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BBA is a professional degree. This degree is different from other degrees in the extent BBA students require to undergo internship program where they match practical knowledge with that of theoretical knowledge which the acquired throughout the degree. The degree doesn’t complete unless a written report submitted to the faculty, basing on what have the students learned through the internship program. Being a student of BBA (major in Finance) in Stamford university in Bangladesh. I had the opportunity to work at Dutch-Bangla Bank Dhanmondi Branch.
                                                                                                                                                                                                                                                                                                                                1.2 OBJECTIVES OF THE STUDY
The broad objective of the research is to know about banking services provided for International Business through Dutch-Bangla Bank Limited, Dhanmondi branch.

Objectives regarding this study are as follows:

· To fulfill academic requirement;

· To assess the performance of DBBL over all Banking Activities in both absolute and relative term in a comparative manner.

· To analyze the status of different parameters of DBBL over all banking activities  Dealings which contributes to the economy of this country

· To gain practical knowledge in banking

· To identify major strength and weakness of DBBL in respect to other Banks.

· To assess and evaluate the growth trends on DBBL among other Banks.

· To recommend ways and means to solve problems regarding Banking.

1.3 SCOPE

The scope of this report is very limited to the Dutch-Bangla Bank  Dhanmondi Branch only. To the investigation, observance and practices the activitie DBBL Dhanmondi Branch during my internship period and to go through some documents and reports.

 1.4 METHODOLOGY

The information used to prepare this report has been collected from Practical desk work, face to face conversation with officers, direct observation, face to face conservation with client and annual report of DBBL, various publications on Bank also from website, sent by Head Office and Bangladesh Bank.

1.5 LIMITATIONS OF THE REPORT

There were some problems while I have undergone the internship program. A wholehearted effort was applied to conduct the internship program and to bring a reliable and fruitful result. In spite of having the wholehearted effort, there exits some limitations, which acted as barrier. The limitations were ---

· The study was limited only to the Dutch-Bangla Bank Limited,Dhanmondi Branch.

· Another Problem was time constraint. The duration of my internship Program was only three months. But this time is not enough for a complete and fruitful study.

· The Bank was a busy one having heavy rush of people, whom officers need to deal with. So allocation of time for an internee is very much hard for the officers of the bank.

· Confidentiality of Data.

CHAPTER-02

BANKING SECTOR IN BANGLADESH

 2.1 HISTORICAL BACKGROUND OF BANKING:
Banks and other financial institutions play a vital role in fostering the economic and social condition of a country. They help to develop a conducive climate for capital formation through three stages such as, savings, financing and investment and the role of banks is instrumental in all these stages. Banks in Bangladesh now constitute the core of the country’s organized financial system. They mobilize the savings of people and channel the resources towards different sector of the economy. 

The objectives of this paper are to trace (i) how banks evolved over periods, (ii) what were the factors that shaped the modes of credit and other services (iii) how was the policy framework evolved, and (iv) who looks after control and regulations of banking institutions.

In order to fulfill the objectives, basically historical method of research has been applied. The available book. research works, articles, publications of Bangladesh Bank were reviewed. The required items of information were developed, searched, noted from sources without bias, and organized into an appropriate order. 

2.2 Banking in ancient and British Period

Banking in India is traceable in ancient Vedic era, Ancient bankers performed the functions such as accepting deposit, granting loan against security, acting as bailee to customers, or as treasurers and bankers to the state, and managing the currency of the country. Also they used loan deeds. During Buddhist period, Brahmins and Kshatriyas entered banking business. The concept of hundis or indigenous bills of exchange came in use (Ahmad 1992.25).

During Mughal rule, indigenous banks granted loans for both domestic and foreign trade, assisted the state, issued metallic coin, and acted as moneychanger, revenue influence and power. They financed trade, performed treasury function and were trusted custodians of deposit (Ahmad 1992:27). However, the Jagath Seth Seths did not provide banking services, per se.

The tradition and culture of the Bengalis reflect their conscious of money and assets. They have been exposed to the principles of cash transaction, saving, investment, credit, interest, and several kinds of mortgages since Indian classical civilization. By the third century BC, Mauryan urban economy extended up to Mahasthan (Bogra), where its silver coins have been found (Maloney and Ahmed, 1988:1).

In seventeenth century, the English traders and the East India Company utilized indigerons bankers for borowings, and collection of land revenue. But the business and power of indigenous bankers declined due to the emergence of the English Agency Houses (in Calcutta and Bombay) which began banking business in addition to their commercial business. Other causes of decline of the indigenous bankers can be attributed to the break up of the Mughal Empire, and establishment of uniform currency throughout the country in 1835. Also changes in trade routes and trade relaingons with other countries due to development of railways, steamships, post and telegraph etc. badly affected the indigenous bankers. Indigenous bankers lost their business in urban areas and the European bankers captured the urban banking. Then, indigenous bankers existed in rural areas by concentrating on banking services to agriculture and internal trade. The Agency Houses were bankers of the East India Company, and the European merchants in India. The Agency Houses financed the crops trade, issued paper money, and paved the way for the establishment of joint stock banks (Ahmad 1992:28).

Commercial banks in Bangladesh territory have been functioning for the last two centuries. “The Bank of Hindustan” was the first modern bank formed in 1770 by an English Agency House in Calcutta, but was wound up in 1832 (Guru Datta 1987:5 in Abrol, (1987); Ahmad 1992:30). The Bengal Bank and the General Bank of India were established in about 1785chartered by the East India Company (Ahmad 1932:30). In the first quarter of the nineteenth century, the state aided bank facilitated government borrowing and helped the trading class. In the year 1806 the first presidency bank, the Bank of Bengal, was established, followed by the Bank of Bombay (1840) and the Bank of Madras (1843). The East India Company and European private shareholders mostly owned these banks. The presidency banks had the monopoly of government banking and the issue of notes. In 1876, the Presidency Banks Act was passed and government had withdrawn its capital. The government’s balances were kept in three reserve treasuries. The policy of the Presidency Banks. Act was to safeguard the interest of the government, and also it imposed restriction on all three banks to carry out the business of banking only (Ahmad 1992:30). In that period, the English agencies established mostly the joint stock banks. After 1813, several joint stock banks were established by the British settlers in India, but most of them could not stay long as they failed to confine to banking business only (Ahmad 1992:31). Between 1861 and 1865 there was a mushroom growth of banking companies. Under the Indian management, the Oudh Commercial Bank’ was first formed in 1880 followed by the Punjab National Bank and the Alliance Bank of Simla [Srinivasaraghavan, 1955:567). The three presidency banks and Indian joint stock banks were established by the acts of Indian legislature. In 1860, the principal of limited liability was first applied to the banks (Ahmad 1992:30).

The failure of Indian banks (upto 1935) was mostly because they indulged in other activities. Such as large sums of money were locked up in speculative business, the banks had provided ling-term financed to businesses without efficient investigations into their soundness, for getting the chance of earning large profits and also short term deposits were invested for this purpose. Many of the directors and managers of these banks were incapable and dishonest. Loans to directors and concerns in which they were interested were unrestricted (Ahmad 1992:32).

The political stimulus of the “Swadeshi movement” of the early twentieth century inspired the opening of important joint stock banks. (such as Bank of India, the Cenara Bank of Baroda) Srinivasaraghavan, 1985:568; Ahmad 1992:31). In order to face the competition of foreign banks, the three presidency banks were amalgamated and the Imperial Bank of India was formed in 1920 (Ahmed 1992:31). In order to face the competition of foreign banks, the three presidency banks were amalgamated and the Imperial Bank of India was formed in 1920 (Ahmed 1992:31). The Imperial Bank of India Act was passed in 1920. Before the establishment of RBI, commercial banks were regulated by different acts. The establishment of RBI was the first organized initiative to bring banking and monetary system of the sub-continent in a disciplined way. 

After 1942, circumstantial forces changed the traditional pattern of banking policy in India. The subcontinent experienced a tremendous inflow of money due to expenditure in war and post-war reconstruction Ismail in Uzair 1967:42]. The British rulers pursued a policy package that had two characteristics: (i) the exploitative relation between the United Kingdom and India, and (ii) the dominance of the British over the Indians. The maintenance of imperial systems received the highest priority. The philosophy and socioeconomic intent of the British rules concentrated mostly on administration for laws and regulations for protecting the imperial interest. The government monopoly was retained in the sphere of post, telegraph, and telecommunication. The banking and insurance etc. were encouraged for private enterprises (Ahmad 1987:68). The foreign exchange banks, which were fifteen in number, were not under the control of the Indian government.

2.3 Banking during Pakistan Period

In Bengal, the rural informal credit was part of the social, economic and trade culture. Traditional mahajans were goldsmiths, and Hindu businessmen, especially “baniyas” who acted as moneylender since long. But, many have left for other areas of India and their place in money lending was taken by Muslim landowners (Maloney and Ahmed, 1988:49).

The areas that fall within the boundaries of Pakistan had been fairly well provided with commercial banking facilities during the pre-1947 period. In March 1947, the number of Indian scheduled bank offices in undivided India was 3,496, of which 631 were in Pakistan. Of the total number of bank offices, 487 (77%) were in the West Pakistan and 144 (33%) were in the East Pakistan. Small and mostly non-scheduled banks mainly provided banking facilities in the then East Pakistan. 

After the announcement of independence of Pakistan in August 1947, the banking services in Pakistan were seriously hampered and the number of banks declined to 38 with 195 bank offices. Many funds and accounts were transferred to India. Most of the bank offices, which belonged to India, had closed their business. This resulted in a sharp curtailment of banking business in Pakistan the country had only two banks owned by Pakistani nationals.  In East Pakistan, number of bank offices remained unchanged but banking functions reduced harply due to the fact that non-Muslims had withdrawn all their deposits and went to India. In June 1948, of the 195 bank offices that remained in Pakistan, 81 were in the West Pakistan and 114 were in East Pakistan (Srinivasaraghavan, 1955:569). At that time, Pakistan banking system consisted primarily of non-Indian foreign banks. The Australisia Bank had been functioning in Pakistan prior to June 1947. Nineteen non-Indian foreign bank offices and a number of Indian banks were in limited operation. Prior to June 1947, only one Muslim-managed schedule bank, Bank of Bahawalpur Limited, was functioning in the Pakistan territory. The Habib Bank Limited, established in 1941, had transferred its head office to Karachi after partition (Andrus and Mohammed, 1966:105). The number of Pakistan bank on the 30th June, 1948 was 4 with 23 branches (Banking Statistics of Pakistan, 1960-61, 1964-65).

2.4 Banking in Bangladesh

Since early British rule, the history of banking in Bangladesh territory shows that the traditional trade-networks developed before the banks invaded rural areas. And the banking services have slowly flourished in Bangladesh territory. Even today, in many places, moneylenders provide credit services. Small shopkeepers and businessmen use informal credit at high interest rate (Maloney and Ahmed, 1988: 54). Traditional mahajans’ money lending business gradually declined due to expansion of bank and the micro credit programs of NGOs, cooperative banks and government agencies. 

Public Sector Banks

During the liberation was in 1971, the economic, political, and social system including the banking system were severally damaged at that time, all hi a and medium financial institutions except two small banks had their head office in the West Pakistan. The non-Bengali owners and managers of the financial establishments that operated in T7ast Pakistan had abandoned them. After independence’ in 1 971, the now government had to take over management and ownership of all such institutions, The Baths Nationalization Order 1972 was issued to nationalize banks and financial institutions (except those incorporated abroad) in order to control chaos in the field oh ownership, party. Bureaucracy, the intelligentsia, and pressure group. By several orders six nationalized commercial banks (NCBs), one industrial bank (BSB), one agricultural bank (BKB), and one industrial development financial institution (BSRS) were created, the banks and financial institutions, which originated during the Pakistan period and were merged. And renamed and continued their functioning after independence of l3angladesh have teen presented in Table-3. The banks were consolidated and nationalized. The nationalized banks and foreign banks constituted the total banking system of Bangladesh. Investment Corporation of Bangladesh was established in 1976. Grameen Bank, a specialized bank for the poor but not under control f the Central Bank, was established in 1983. In the’) year 1983, the government allowed private sector to participate ii the 1 business. 

The Public Bank and the Uttara Bank were denationalized in January 1985. due to non-profitability. This action reduced the to number of NCBs to four. The nationalized banks continue t receive refinancing and other subsidies in order to fill credit demand and government desires. Rupali Bank  was converted into a public limited company on 14th December 1986. Rajshahi Krishi Unnayan Bank was established in 1987 through a bifurcation of the offices of Bangladesh Krishi Bank of Rajshahi division. Bank of Small Industries and Commerce Bangladesh Ltd. was established in 1993. This was made with the intent of reversing the urban monopoly of banking and the flow of capital from rural to urban areas. Such restructuring of public sector bank was in order to attain economic growth, and policies were formulated for scheduled banks to play their role in industry, agriculture, export, self-employment etc. As a result there has been an advancement in the public sector banks in terms of increase in the number of branches, deposit mobilization, and advances to the society (Table-4). There are nine public sector banks, of which four are nationalized commercial banks and five are specialized banks.

Private Commercial Banks

Taking advantage of the liberalization policy of the government regarding participaiton of private sector in the banking business, a number of private sector banks were established in-and-after 1983. With the emergence of private banks in Bangladesh, a competitive situation in the sector has been created. There are twenty seven private banks in Bangladesh. They are: The City Bank (1983), International finance Investment and Commerce Bank (1983), Arab Bangladesh Bank (1986), Al-Baraka Bank Bangladesh (1995), South East Bank (1995) Dhaka Bank (1996), Dutch Bangla Bank (1996), Al-Arafa Islami Bank (1996), Social Investment Bank (1996), Mercantile Bank, Standard Bank, One Bank, EXIM Bank, Bangladesh Commerce Bank, Mutual Trust Bank, Premier Bank, The First Security Bank, Bank Asia, and The Trust Bank. The emergence of Private banks has added a new dimension to the banking system in Bangladesh. The private commercial banks show a steady growth in terms of number of branches, deposit, and advances (Table-5).

Foreign Banks

The state Bank of India opened one branch during July-September 1975. In 1975, the four foreign banks operating in Bangladesh, were: (a) American Express International Banking Corporation, (b) Grind lays Bank, (c) The Chartered Bank, and (d) State Bank of India. Now, there are thirteen foreign banks – American Express Bank, ANZ Grindlays Bank, Standard Chartered  Bank, State Bank of India, Habib Bank, Citibank N.A., Credit Agrocole Indousez, National Bank of Pakistan, Muslim Commercial Bank., The Bank of Nova Scotia, Hanil Bank, and Hong Kong and Shanghai Banking Corporation, Faysal Islamic Bank of Bahrain E.C. The foreign banks show a steady growth in terms of number of branches, deposit, and advances .

.

Cooperative Banks

Cooperative banks are indigenous banks in model and function. they are organized in three tiers and their form of functioning is unit banking. The then British government promulgated cooperative rules in 1904 and 1912 to shape the organization. In 1947 the then East Pakistan had twenty-six thousand cooperatives, which collapsed after partition. The traditional cooperatives in Bangal were mostly organized by savings and credit societies. In 1948, Union Multipurpose Cooperative Societies (UMPCSs) were formed with government patronage but were mostly dissolved due to malfunctioning. The cooperative financing (Maloney and Ahmed, 1988: 115-6). The Land Mortgage Banks have been operating in India since 1929. They supplied long-term and medium term loans to their members on the mortgage of land for agriculture purpose. They also performed banking functions of deposit mobilization, supply of credit, and provision of remittance facilities. 

2.5 Factors affecting change in Banking System

After independence, Bangladesh Bank had taken measures such as credit expansion, branch expansion, deposit mobilization, advances to priority sectors through the banks. (Chowdhury, 1973:1). Immediately after independence, to recover and reconstruct the war affected economy, Bangladesh signed several trade agreements with different countries, donor agencies, and international banks for inflow of capital in the form of aid, grant, loan, etc. The Government and the Bangladesh Bank implemented several loan schemes for economic development and the government continuously adopted deficit budget and followed foreign aid financed development strategy. All these contributed to the growth of banks in Bangladesh (Sobhan and Islam, 1988, 182; Hossain, 1988: 211; Hashemi, 1988: 213; Bhattacharya, 1988:233: Ahmad, 1988:309). The main factors which shaped the nature of development of the banking system in Bangladesh are (i) nationalization of banks in 1972, (ii) inflow of capital under trade agreement to reconstruct the war affected economy, (iii) Bangladesh Bank’s policy measures for the growth of disciplined banking system and services to the deposit mobilization and loans to priority sectors, (iv) de-nationalization and  permission to open new private banks, (v) gradual growth in foreign trade, (vi) inflow of capital from the World Bank, Asian Development Bank, Islamic Development Bank, and other organizations and agencies and (vii) wage earners remittances. 

Some Important Modern Bank           Some Important Ancient Bank 

	Sonali Bank 

Janata Bank 

Agrani Bank 

      Rupali Bank
AB Bank Ltd 

Uttara Bank Limited 

IFIC Bank Limited 

National Bank Limited 

The City Bank Limited 

United Commercial Bank Limited 

NCC Bank Limited 

Prime Bank Limited 

SouthEast Bank Limited 

Al-Arafah Islami Bank Limited 

Social Islami Bank Limited 

Standard Bank Limited 

One Bank Limited 

Exim Bank Limited 

Mercantile Bank Limited 

Mutual Trust Bank Limited 

First Security Bank Limited 

The Premier Bank Limited 

Bank Asia Limited 

Trust Bank Limited 

Shahjalal Islami Bank Limited 

Citigroup 

HSBC 

Standard Chartered Bank 

Commercial Bank of Ceylon 

Dutch Bangla Bank Limited 

Dhaka Bank Limited 

Islami Bank Bangladesh Ltd 

Pubali Bank Limited 

      Jamuna Bank Limited
ICB Islami Bank 

Bank Alfalah 


	Shansi Bank

Bank of Venice

Bank of Sart Georgio

Bank of Barcelona

Riks Bank of Sweden

Bank of England

Bank of Prusia

The Hindustan Bank

Bengal Bank

Central Bank of India

Bank of France

Bank of Calcutta

Bank of Bombay

Bank of Madras

Rank Bank

Bank of Japan

Federal Reserve System

Imperial Bank of India

 Reserve Bank of India

Habib Bank Ltd.

State Bank of Pakistan

The National Bank of Pakistan

Eastern Merchantile Bank

Bangladesh bank


CHAPTER-03

ORGANIZATIONAL OVERVIEW

 3.1 INTRODUCTION

Dutch-Bangla Bank is a second generation commercial private Bank. During the period of its operation, this bank creates a milestone of success in banking sector. This bank holds an experienced team of banking professional. They achieve this success because of their experienced banking professional team, proper management & so on. 

Dutch-Bangla Bank Limited is a Bangladesh–Netherlands joint venture scheduled commercial bank established in Bangladesh with the primary objective to carry on all kinds of banking business in and outside of Bangladesh. 

Starting with one Branch in 1996, DBBL has expanded to one sixty four (175) branches including nine Branches outside of the capital. To provide client services all over Bangladesh it has established a wide correspondent banking relationship with a number of local banks. To facilitate international trade transactions, it has arranged correspondent relationship with large number of international banks which are active across the globe.  

In addition to its banking activities, Dutch-Bangla Bank Limited takes part in different national activities promoting sports, culture, social awareness, etc. Participation in these activities as sponsors is part of its business development policy. 

 3.2 Philosophical standing of DBBL

The objectives of Dutch-Bangla Bank Limited remains to offer modern & innovative products & services to its clients in Bangladesh the partnership with FMO is optimistically scene to offer scopes opportunities to draw on modern tools & techniques of Banking from western world which could be blended with the currently prevalent local customs & practice.  The Bank is committed to being a sophisticated prominent and professional institution, providing a one window service to its customers. During the first five years Dutch Bangla Bank’s strategy was focused on continuing in provident of internal procedures and operating structures, to have a greater control on the quality of our business and to provide better management direction. After five years of working on the Banks structure, its culture and controls, the management is confident that the Bank can move forward on a rapid growth path.  The DBBL’s corporate philosophy is to build its non-funded fees and commission income stream, thus reducing its reliance on interest income alone.  

3.3 Core objective of DBBL

Dutch-Bangla Bank believes in its uncompromising commitment to fulfill its customer needs and satisfaction and to become their first choice in banking. Taking cue from its pool esteemed clientele, Dutch-Bangla Bank intends to pave the way for a new era in banking that uphold and epitomize its vaunted marques “Your Trusted Partner”

 3.4 Focus of DBBL

DBBL’s focus is to provide one counter service to our clients covering: 
· Commercial Banking (Deposit Accounts) 

· Consumer Banking (Retail Baking)- 

a. Traveler Cheques 

b. Foreign & Inland Remittances 

· Financial Services 

· Corporate Banking 

· Asset & liability management 

· Liquidity & capital Resources Management 

· Information technology  

· Human Resources 

  3. 5 Mission of DBBL

Each business unit needs to define its specific mission within the broader company mission. Dutch-Bangla Bank engineers enterprise and creativity in business and industry with a commitment to social responsibility. "Profits alone" do not hold a central focus in the Bank's operation; because "man does not live by bread and butter alone”. Mission statements are at their best when they are guided by a vision.
      3. 6 Tactics of DBBL 

· To manage and operate the Bank in the most efficient manner to enhance financial performance and to control cost of fund

·  To strive for customer satisfaction through quality control and delivery of timely services

· To identify customers' credit and other banking needs and monitor their perception towards our performance in meeting those requirements.

· To review and update policies, procedures and practices to enhance the ability to extend better service to customers.

· To train and develop all employees and provide them adequate resources so that customers' need can be reasonably addressed.

· To promote organizational effectiveness by openly communicating company plans, policies, practices and procedures to employees in a timely fashion

· To diversify portfolio both in the retail and wholesale market

· To increase direct contact with customers in order to cultivate a    closer relationship between the bank and its customers.

                  3.7  Aim of DBBL
· To establish relationship banking and improve service quality through development of Strategic Marketing Plans.

· To remain one of the best banks in Bangladesh in terms of profitability and assets quality. 

· To introduce fully automated systems through integration of information technology.

· To ensure an adequate rate of return on investment

              3.8     Organizational (General) Hierarchy of DBBL
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5.4 Loan and Advanced Category

» Cash Credit
A cash credit or continuous credit is an arrangement by which the customer is allowed to borrow

moncy up to a certain limit. Interest is charged only to the amount withdrawn and not the whole
amount sanctioned. Cash credit arrangement is usually divided into two ways. They are:

L. Cash credit pledge
II. - Cash credit hypothecation

L. Cash Credit pledge
Cash credit pledge possession of the goods belongs to bank & ownership of the goods belongs to

borrower & bank takes the possessions of the goods as primary security. The pledge creates an
implied lien in favor of the bank on the underlying merchandise. No collateral security is normally
asked for grant of such credit. Generally, the bank takes a certain percent as margin and the borrower
can sell a certain percent of the goods with the permission of the bank by giving the value of the loan
amount.

Interest Rate: 16%
II. Cash Credit (Hypothecation)

Under this arrangement a credit is sanctioned against hypothecation of the raw materials or finished
goods. The letter of hypothecation creates a charge against the goods in favor of the bank Right or
interest in the goods is created in favor of the bank & the borrower binds himself to give possession of
the goods to the bank when called upon to do so.

Interest Rate: 16%
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Flow chart-2.8 Organizational (General) Hierarchy

	3.9
Services and Products:
          Products and Services offered by DBBL:

· Retail Banking

· Remittanceand collection

· Importandexport handlingand financing

· Corporate Banking

· Project Finance

· Investment Banking

· Consumer credit

· Agriculture Loan

· Real time any branch banking

· 24 Hours Banking through ATM

· DBBL-NEXUS Debit card

· DBBL-Maestro/Cirrus Debit card

· DBBL Credit card

· Internet Banking

· SMS Banking

· On line Banking through all Branches


	3.10 Banking Products
      Various Deposits:

· Savings Deposit Account

· Current Deposit Account

· Short Term Deposit Account

· Resident Foreign Currency Deposit

· Foreign Currency Deposit

· Convertible Taka Account

· Non-Convertible Taka Account

· Exporter's FC Deposit(FBPAR)

· Current Deposit Account-Bank

· Short Term Deposit Account-Bank

Loan & Advances:

· Lease Finance

· Other Term Loan

· FMO Local currency Loan for SME

· FMO Foreign currency Loan

· Cash Credit (Hypothecation)

· Small Shop Financing Scheme




ATM Services

We can find DBBL ATMs beside our home, in our office premise, nearby market, university, college & school premises, Airport, Railway stations etc., throughout the country. 

Using any of the DBBL ATM pools any where in the country, you can perform the following:

· Account balance enquiry 

· Cash withdrawal – 24 hours a day, 7 days a week, 365 days a year 

· Cash deposit to a certain number of ATMs any time 

· Mini statement printing 

· PIN (Personal Identification Number) change

All the ATMs can accept DBBL-NEXUS ATM / POS card, DBBL-

Maestro/Cirrus Debit card and DBBL Credit card.
	Products
	Name
	Customer
	Charge

	ATM
	NEXUS  Debit card
	All a/c Holders
	Yes

	ATM
	Maestro  Debit card
	All a/c Holders
	Yes

	ATM
	Maestro  Debit card
	All a/c Holders
	Yes

	ATM
	DBBL Credit (OD) card
	Limited
	Yes

	Internet Banking
	
	All a/c Holders
	Yes

	SMS Banking
	
	All a/c Holders
	Yes


Table3.1.3: ATMs of DBBL

Account Service

DBBL provides all the accounts services as prescribed by the guidelines of Central Bank (Bangladesh Bank). We offer competitive interest rate and provide premium quality services for the accounts. Account services are:
1. Foreign Currency Account

2. Non-Resident Foreign Currency Deposit Account (NFCD)

3. Resident Foreign Currency Deposit Account (RFCD)

4. Convertible and Non-Convertible Taka Account

DBBL Internet Banking
DBBL Internet banking enables customer to access his/her personal or business accounts anytime anywhere from home, office or when traveling. Internet Banking gives customer the freedom to choose his/her own banking hours. It can save time, money and effort. It's fast, easy, secure and best of all.

Using any of the DBBL ATM booths any where in the country, its customers can perform the following:

· Securities with DBBL Internet Banking

· A/C Opening & Accessing Internet Banking

· Internet Banking Features

· Terms & Conditions of Internet Banking
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CHAPTER-04

GENERAL BANKING ACTIVITIES

 4.1 INTRODUCTION

General Banking department is the “Heart” of al banking activities. General Banking department performs the core functions of Bank, operates the day-to-day transactions. General banking is the starting point of all the banking operations. General banking is the front-side banking service department. It provides those customers who come frequently and those customers who come one time in banking for enjoying ancillary services. In some general banking activities, there is no relation between banker and customers who will take only one service from bank. Since bank is confined to provide the services everyday, general banking is also known as ‘retail banking’
4.2  FUNCTION OF GB DEPARTMENT:

General Banking department generally deals with the following section:

	G E N E R A L

B A N K I N G
	1
	Front Desk

	
	2
	Clearing Section

	
	3
	Accounts and ATM Section

	
	4
	Clearing Section

	
	5
	Account Opening 

	
	6
	Transfer of Account

	
	7
	Closing Account


Table-4.1: Activities Of GB Department

 4.3 Front Desk: 

Front desk of DBBL Dhanmondi Branch is one of the important parts of general banking department. The works and procedure of conducting those are given bellow.

· Account Opening Process:

The relationship between banker and customer begins with the opening of an account by the customer. Opening an account binds the customer into contractual relationship. Infect all kinds of fraud & forgery start by opening an account. So, the bank should take extreme caution in selection customers.

Under this section, DBBL Bank Assistant Officer opens different types of accounts on the request of clients. Such as:

(a)
Current Deposit (CD)

(b)
Saving Deposit (SB)

(c)       Other type

a) Current Account: A current deposit account may be operated in several times during a working day. There is no restriction on the number and the amount of withdrawals from a current account and banker does not allow any interest on this account DBBL Banks normally prefer current account due to its cost free nature.
b) Savings account: A saving account is meant for the person of the lower and the middle classes who wishes to save a part of their income to meet their future needs and intend to earn an income from their savings .This is an interest bearing account and a reasonable rate of interest is offered, which is higher than that of short term deposit account but lower than that of fixed deposit account.
c) Other type account:

· For Joint Stock companies, Association, Clubs etc: In case of opening a current account of joint stock companies, association, clubs etc, are said to fulfill true copies of certificate of incorporation or registration (in case of companies and registered bodies only).
· For Partnership / Proprietorship Company: To open a current a/c on the name of any partnership or company, the following documents are required to fill up application from stating about the name and address of the firm.
                  We can get an idea by observing this chart


Figure-4.1: Kinds of Account

· Bank activity: 

After selecting the type of account, customer needs to fill up a form which is known as account opening from. After fill up account opening form by customer the assistant officer done following job:

· Verify all information 

· Entry all  customer information into  DBBL’s online server

· After completion of entry assistant officer it sends to Second officer/Manager for authorization.

· If Second officer/Manager satisfies with customer information he gives authorization. Assistant officer gets new account number for certain customer after authorization.

     4.4 The procedure of opening account is given is given below:

	Step 1
	Receiving filled up application and signed by account holder in bank’s prescribed form mentioning what type of account is desired to be opened

	Step 2
	# The form is filled up by the applicant himself / herself. 

# Two copies of passport size photographs from individual are taken, in case of firms photographs of all partners are taken.(attested by the introducer)

#Applicants must submit citizenship certificates: Photocopy of valid passport or ward commissioner certificate 

# Application must sign in A/c opening form and KYC (Know Your Customer) form

# Introducer’s signature and accounts number – verified by legal officer.

# Nominee name, signature and photograph one copy.

	Step 3
	Authorized Officer accepts the application 

	Step 4
	Minimum balance is deposited – only cash is accepted

	Step 5
	Account is opened and a pay-in-slip book is given


Table-4.1: Account procedure

After fulfilling the above formalities, DBBL Bank provides the customer pay-in-slip book that customer deposit their initial deposit. 

· Cheque book issuing:

There are tow different procedure of issuing cheque book for savings account holders and current account holders. For savings account holders officer need to send request online for cheque book. It takes three working days to prepare their cheque books. After two working days the clients have to collect their cheque book from front desk.. 

· Account related activities:
In general banking bankers maintain some other activities such as: Scanning photo and signature of new account holder and linked with server. Proper preservation of respective files, Change of account holder address (application from customer), Change of Board resolution of several limited company accounts, issuing of thanks letter to A/C holders & introducers etc.

· Account Balance inquiry: 

Customers can inquiry about their account balance or any transaction within the banking hour.

· Transfer of an A/C:
Account holder may transfer his account from one branch to another branch. For this he/she must apply to the manager of the branch where he is maintaining account. Then manager sends a request letter to the manager of the branch where the account holder wants to transfer his account. With his request he sends original copy of account opening application and specimen Signature Card and photocopy of application for transferring the account with the balance remained account. But now-a-days customer need not transfer their account from one branch to another branch. They can make transaction any DBBL branch with truly on-line facility.
· Deposits:

Bank is a financial intermediary, which mobilizes fund from surplus unit and allocates it to deficit unit. Surplus unit means the people who have surplus money and willingness to save. Deficit unit means the people who need money for industry, trade, business, or for personal use but don’t have sufficient money of their own for such purposes. Bank mobilizes the fund by accepting deposits from depositors and allocates the fund by providing loan to borrower. Therefore, accepting deposits is one of the two classic functions of commercial banks. In DBBL deposits deals with.
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Figure-4.1: Deposit Services of DBBL

· Current Deposit Account:

CD accounts are unproductive in nature as banks loan able fund is concerned. Sufficient fund has to be kept in liquid form, as current deposits are demand liability. Businessmen and companies are the main customers of this product. Thus huge portion of this fund become non-performing. For this reason banks do not pay any interest to CD Account holders. There is no restriction on the number and the amount of withdrawals from a current account. Service charge and incidental charges are recovered from the depositors since the bank make payments and collect the bills, drafts, cheques, for any number of times daily. The Banks through current accounts grant the loans and advances in practice of DBBL, a minimum balance of TK.5000 has to be maintained.

· Savings Deposit Account:

As per Bangladesh Bank instruction 90% of SB deposits are treated as time liability and 10% of it as demand liability Interest is paid on this account. DBBL offers a reasonable rate of interest (5.00%) for SB A/C on day basis. Generally, banks require a 7-day prior notice if the total amount of one or more withdrawals on any date exceeds 25% of the balance of the account unless is given. But in DBBL there is no restriction about drawing money from savings account. Any time holders may draw money of any amount without prior notice. Generally householders, individuals and other small-scale savers are the clients of this account Minimum Balance of Tk.500 is to be maintained. But initial deposit is Tk 2000.Very limited service charge (Tk.100 per year) as it is an interest bearing account. Govt. charge 10% only on interest income of the customer.

· Short Term Deposit Account (STD):

Customers deposit money for a shorter period of time. STD account can be treated as semi-term deposit STD should be kept for at least thirty days to get interest. The interest offered for STD is less than that of savings deposit. In practice, DBBL offers 5.00% rate of interest (half yearly compounding) for STD account. It may increase depending on the fund. Volume of STD A/C is generally high. In DBBL, various big companies, organizations, Government Departments keep money in STD accounts. Frequent withdrawal is discouraged and requires prior notice.
· Local Remittance:
In banking language money transmitted domestically are known as local remittance. For local remittance purpose DBBL purchases and sells some instruments for its customers. The instruments are Pay Order (PO), Demand Draft (DD), Telegraphic Transfer (TT), and Mail Transfer (MT).
· Pay Order (PO):

Pay order is an instrument, which is used to remit money within a city through banking channel. The instruments are generally safe as most of them are crossed.

From the above accounting treatments it is clear that the money, which is received by the bank from selling the instrument, is kept under bills payable account. It is current liability on the part of bank, which implies that, money received in this purpose has to be paid to the payees collecting bank on placement of the instrument. But in the local banking arena DBBL offers 57.50 tk for issuing of Payment Order for everybody. 

· Types of PO:

Account payee only : only can en-cash it by depositing it in his account.

Blank Crossed: Any one can en-cash it by depositing in their account. 

Cash payment: P.O. can be paid in cash if buyer gives a letter of identification regarding payee.
· Settlement of a PO:

When P.O. submitted by collecting bank through clearinghouse, the issuing bank gives payment. Thus bank’s liability is settled by debiting bills payable. But before giving payment it should be examined whether endorsement was given by the collecting bank or not. If not then the instrument is dishonored marking “Endorsement required”.

· Cancellation of a PO:  

If buyer wants to cancel the P.O. he has to give a letter of instruction in this regard. He will also have to return the instrument. 

· Collection of PO: 

A customer of DBBL who is the payee of a P.O. will deposit it for collection. The instrument is given to the clearing that will place it to the issuing bank in the clearinghouse. Before placement, DBBL as a collecting bank gives necessary endorsement.

· Special Caution must be taken for the following customers:

	In the name of individual
	The client has to fill up an account opening form. Terms and conditions are printed on the back of the form. The form contains the declaration clause, special instructions etc.

	In joint name
	In this type, the formality is same as individual account, but in the special instruction clause, either or survivor’ or ‘former or survivor’ clause is marked

	Proprietorship


	In addition, the customer has to submit the valid Trade License and Tax Paying Identification Number (TIN) along with the application.

	Partnership Firm
	i. A copy of notarized partnership deed certified by all the partners or Registered partnership deed. 

ii. Resolution of the partners regarding account opening.
iii. Photographs attested of those who will operate.
iv. Trade license.
v. Mandate as to operation of the account.

	Public Limited Company
	i. Certificate of Incorporation

ii. Copy of Memorandum and Articles of Association duly certified by the Register of Joint Stock Companies.

iii. Certificate of Commencement

iv. Form-xii and schedule X - duly certified by the Register of Joint Stock Companies. 

v. Copy of Resolution of the Board of Directors

	Private Limited Company
	i. Certificate of Commencement is not necessary

ii. Certificate of Incorporation

iii. Copy of Memorandum and Articles of Association

iv. Copy of Resolution of the Board of Directors


Table-4.1: Special Cautions of GB

  4.5 Bill Collection and Clearing Section:

Customers do pay and receives bill from their counter party as a result of transaction. DBBL collects the bills on behalf of their customers.  Collection mechanisms in DBBL are clearing, Outward Bill for Collection (OBC), Inward Bills for Collection.

· Clearing:

When the bill is within the range of the clearinghouse it is sent for collection through clearing section. As far as safety is concerned customers get crossed cheque for the transaction Crossed check can’t be encashment from the counter; rather it has to be collected through banking channel i.e., clearing. If a client of DBBL received a check of another bank that is located within the clearing range and deposit the instrument in his account at DBBL, then DBBL will collect the money through clearing house. After received the check DBBL will credit client account. However, the amount is credited in the customer a/c but he will not get the money until the check is honored. 
· Procedures for collection:

a. “Received” seal is stamped on the cheque

b. Crossing of the cheques are done

c. Proper endorsement is given

d. “Clearing” seal with date is given

e. Cheques are sorted bank wise and entries are given to the software-NIKASH2  (Provided by Bangladesh Bank)
· Function in the Clearing House:

a. The clearinghouse is an assembly of the locally operating scheduled banks for exchange of checks, drafts, and other demand instruments drawn on each other and received from their respective customers for collection.
b. The house meets at the appointed hour on all working days under the chairmanship of the central bank. The clearinghouse sits twice in a working day.
c. The members submit the claimable checks in the respective desks of the banks and vice-versa. 

d. Consequently, the debit and credit entries are given. 

e. At the end, the debit summation and the credit summation are calculated. Then the banks clear the balances through the check of Bangladesh Bank. 

f. The dishonored checks are sorted and returned with return memo.
g. If the instruments are dishonored then they are sorted again and sent back to the returning house along with their return memo.
h. Later on all the instruments of DBBL which were claimed by other banks are sorted and delivered to respective branches.
Accounts and ATM Section:

· ATM Card: 
An account holder gets a NEXUS Debit card at free of cost after opening account. It takes usually three weeks to prepare the card and sends him by mail.  

· PIN mailer of ATM card delivery:

After opening account an inactive ATM card send to customer within two or three weeks. Then account holder come to the branch with card and fill up the form for requesting activation of ATM card. A secret PIN number delivered the account holder. Concern officer verify signature and photo of account holder. ATM Card will be activated with in one week and user can use it.

· Term deposits:

The fixed deposit account is repayable after the expiry of a predetermined period fixed by the customer himself. The period varies from three months to three years. The customer may open his /her account for different time periods, which may be for three months, six months, one year, two years and three years. 

· General Characteristics:

a. Popularly, it is known as Fixed Deposit Receipt (FDR). Term deposits are made with the bank for a fixed period of time.
b. The bank needs not to maintain cash reserves against these deposits and therefore, the bank offers high rate of interest on such deposits.
c. In DBBL, fixed deposit account is opened in customer choice time.


· Fixed deposit:

Fixed deposit is one, which is repayable after the expiry of a predetermined period fixed by him. The period varies form 3 months to 1 year. These deposits are not repayable on demand but they are withdrawal subject to a period of notice. Hence, it is a popularly known as ‘Time Deposit’ or ‘Time Liabilities”. Normally the money on a fixed deposit is not repayable before the expiry of a fixed period.

The depositor has to fill an application form. In case of a deposit in joint name; DBBL also takes the instructions regarding payment of money on maturity of the deposit. The banker also takes the specimen signatures of the depositor(s).Necessary entries are given on the FDR register and on line .An FDR is then issued to the depositor acknowledging receipt of the sum of money mentioned therein. It also contains the rate of interest & the date on which the deposit will mature.

CHAPTER-05

LOAN AND ADVANCES

 5.1 INTRODUCTION

Making advances is the primary function of a bank. A major portion of its funds is used for this purpose and this is also the major sources of bank’s income.

Loans are the right to receive payment or an obligation to make payment on demand or at some future time on account of the immediate transfer of goods (securities).

Loans are the largest asset item, which generally account for half to almost three-quarters of the total value of all banks assets. A bank’s loan account typically is broken down into several groups of similar type

loans. The Loan and Advances made by the DBBL can broadly be classified by following categories-

· Continuous Loan

· Demand Loan

· Term Loan

· Other Special Scheme

· Loan against Trust Receipt

· Transport Loan

· Consumer Credit Scheme

· Real Estate Loan (Res. & Comm.)

· Loan Against Accepted Bill

· Industrial Term Loan

· Agricultural Term Loan
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Based on the information the dealing officer of the loans & advances department prepare
recommendation about the prospect of granting the loan to the client and send the proposal to the
head office for the permission to sanction of the loan.

The formalities for opening the Loan Account

The intending cash credit holder should submit the following documents and papers being fill- up
properly:

Up to date Trade License

Up to date Income Tax Clearance Certificate
Charge Documents

Letter of Continuity

Demand Promissory Note (DP)

Letter of Guarantee

Letter Lien

Limit Sanction Advice

FHEFEREY

5.3 Credit categories

As initiated by Bangladesh Bank Vide BCD Circular No. 33 dated 16-11-89 different kinds of lending
were subdivided into 11 categories w.e.f. 01-01-90, which was subsequently reduced to 9 vide BCD
circular No. 23 dated 09-10-93 and again to 7 prime sectors vide BCD circular No. 8 dated 25-04-94
for fixation for the rates of profit.

i) Term Loan

Short Term  : Up to 12 months

Medium Term: More than 12 months and up to 36 months
Long Term  : More than 36 months

ii) Continuing Loan

No fix repayment Schedule but have expiry date.

Industry and Business Focus
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1. SOD (FO): .
Advance is granted to a client against financial obligations. The security of advance is granted to the

person to whom the instrument belongs like (FDR, SDS, SSS, DPS, and MBS). The bank will give
the client the loan up to 80% of the principal amount.

Interest rate is 14% to 16%.

2. SOD (G):
Granted against the work order of govt. departments, corporation’s autonomous bodies and reported

multinational private organization.. Disbursement is made after completion of documentation
formalities, besides usual charge, documents like a notarized irrevocable power of the attorney to
collect the bills from the concerned authorities and a letter from the concerned authority confirming
direct payment to the bank is also obtained. The work is strictly monitored to review the progress at
each interval.

Interest rate is 14% to 16%.
» Loan (general)

Incase of loan, the bank sanctioned certain sum of money for a certain period of time. The entire
amount is one time disbursement and paid in cash or credit loan account. The bank generally
sanctions loan to establish the industry. Loan (G) are granted for capital expenditure, such as:

1) Purchase of land
1)) Construction of factory building
i1) Purchase of machinery
1v) Modemization of plant.
v) Transport Loan
The borrower cannot withdraw this type of loan once repaid in full or in part again.

Interest is charged on full sanctioned amount is 16%.

<+ Working Credit
Loans allowed to the manufacturing unit to meet their working capital requirement, irrespective of

their size big, medium or large fall under the category.

<+ Staff Loan
Bank official from senior officer and above is eligible for the loan. The maximum amount disbursed is

Tk 50,000/ for a period of 2 years.
“+ House Building Loan: Interest rate is 17% p.a.

NCCBL provides house-building loans in two sectors:

=  General
*  Commercial

4+ Small Loan scheme
NCCBL introduced some new small loan scheme are:

+« House Renovation Loan
% Personal Loan Scheme (PLS)



[image: image7.jpg]% Small business Loan
** Festival Business Loan Scheme (FSBLS)

Interest rate is 17%.
<+ House Repairing /Renovation Loan Scheme

This loan is offered for renovation and modernization of the hose/building/flat which are acquired by
the inheritably or purchasing and other ways to make the properties liable and durable.

Interest rate is 16%.
<+ Personal Loan for Salaried Person

This loan is provided to fixed salaried persons in various organizations to meet any emergency cash
needs at various events-treatment/operations.

Interest rate is 17%. P.a. and maximum credit ceiling is Tk 100,000/-.
+ Small Business Loan Scheme
This loan is offered to the small and promising entrepreneurs to meet their capital.
Interest rate is 16%. P.a. and maximum credit ceiling is Tk 5.00 lac.
4+ Festive Business Loan Scheme
This loan is offered in festive season (i.c. Eid)
Interest rate is 17%. p.a.
<+ Car loans

This is a special type of loans, which is only provided for the staff of the DBBL. Usually officer of
AVP & above level get this kind of facility. This loan is reimbursed on installment basis & repayable
after each month.

Interest rate is 17%. p.a.
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4.9 Recovery of Loans & Advances

Loans & advance i whether from granid by the bank o s client are repayable cither on demand or
at the expiry of the fixed period or as per repayment schedule agreed upon while granting the
aciliis. The overdraft & cash credit are legally repayable in installment & default cascs in the
payment of any installment cire loan usually becomes immediately recoverable o at the option of
the bank.

Bank generaly ealizestheir advance under th following cases

4 Death ofthe borrower o guarantor

& Desolation of the partnership

& Liquidaion o the borrowing company

& Fallure o rencw documents before the oxpiy of the lmitation

& Deteroraton n the inancil positon of th party

% Failue to maintan the sipulated margin

@ Change inthe bank’skading policy

& The policy ofselective credit contol by Bangladesh Bank

Taka in Millon
e 2004 2005 2006 2007 2008

o and Advances O T C TR TR T
Recoveredloan & Advances  1DBS8 1975 W75 19159 B6T
Velum of Nowperformng loans 1211 933  16A@0  %isi  B0%
Non performing Loans 3x % of 930 o7 8 wm s
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 6.3.  Rate of Different Loan and Advance

Table-30

	SL
	Particulars
	Rate

	A.
	Continuous Loan
	

	01
	Cash Credit

a. CC(Pledge)

b. CC (Hypothecation)
	

	
	
	16%

	
	
	16%

	02
	 Overdraft (OD)

a. SOD (FO)

i. SOD(FO) against FDR

SOD(FO) against DBBL’s FDR

SOD(FO) against Other Bank’s FDR

ii. SOD(FO) against SDS

iii. SOD(FO) against SSS

         b.   SOD (G)
	

	
	
	

	
	
	

	
	
	FDR Rate+3%

	
	
	15%

	
	
	15%

	
	
	15%

	
	
	16%

	B. 
	Term Loan
	

	01
	Small Loan

a) Small business Loan

b) Personal loan

c) House Renovation Loan
	

	
	
	16%

	
	
	16%

	
	
	16%

	02
	Consumer Finance Scheme
	16%

	03
	Loan(G) against (P.F)
	16%

	04
	House Building Loan
	13%

	05
	Transport Loan
	16%

	06
	Project Loan
	16%


Types of Loan

 Continuous Loan: 

These are those advances which do not have any set schedule for drawing or disbursement but usually have a terminal date of full adjustment or repayment. Example: Cash Credit (CC), Over Draft (OD) . 

 Continuous Loan of DBBLfor last five years (2004-2008) is-               

              Table-5: continuous loan                                                            Tk in millon
	2004
	2005
	2006
	2007
	2008

	3196
	3201
	4200
	4320
	4760


Source:   Annual Report 2004-2008
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Figure – 7: Continuous Loan

Cash Credit (CC):

A Cash Credit (CC) is an arrangement by which the customer is allowed to borrow money up to a limit. This is a permanent arrangement and the customer need not draw the sanctioned amount at once, but draw the amount as and when required. They can put back any surplus amount, which they may find with them. Thus Cash Credit (CC) is an active and running account, which deposits and with drawls may be affected frequently. Interest is charged only for the amount withdrawn and not for the whole amount charged.

If the customer does not use the cash credit (CC) limit to the full extent, a commitment charge is made by the bank. This charge is imposed on the unutilized portion of Cash Credit (CC) only.

Cash Credit (CC) provides an elastic form of borrowing since the limit fluctuates according to the needs of the business. Cash Credits (CC) are the most favorite mode of borrowing by large commercial and industrial concerns in our country.

Cash Credit (CC) arrangements are usually made against the security of commodities hypothecated or pledged with the bank.
a) Cash Credit (Hypothecation): This type of credit is allowed to the traders and industrial borrowers for promoting trade and commerce and industries. In case of hypothecation the possession of goods is not given to the bank. The goods remain at the disposal and in the go downs of the borrower. This is given access to goods whenever it so desires. The borrower furnishes periodical return of stock with the bank

b) Cash Credit (Pledge): Allowed for promoting trade, commerce and industries of the country against pledge of stock in trade under Bank’s control. In case of the pledge, the goods are placed in custody of the bank with its name on the go down where they are stored. The borrower has no right to deal with them.

Cash Credit (CC) of DBBL for last five years (2004-2008) is-
Table-6:Cash  credit(CC)                                                                     Tk in millon

	2004
	2005
	2006
	2007
	2008

	1532
	1910
	2243
	2407
	2663


Source:     Annual Report 2004-2008
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Figure – 8

Over the year DBBL cash credit increased. Reason behind this is – they provided quality services to their customers and other thing is- business people understood the usefulness of this type of advances.

  5.2 Overdraft:

Overdraft (OD) is an arrangement between a banker and its customer by which the latter is allowed to withdraw over his credit balance in the current account up to an agreed limit. This is only a temporary accommodation usually granted against securities. The borrower is permitted to draw and repay any number of times, provided the total amount overdrawn does not exceed the agreed limit. The interest is charged only for the amount drawn and not for the whole amount sanctioned.

A cash credit is differs from an overdraft in one respect. A cash credit is used for long term by businessmen in doing regular business whereas overdraft is made occasionally and for short duration.

There are two kinds of overdraft.

a) Secured overdraft

b) Unsecured overdraft 


a) Secured overdraft: Secured overdrafts are loans which have collateral attached to them in the form of a lien. A lien is a monetary claim against a property to be fulfilled before repeat ownership can take place.

Secured overdraft divided into two forms. There are – a) Secured overdraft financial obligation (SOD-FO), b) Secured overdraft general (SOD General).

i. SOD (FO): Allowed against financial obligation (Like- FDR, SSS etc.) for promotion of economic and business activities.

ii. SOD (General): Generally allowed to the traders for business promotion and economic activities. In case of  SOD (General), bank keep the land as collateral.

b) Unsecured overdraft: Banks, sometimes, grant unsecured overdraft for small amount to customers having current account with them. Such customers may be government employees with fixed income or traders. Unsecured overdrafts are permitted only where reliable source of funds are available to a borrower for repayment. 

Overdraft of DBBL for the year 2004-2008 is – 

Table-7:Overdraft(OD)                                                                   Tk in million

	2004
	2005
	2006
	2007
	2008

	1663
	1291
	1957
	1913
	2097


Source:  Annual Report 2004 -2008
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Figure –9 : Overdraft (OD)

This diagram indicates that DBBL’s customers’ cooperation was satisfactory level. That’s why it’s increased over the last five years.

   5.3 Demand Loan:

 The loan which become payable after serving demand notice by the bank concerned are termed as Demand Loan.

Example: LIM, LTR, PAD, Loan against Packing Credit, Loan against Investment etc.

Demand Loan of DBBL for the year 2004-2008 is – 

Table-Demand loan                                            
TK. in million

	2004
	2005
	2006
	2007
	2008

	2992
	4300
	5305
	3790
	3459


Source: Annual Report 2004- 2008



[image: image13]
Figure – 10: Demand Loan

   5.4 Loan against Imported Merchandise (LIM):  
Usually, importer fails to retire the documents in spite of repeated reminders of the banker or the bank has to clear the goods imported under the letter of credit at the request of the importer (borrower). In both the cases, whether the importer fails to retire the documents or request for clearance of goods, the outstanding under PAD or B/E is transferred to “Loan against Imported Merchandise (LIM)” account and the overdue interest from the date of accompanying Bills of Exchange or negotiating date to the date of transfer to LIM account is charged. At the time of opening of letter of credit the banks obtain from the importer an arrangement on stamped paper which provides for financing and, if necessary, clearance and storage of goods by debiting importer’s account at their risk and responsibilities. After clearance, consignments are taken delivery by the importer on full payment of bank’s liability. Normally part delivery is not allowed while on LIM account. When the delivery in part is desired by the importer, the LIM is converted into cash credit account retaining proper margin and executing charge documents, the delivery is effected thereafter on obtaining pro rata payment.

Loan against Imported Merchandise (LIM) of DBBL for last five years (2004-2008) is-   

Table-8:LoanagainstImportedMerchandise(LIM)                                                                                   
                                                                                                       Tk. in million
	2004
	2005
	2006
	2007
	2008

	930
	1132
	1425
	891
	503


SOURCE: Annual Report 2004-2008
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Figure- 11: Loan against Imported Merchandise (LIM)

  5.6 Loan against Trust Receipt (LTR):

Under this arrangement, credit is allowed to the importer to retire documents and release the consignment from the customs authority against trust, receipt keeping the goods under importer’s control. The rate of interest of DBBL on LTR @ 13.5%.

Loan against trust receipt (LTR) of DBBL Bank for the year 2004-2008is–
 Table- Loan against trust receipt (LTR)                                                                                                                                                                

                                                                                                           Tk  in Million

	2004
	2005
	2006
	2007
	2008

	729
	1115
	1853
	1906
	1888


SOURCE: Annual Report 2004-2008:
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Figure-12 : Loan against Trust Receipt (LTR)

  5.7 Payment against Documents (PAD):

The bank that opens the letter of credit is bound to honor its commitment to pay for import bills when these are presented for payment, if drawn strictly in terms letter of credit.

The foreign correspondent bank, who negotiates the documents, debits the account of the opening bank and, in fact, the amount thus stands advanced on behalf of the importer. The opening bank will lodge the shipping documents to their book and will respond to the debit advice originated by the foreign correspondent to the debit of “Payment against Documents (PAD)” account or “Bills of Exchange (B/E)” accounts and present the bill to the importer for payment. 

Payment Against Documents (PAD) of D        

  Table-9: Payment against Document                                              Tk in  million
	2004
	2005
	2006
	2007
	2008

	1190
	1830
	1827
	786
	821


     Source:  Annual Report 2004-2008:
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Figure- 13: Payment against Documents (PAD)
 5.8  Loan against Packing Credit:

Packing credit is a short term advance granted by bank to an exporter for assisting him to buy, process, packs and ships the goods. The credit is gradually extended for payment of freight, handling charges, insurance and export duties. A packing credit advance does not normally extend beyond 180 days and has to be liquidated by negotiation/ purchase of the bills of exchange. The rate of interest of DBBL on this packing credit @ 7%.Loan Against Packing Credit of DBBL for 2004-2008 is –
 Table -10: Loan against packing credit                                                 Tk in million

	2004
	2005
	2006
	2007
	2008

	95
	188
	169
	187
	208


Source:  Annual Report 2004-2008 :  
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Figure- 14: Loan against Packing Credit

5.9 Term Loan

These are loans which have a specific term for repayment as specified in the loan agreement. Example: Loan (General), Transport Loan, Project Loan, Lease Financing, Small business loan, personal loan, House Building Loan and Other Loan etc.

Term Loan of DBBL for 2004-2008 is –

Table-Term loan                                                                                       Tk in millon

	2004
	2005
	2006
	2007
	2008

	1611
	2289
	2398
	3544
	5552


Source:   Annual Report 2004-2008
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Figure –16 : Term Loan

  5.10 Loan (General):

In case of loan general, the baker advances a lump sum for a certain period at an agreed rate of interest. The entire amount is paid on an occasion either in cash or by credit in his/her current account which he/she can draw at any time. The interest is charged for the full amount sanctioned whether he/she withdraws the money from his/her account or not. The loan may be repaid in monthly installments or at the expiry of a certain period.

  Loan (General) of DBBLfor 2004-2008
Table-11: Loan (General)                                                                
Tk in million
	2004
	2005
	2006
	2007
	2008

	927
	1628
	1632
	2697
	2182


  Source: Annual Report 2004-2008 
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Figure – 17: Loan (General)
Higher the loan amount higher the income of the bank. In this sense, DBBL is doing well. In the year 2003 this loan general was Tk.927 million, but in 2007 it was Tk2697 million. This picture indicates that DBBL is aggressive to earn interest income. By doing this job management maximize the profit of the bank and maximize the wealth also. 

  5.11 Micro credit financing:

To fulfill its commitment to play a vital role in socio economic development of the country DBBL Bank Ltd has introduce a small and medium credit scheme for its customers. The objective of the scheme is: 

a. to encourage and develop medium and small entrepreneurs  

b. to provide credit with minimum complexity and 

c. to generate employment

Under the scheme, DBBL Bank Ltd. is providing loan: 

a. to meet working capital 

b. to purchase capital machinery and for expansion of business and 

c. for purchasing household durably 

The Scheme covers he following areas of options: 

a) Agriculture sector – seed or crop loan, Poultry and Fisheries, Fish processing, Plot , Fish storage and Marketing Project, with processing project etc.

b) Small and Cottage Industry  - Handicraft maker, Blacksmith, Fishing net weaver, handloom industry, Goldsmith, watch assembling project, mineral water plant etc. 

c) Service Industry: - Transportation, medical service provider, different type of shop owners, hotel and restaurant owners, vocational training center etc. 

d) Household durable and Consumer credit – Electric equipment, Electronics, Vehicles, Furniture, medication and Hospitalization, cookeries etc.

5. 12.Non Performing Loan:

Loans are designated as nonperforming when they are placed on non accrual status or when the terms are substantially altered in a restructuring. Non accrual means that banks deduct all interest on the loans that was recorded but not actually collected. Banks have traditionally stopped acquiring interest when debt payments were more than 90 days past due. However, the interpretation of when loans qualified as past due varies widely. Many banks did not place loans on non accrual if they were brought under 90 days past due by the end of the reporting period. This permitted borrowers to make late partial payments and the banks to report all interest as accrued, even it was not collected. On occasion, banks would lend the borrower the funds that were used to make the late payment.

The impact of this practice on financial statements is twofold. First, nonperforming loans are understood on the balance sheet, so that credit risk is actually higher than it appears. Second, interest accrued but not collected increase net interest income, thus overstating NIM, ROA, and ROE. Volume of nonperforming loan of DBBL for the year 2004-2008 as bellow: 
Table- Non performing loan   

  

           
Tk in millon

	2004
	2005
	2006
	2007
	2008

	865.11
	1067.06
	1234.14
	1253.35
	1188.40


Source:  Annual Report  2004-2008 
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               Figure:22 Non performing loan

From the above figure we can see that DBBL’s non-performing loan amount increased day by day. But it doesn’t show the real picture. Because, the total loan and advances increased then non-performing loan also increased over the preceding year. 

CHAPTER 06

FOREIGN EXCHANGE DEPARTMENT

 6.1 INTRODUCTION

Foreign Exchange refers to the process or mechanism by which the currency of one country is converted into the currency of another country. Dr. Paul Einzing defines “Foreign Exchange as the system of process of converting one national currency into another & of transferring money from one country to another”. The Foreign Exchange Regulation Act 1947 as adopted in Bangladesh defines Foreign Exchange as foreign currency including any investment draws, accepted, made or issued as per clause 13 of article 16 of Bangladesh Bank order 1972 & all deposits, credits & balances payable in any foreign currency, any drafts, travelers cheques, L/C & bill of exchange express or drawn in currency but payable in foreign currency.

According to Bangladesh Bank order 1972, FE means foreign currency & includes any instrument drawn, accepted made or issued under clause 13 of section 16 of the Bangladesh Bank order 1972, all deposits & credit & balance payable in any foreign currency, any drafts, travelers cheques, L/C & bill of exchange express or drawn in  Bangladeshi currency but payable in foreign currency.

All branches of a bank cannot practice the foreign Exchange. To practice the foreign Exchange it must be Authorized Dealer (AD). To become AD, the bank must show that the branch is capable & has sufficient manpower to practice FE business.

6.2 Foreign Trade

The foreign trade of a country refers to its imports & exports of merchandize from & to other countries under control of sale. No country in the world produces all the commodities it requires. On the contrary, a country may produce more of those commodities in the production which it has a greater or comparative advantage & May or may not produce smaller quantities of those in the production of which it has a greater or comparative disadvantage. The commodities which country can economically produce it exports, which those in it has greater disadvantage if imports. Foreign trade constitutes a sizable position of international transaction of a country.

6.3 International Commercial terms/ Foreign Exchange terminology
The Inco Terms were evolved by the International Chamber of Commerce to provide a set of International rules for the interpretation of the chief terms used in foreign trade contracts. Inco Terms were first published in 1936 & subsequently revised in 1953, 1967, 1976, 1980, 1990 & 2000 version defines 13 terms, providing & up-to-date set of rules broadly in line with the current practices of majority of businessmen engaged in International trade.
6.4 Rate of Exchange

The rate of exchange is the price of one currency in terms of another or in other words, the number of units of one currency which exchange for a given number of units of another currency. It varies continuously with every variation in the relationship between the world demand & supply of the currency concerned. Thus the exchange rate of a country is determined by the interaction of demand for the supply of the same.

The Rate of Exchange is guided in two ways:

1. Rate quoted in terms of a given number of units of foreign currency per one unit of home currency is known as “Currency Rate”. In case of currency rate buy high & sell low. It is known as indirect quotation.

2. Rate quoted in terms of a given of home currency per one unit of foreign currency is known as “Pence Rate”. In case of Pence Rate, buy low & sell high. It is known as direct quotation.

The basic rate of exchange of Bangladeshi Taka with US dollar is fixed periodically by Bangladesh Bank depending on REER & the rates of exchange of other major currencies with Bangladeshi Taka are fixed daily on the basis of New York/ Tokyo/ Hong Kong/ Singapore Exchange market.

The Exchange or Currency Position:

The currency position of DBBL includes the daily total sales & purchase, both spot & forward in a particular currency. That means the daily total sales & purchase; both spot & forward in a particular currency indicates the banker’s currencies position in the concerned currency. It is expressed in

US $.

Fund or Cash Position:

The fund position or cash position of an exchange dealer is the actual balances in his overseas account in particular currency. In case of DBBL in a particular currency the dealer takes into consideration the actual amount of foreign currency that is to be received & to be paid out on the date for calculating the cash position.

Exchange Control:

In Bangladesh, the exchange control is administered under the provision of foreign exchange regulation act, 1947 as adopted in Bangladesh. Authorized dealers are guided by Guide Lines for foreign Exchange Transaction issued by Bangladesh Bank- 1996 Edition.
The main objectives of exchange control:

1. To conserve scarce foreign exchange & to ensure its best utilization.

2. Acquisition by the Government of all foreign currency.

3. Rationing of these holding for such purpose as the Govt. may consider essential in the interest of the country’s economy.

Authorized Dealer:

DBBL deals in foreign exchange when he is so authorized by license by the Bangladesh Bank under section 3 of the foreign exchange regulation act 1947, which are known as Authorized dealers.

Authorized Money Changer:

In DBBL, who are not Authorized dealers; those people are authorized to change the money or can do limited foreign exchange licensed by Bangladesh Bank Agency arrangement.

Agency Arrangement:

International agency arrangements are being maintained between the bank different countries for the purpose of the easy & early settlement of accounting procedures arising out of the bank (home & abroad) transactions. In DBBL, agency arrangement refers to an arrange for conducting banking transaction between an authorized dealer & a foreign bank branch. Each one is Foreign Correspondent of the other.

All branches of a bank cannot practice the Foreign Exchange. To practice the Foreign Exchange it must be the Authorized dealer (AD). To become AD, the bank must show that the branch is capable & has sufficient manpower to practice FE business.

6.5 Branches of DBBL operate Foreign Exchange Business

The following branches of DBBL operate Foreign Exchange Business:


· Motijheel Branch

· International Division

· Bangshal Branch

· Dilkusha Branch

· Gulshan Branch

· Dhanmondi Branch

· Uttara Branch

· Moghbazar Branch

· Mitford Branch

· Kawran Bazar Branch

· Foreign Exchange Branch

· Malibagh Branch


· Agrabad Branch

· Khatungonj Branch

· Jubilee Road Branch

· O R Nizam Road Branch


· Laldighirpar Branch


· Khulna Branch

· Jessore Branch

· 6.6  DBBL & Foreign Exchange Operations:
DBBL started fully its commercial banking activities on the 1996. On the basis of the various services regarding the foreign exchange provided by the DBBL can be segregated into three board categories

· Import & Export

· Foreign remittance

· Others

Import & Export

Now a day’s foreign exchange is very important. So long as the role of DBBL in foreign exchange is also important. As banking institutions / DBBL performs a part of foreign exchange, issues L/C, negotiates bills, and pays in favor of foreign bank. It is done both interest & commission basis.




                                                               Documents

          Remain Authority

               


                                                    Reimbursement Claim

Flow Chart of Export & Import Procedure

Other foreign exchange operation of DBBL includes FC A/C Such as Non resident Foreign currency Deposits (NFCD), Non Resident Bangladeshi's in Initial Public offer etc. These schemes are only for the non-resident Bangladeshi. These are maintained by the foreign currency. These schemes are very much profitable both for DBBL and non Resident Bangladeshi.

Ancillary Services

Foreign exchange for travel, medical treatment, education abroad.

When any one travel abroad for business, holiday or any other purpose they can obtain their foreign currency and travelers cheques permissible under Government regulation without any hassle from any branches.

Student File - Foreign Exchange Remittance for education abroad

The Bangladesh Government allows remittance of tuition fees and living expenses for Bangladeshi Students undertaking studies abroad. Outgoing students intending to avail this facility require opening a file with the authorized dealers. Branches have dedicated personnel to assist students in this regard. For efficient handling of the periodic remittances under the scheme customer can fully rely.

6.8 CONTRIBUTION OF FOREIGN EXCHANGE BUSINESS OF DBBL:

The spirit behind foreign trade is nothing but foreign exchange Export Import or Remittance which even the might best is foreign exchange, which has the free access & movement through out all these areas.

The following table presents the contribution of Foreign Business of DBBL:

	YEAR
	EXPORT
	IMPORT
	REMITTANCE
	FOREIGN EXCHANGE

	2004
	4967.33
	13089.94
	1162.10
	18219.37

	2005
	5771.65
	13274.08
	1961.6
	21006.68

	2006
	7776.3
	16296.30
	2492.3
	26564.9

	2007
	8557
	17646.8
	3856
	30059.8

	2008
	9577.92
	28779.21
	7443.5
	45800.63


TOTAL FOREIGN EXCHANGE BUSINESS of DBBL from 2004-2008

From above table one thing is very much clear that the foreign exchange operation (including export, import, remittance) of DBBL increasing day by day.

Contribution of Foreign Business of DBBL
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6.9 Balance of Payment Scenario

Balance of Payment provides an overview of a company’s international transactions. It records the goods & services that the country can sold to or bought from the rest of the world & the changes in the countries claims on & liabilities to the rest of the world. It can be deficit or surplus, here, for the simplicity, Balance of Payment of DBBL calculated by deducting the import payment from the export receipts. The Balance of Payment of DBBL from 2003 to 2007 are given bellow-

Balance of Payment situation of NCCBL from 2004 to 2008

	YEAR
	EXPORT
	IMPORT
	Balance

of Payment

	2004
	4967.33
	13089.94
	(8122.61)

	2005
	5771.65
	13274.08
	(7502.43)

	2006
	7776.3
	16296.30
	(8520)

	2007
	8557
	17646.8
	(9089.8)

	2008
	9577.92
	28779.21
	(27821.29)


From above table we see that DBBL import more than the export which is not good.

6.10 Documents for Foreign Exchange Business:

1) Letter of Credit (L/C)

Letter of Credit 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. L/C is also known as documentary credit. A documentary credit may either be revocable or irrevocable
Summary of the Procedure of L/C Operation:

1. The buyer and the seller conclude a sales contract providing for payment by documentary credit.

2. The buyer instructs his Bank-the “issuing” Bank to issue a credit favor of the seller (beneficiary).

3. The issuing Bank asks another Banks, usually in the country of the seller, to advise or confirm the credit.

4. The advising or confirming Bank informs the seller that the credit has been issued.

5. As soon as the seller receives the credit and satisfied that he can meet its terms and conditions, he is in a position to load the goods and dispatch them.

6. The seller then sends the documents evidencing the shipment to the Bank where the credit is available (the nominated Bank). This may be the issuing Bank, or the confirming Bank, or a Bank named in the credit as the paying, a accepting or negotiating Bank.

7. The Bank checks the documents against the credit. If the documents meet the requirements of the credit, the Bank will pay, accept, or negotiate according to the terms of the credit.

8. The Bank, if other than the issuing Bank, sends the documents to the issuing Bank.

9. The issuing Bank checks the documents.

10. When the documents have been checked by the issuing Bank and found to meet the credit requirements they are released to the buyer upon payment of the amount due or upon other terms agreed between him and the issuing Bank.

11. The buyer the transport document to the carrier who will then proceed to deliver the goods.

Legal Framework

Foreign exchange business is a crucial and complex business all over the world. Fraud and forgery may arise in very sphere of this business. To overcome those mishapenings and to settle international disputes, a legal framework is a must. An apex body is doing these functions named International Chambers of Commerce (ICC). The publication made by the ICC is treated as compulsory law for each and every country. Among many publications no. 500 is related to L/C opening and such other purposes.

Import L/C

By opening a letter of credit on behalf of the customer (importer) Bank undertakes to make payment to an exporter subject to submission of documents drawn in strict compliance with letter of credit terms giving title to goods to the importer.

Following documents must be submitted by the buyer/importer at the time of opening a L/C:

a. Import Registration Certificate – IRC

b. Tax Identification Number – TIN

c. Membership Certificate from registered organization or trade association

d. Pro forma Invoice

e. LCA form and L/C application form duly filled in and signed by the importer

f. Insurance cover note with Bank clause along with premium paid receipt.

If the import L/C application is found to be order in all respect then mark the serial on the appropriate space in the L/C application.

International Department (ID) of DBBL Bank, Head Office grants any L/C proposal forwarded by the branch. ID of DBBL Bank gives sanction of L/C subject to the following conditions:

a. Proposed importer is a current account holder.

b. The items to be imported according to import policy.

c. Proposed importer is a good and reliable constituent and he is a man of commitment.

d. Excess cost of imported merchandise due to fluctuation of Foreign Trade rate must be beard by the importer.

e. L/C must be opened according to the specified invoice.

f. The constituent is not a defaulter of the Bank nor is the guarantor of any defaulter.

Having completed all the formalities discussed there, the Bank grants credit as required by the importer in favor of the exporter.

Preparation of L/C
All the terms and conditions as embodied in the L/C application of the imported are typed in the L/C pro forma in manifold.

Scrutiny of the typed L/C
They typed L/C is scrutinized as under:

a. Documents required to be clear mentioned

b. Separate re-imbursement instruction is clearly given

c. All other instruction have been incorporated

d. L/C number, date and amount in foreign currency has been mentioned on the L/C

e. The L/C has been prepared in accordance with Uniform Customs and Practices for Documentary Credit (UCPDC).

Then the particulars of L/C are recorded in the L/C opening register:

a. Date and L/C number

b. Name of the party

c. Amount in Tk. and foreign currency

d. Merchandise to be imported and country of origin

e. Name of advising bank

f. Expiry date

g. Percentage of margin and amount of margin

h. Amount of commission, postage charges, telex charges and foreign correspondence charge.

Disposal of L/C

L/C types in the printed form are disposed in the following manner.

a. First two copies to the advising Bank original for beneficiary and 2nd copy for advising Bank

b. One copy Head Office

c. One is sent to the importer

d. One copy is retained as office copy

Then L/C is advised either by Airmail or by telex to the advising Bank.

After receiving the document the advising Banker may negotiate the document or may not (in case of negotiating) banker before negotiation to see that full sets of documents have been received and that they are in order and have been correctly drawn in accordance with the terms of the credit.

Export L/C

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 bank and negotiating for the exporter. As a negotiating Bank, it receives documents from the foreign importer and hand it over to the exporter. Sometimes it adds confirmation on the L/C on request from the opening Bank. By adding confirmation it assumes the responsibility to make payment to the exporter.

As negotiating Bank, it negotiates the bills and other shipping documents in favor of the exporter. That is, it collects proceed of the export-bill from the drawee and credits the exporter’s account for the same. Sometimes the bank purchases the bills at discount from the local exporter and waits till maturity of the bill. When the bill matures, Bank presents it to the drawee to encash.

In our country, export and import operation of Bank is very much related with one another because of use on Back to Back L/C. Most of the L/C opened is Back to Back L/C and maturity of payment for Back to Back L/C is set in such that it can be paid our of export proceeds. So export and import sections works as one unit. These two operations can hardly be separated from one another in the branch.

Back-to-Back L/C

As per existing provisions recognized export oriented units permitted to make import of raw materials and packing materials under the Back to Back L/C arrangement where import payments are made out of realized proceeds of exports of the manufacture’s products.

Back-to-Back L/C Condition

A. Security

a. Lien and physical possession of export L/C in favor of the Bank (affixing lien mark on it).

b. Imported items will be stored in a bonded warehouse under joint and effective control of Bank and customs authority after clearing through the approved C& F agent.

B. Other Conditions

a. Drawing to draft clause

b. Import of raw materials in proportion to the working capacity and convenience of the factory

c. Treatment of interest

d. Undertaking must be given by the party in case of any failure to export the goods

e. Time of opening L/C and negotiation within specified period

f. Back-to-Back L/C shall be opened only in the currency in which export L/C would be received to avoid loss due to exchange fluctuation.

Inland L/C

Bank also finances export trade normally by opening and Inland Letter of Credit on behalf of the exporter, who has received on export letter of credit from overseas buyers. The suppliers are generally paid after negotiation of export documents submitted by the exporters. Documents for negotiation are:

· Bill of Exchange

· Delivery Chalan

· Commercial Invoice

· Country of Origin Certificate

· Packing list

· Transport document

Credit Facilities in L/C Operation
Bank provides some credit facilities to the importer and exporter during L/C operation. These facilities described below:

PAD
Since Bank pay to exporter on the basis of shipping documents, that’s why it is known as Payment Against Documents (PAD). After opening L/C, foreign exporter sends goods to the importer and a bill of exchange along with shipping documents to the L/C opening Bank. Bank hands over the shipping documents to the importer only after his recovery of the payment from the importer.

ECC
Export Cash Credit is given for processing of raw materials such as light, gas, wages, and rent etc. so that the exporter can manufacture the goods for export.
LIM
Since this loan is given on the imported goods, this is called Loan Against Imported Merchandise. Sometime or financial crisis, importer fails to pay the amount stipulated in bill or exchange to the opening Bank. In this case, he requests to the Bank to treat PAD as credit and hand over the shipping documents to him so that he can clear the imported goods from the port. Then Bank converts the PAD to regular credit and hand over the documents to the importer and takes the imported goods as security for the loan.
Foreign Bills Purchased
This loan is given to the exporter. Bank purchase it at discount. When local exporter gets a bill of exchange, he has to wait until the maturity of the bill for receiving payment. Sometimes he can’t wait until maturity and request the Bank to purchase it. If Bank decides to purchase it, then it makes payments to the exporter against the bill of exchange and upon maturity, and Banks present it to the drawee of the bill for encashment.

2) Bill of exchange

It is a direction for the exporter to the importer to pay the value of goods exported to the bank through whom he sends the documents.

Types of bill of exchange


1. Sight & Usance bills:

A bill of exchange is a sight bill if the drawee is to make payment immediately on presentation of the bill to him.

A bill is a usance bill if the drawee is to make payment after a period specified in the bill has expired. A usance bill may be ‘after date’ bill or ‘after sight’ bill.

2. D/A & D/P bills:

A usance bill may be D/A & D/P terms. If it is on D/A terms, the collecting bank is to deliver the documents to the drawee on the acceptance of the bill by him. If it is a D/P bill, the documents will be delivered to the drawee only on payment till which time they are retained by the bank.

3) Bill of Lading

In international trade shipping occupies an important place as a mode of transport. The document evidencing the carriage of goods by sea is the ‘bill of lading’. A bill of lading is a document issued by the shipping company or its agent, acknowledging the receipt of goods for carriage which are deliverable to the consignee or his assignee in the same condition as they were received.

Nature of Bill of Lading

A bill of lading renders the following three functions:

· It is an evidence of contract of carriage

· It is a receipt for the goods received by the carrier &

· It is a document of title to goods.

4) Marine insurance policy

It provides cover against perils of the sea & other connected risks which the goods are exposed to.

Marine Losses

The basic risks covered by any marine insurance policy are:

· Perils of sea which include damage to the vessel or cargo by forces of waves, storms, standing of the vessel, sinking of the vessel, collision with other vessel etc.

· Fire which includes damage directly due to fire efforts to extinguish the fire.

· Jettison which means voluntary throwing overhead of some cargo to save the ship & the rest of the cargo.

· Barratry which means loss due to fraudulent or wrongful acts of the captain of the vessel or its crew.

      Types of Marine Losses







5) Invoices

Commercial invoice is an evidence of the sale made, containing the detailed description of the goods sold. Consular invoice & certified invoice serve specific purposes.

6) Other Documents

· Certificate of origin.

· Packing list.

· Weight Note.

· Quality or Inspection Certificate.

· Analysis Certificate.

· Health Certificate.

· Blacklist Certificate.

6.11 EXPORT
Export is the process of selling goods and services to the other country. It has an immense contribution to generating income for the bank.

Method of Export Financing

There are two types of credit facilities allowed by the bank to the exporter in relation to export credit.

· Pre Shipment credit.

· Post Shipment credit.

Pre Shipment credit

When an exporter intends to ship the goods to an overseas buyer he/she needs fund for purchasing goods to be exported. He/she may also depend upon the bank for arranging credit for the supply of goods.

Post Shipment credit

Post Shipment Finance is more concerned with banks than Pre Shipment Finance. This type of finance starts after the goods have already been shipped.

6.12 Function of Export Section:

Export section performs different types of tasks such as:

· Back to Back L/C Open.

· Foreign Documentary Bill for Collection (FDBC).

· Foreign Documentary Bill for Purchase (FDBP).

· Local Documentary Bill for Purchase (LDBP).

· Secured Overdraft (SOD) Export.

· Export Cash Credit (ECC).

· Packing Credit (PC)

· Accepted Bills Payable (ABP).

6.13 Export procedures

A person desirous to export should apply to obtain ERD from CCLNE. Then the person should take step for export purpose into the bank for obtaining EXP form. He/she must submit the following documents:

•
Trade License.

•
ERC.

•
Certificate from concerned Government Organization.

After satisfaction on the documents the banker will issue EXP form to the exporter. Now exporter will be getting shipping and other documents from the shipment procedure. Exporter should submit all these documents along with letter of indemnity to the bank for negotiation.

6.14 Documents of Export

Following major documents are required for export purpose:

· Commercial invoice.

· Bill of lading.

· EXP form.

· Bill of exchange.

· L/C copy

· Packing List.

· Certificate of Origin.

· Quality Control Certificate.

· Weight List.

· Inspection Certificate.

Export View of Last 5 (five) years of DBBL:

	YEAR
	EXPORT

	2004
	4,967.33

	2005
	5,771.65

	2006
	7,776.30

	2007
	8,557.00

	2008
	9,577.92
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Figure (in million)

6.15 IMPORT

Foreign Exchange trade is performed under internationally set norms & standards. Import is no exception & all commercial banks serve the importers under those defined norms.

6.16 Method of Import Financing

Letter of Credit is most important method of import financing. International trade takes place between sellers & buyers located in different countries. The parties to a trade transaction are not always known to each other. Even if they are known to each other the seller may not have full confidence in the credit worthiness of the buyer or the buyer may not like to pay before he actually receives the goods. In Letter of Credit worthiness is substituted for the credit worthiness of the importer. Under a banker’s Letter of Credit, the issuing bank gives a written undertaking on behalf of the buyer that the bank will honor the obligation of payment or acceptance as the case may be, on presentation of stipulated documents. On requesting of importer bank issue the Letter of Credit at a margin prescribed by the Government. This margin varies to commodities to commodities. According to the Govt. instruction bank does not generally issue the Letter of Credit less than at 50% margin. DBBL follows this margin prescribed by the Government strictly.

Procedure for Sanction of Pre-Shipment Finance

For sanction & management of all types of Pre-Shipment Credit, DBBL maintain its rules & regulation very strictly. In this regards, DBBL observes following points carefully:

· The L/C should irrecoverable, unrestricted valid & preferably confirmed.

· The credit worthiness of the importer & his import performance are to be invariably ascertained. Similarly, credit worthiness & solvency of the buyer & seller also be enquired through foreign correspondence.

· Credit should normally cover only the period for procuring, processing & shipping the goods.

· In case of pledge “Banks affective Control” should maintained.

· The Export documents should b carefully scrutinized at the time of negotiation to ensure with the terms of the L/C.

Procedure for Sanction of Post-Shipment credit under Document Negotiation

The usual method of providing finance at the post-shipment stage is negotiation under Letter of Credit. In this regard before scanting credit or undertaking DBBL, carefully verified following points for negotiation documents:

· The documents should present for negotiation before expiry of the credit. In the period of negotiation before is specially mention in the documents should not be negotiated beyond that period.

· The amount of the bill should not exceed the amount authorized in the L/C.

· All the documents asked for in the L/C have been submitted & those are prima-facie in order.

6.17 Operational Activities of Import Section

· Officers in L/C opening desk process L/C application.

· Proposals for opening L/C (Cash) being prepared by the officers.

1. For Internal Approval: It is made for those importers who are enjoying L/C limit facility for a period of 12 months approved by the Head Office.

2. For Head Office Approval: Proposal made on case to case basis in a detail format for, those importer during their initial 3 to 6 months period. Satisfactory performance in the account during the period upgrade them to avail full fledge credit line on 12 months basis.

· Obtain charge document.

· Negotiate with the importer margin fixation.

· Negotiate with the importer for fixation of made of retirement of bills/ P.A.D.

· Obtain information about the market ability & gathering local price level of the commodity to be imported.

· Next steps are to open the Letter of Credit:

1. An L/C number is provided.

2. Opening charge or commission recovered.

3. Charges & Liability vouchers are passed.

4. Preparation & checking of L/C body in accordance with the proforma invoice (PI) or indent. Signing of L/C by two authorized officers & giving go ahead for the transmission of the same.

· Officers also prepare credit line proposals for importers:

1. Lodge the documents in P.A.D.

2. Notify the importer to release the original documents.

3. Arrange the retirement of the original documents after recovery of dues in cash against related P.A.D.

4. Issue shipping guarantee against non-negotiable copy documents.

· Retirement of P.A.D. are also made through LIM:

1. If arrangement was made while opening L/C.

2. When importers fail cash retirement commitment & bank considered his or their request.

3. When situation compels so due to total non-cooperation of the importer.

4. This situation usually doesn’t occur but at the same time can’t be totally ruled out when importers remain at total detachment with the bank.

6.18 Some Products of Import Section are-

1. LTR

2. Lien

3. ABP

4. L/C Opening

Import View of last 5 (five) years of DBBL

	YEAR
	IMPORT

	2004
	13,089.94

	2005
	13,274.08

	2006
	16,296.30

	2007
	17,646.80

	2008
	28,779.21
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Figure (in million)
6.19 Remittance

Remittance is another important sector of the DBBL from where it earns a lot of foreign exchange every year. Remittance means to send or transfer money or money worth from one place to another. In this case the bank as the media to transfer or remit the money. Against the service it charges some commission from the client.

Types of Remittance

Generally the process of remittance can be divided into major categories:

· Inward Remittance

· Outward Remittance

Inward remittance

Inward remittance deals with funds from overseas. The remittance can be performed in two ways:

· Cash remittance through TT ( Telegraphic Transfer)/DD ( Demand Draft)

· Remittance due to export.
Outward remittance

Outward remittance id funds remitted to overseas on the behalf of the client. It may be in the following form:

· Telegraphic Transfer (TT)

· Demand Draft (DD)

· Mail Transfer

· Remittance due to import

FUNCTIONS OF FOREIGN REMITTANCE SECTION:

Selling

· Selling of traveler's cheques to Bangladeshi travelers.

· Selling cash foreign currency in the form of draft and ties to Bangladeshi students for education abroad.

· Selling of foreign currency to Bangladeshi for medical expenses.

· Selling of foreign exchange to non resident stock investor.

Buying

· Buying of International currency from foreigner and Bangladeshi.

· Buying cash foreign currency from foreigner and Bangladeshi.

· Buying of draft from Bangladeshi.

· Buying of foreign currency from FC account of Bangladeshis individual as well as from exporters.

· Buying of foreign currency from non resident investing in shares and stocks of Bangladesh.

                                 CHAPTER -07
                                  FINDINGS
Findings:
While working at DBBL Bank ltd, Dhanmondi Branch, I have attained to a newer kind of experience. After the collection of data, I have got some findings. These findings are completely from my personal point of view. Those are given below:

· DBBL Bank Limited has already achieved a high growth rate accompanied by an impressive profit growth rate in 2005. The number of deposit and investment are also increasing rapidly.

· DBBL Bank has an interactive corporate culture. The working environment is very friendly, interactive and informal. And there are no hidden barriers or boundaries while communication between the superior and the subordinate. This corporate culture provides as a great motivation factor to the employees.

· DBBL Bank Limited has already established a favorable reputation in the banking industry of the country. It is one of the leading private sector commercial banks in Bangladesh. The bank has already shown a tremendous growth in the profits and deposits sector.

· They follow the traditional banking system in general banking department. The entire general banking procedure is not fully computerized.

· From the clients view introducer is one of the problems to open an account. It is general problem to all commercial bank.  
· DBBL Bank uses manual system to verify specimen signature of clients it consumes a lot of time. 

· Lack of update products is also a drawback of the general banking area of the DBBL Bank. The bank provides only some limited traditional services.
· They face troubles with those clients who have not any knowledge in banking transactions and banking rules. 
DBBL Bank has own training Institution for its employees, so they don’t require to train them in other training Institutions.

They are not using Data Base Network in information technology Department. So they have to transfer data from branch to head office by using floppy disk. For example clearing cheque.

Bank has no office assistance that’s why officer of Bank transfer papers and documents from one desk to another, it consumes time of officer and also clients.

DBBL Bank has insufficiencies of Authorized Dealer Branch in respect of the total foreign exchange business. Bank has only six branches, which have AD licenses. As a result it total foreign exchange business is very small in respect of total market.

DBBL Bank's numbers of customers are also very small in compared to other banks in the market. This is because of small number of branches.

The number of branches is not sufficient to cover the country most. 

The bank failed to provide standard recruitment policies in lower level like Assistant Officer to Junior Officer. As a result the services of the bank face problems in resent   days. 

 Present Problems

· There are no party wise files.

· There are no file lists.

· There are no country wise beneficiary’s credit report files.

· Sanction letter is not kept in the concerned files.

· Inspection of godown is not done & we are depending on the godown keepers having cores of LIM liabilities.

· Regularization of documentation & other works are not done.

· It was that no letters were send to the parties who haven’t submitted the bill of entry.

· They follow the traditional banking system in general banking department. The entire general banking procedure is not fully computerized.

· From the clients view introducer is one of the problems to open an account. It is general problem to all commercial bank.  
· DBBL Bank uses manual system to verify specimen signature of clients it consumes a lot of time. 

· Lack of update products is also a drawback of the general banking area of the DBBL Bank. The bank provides only some limited traditional services.
· They face troubles with those clients who have not any knowledge in banking transactions and banking rules. 
· DBBL Bank has own training Institution for its employees, so they don’t require to train them in other training Institutions.

· They are not using Data Base Network in information technology Department. So they have to transfer data from branch to head office by using floppy disk. For example clearing cheque.

· Bank has no office assistance that’s why officer of Bank transfer papers and documents from one desk to another, it consumes time of officer and also clients.

· DBBL Bank has insufficiencies of Authorized Dealer Branch in respect of the total foreign exchange business. Bank has only 17 branches, which have AD licenses. As a result it total foreign exchange business is very small in respect of total market.

· DBBL Bank's numbers of customers are also very small in compared to other banks in the market. This is because of small number of branches.

· The number of branches is not sufficient to cover the country most. 

· The bank failed to provide standard recruitment policies in lower level like Assistant Officer to Junior Officer. As a result the services of the bank face problems in resent   days. 

                                     CHAPTER -08
                              Recommendation and Conclusion

Recommendations

For the probable solutions of the identified problems ensure better progress to DBBL Bank in future, some necessary steps are recommended bellow on the basis of collected data, observation, expert staffs opinion and my knowledge and judgment.

If the entire banking system is fully online on computerized system then they satisfy the customer by providing fast service with minimum service charge.

DBBL Bank should ensure networking system with its branches then it could easily transfer data within short time. 

· DBBL Bank should give more attention to advertisement for creating more attraction among its customers, which is helpful to collect more deposits and increase investments scope. That's why bank should give emphasis on advertisement in various media like TV, News Paper, Internet and Billboard.

The entire department should be well informed regarding their goals and objectives. It is essential to execute company objective into individual target.

A philosophy of working for the customer instead of working for boss must be introduced.

Job description should be clarified and proper training facilities should ensure to improve the performance of bottom line management.

It was observed that the officers of DBBL Bank have to spend more time in preparing vouchers; this can be avoided by the automation.

· DBBL Bank should develop online banking system to compete with other commercial banks.

The bank has the provision of internship but there is no organized program for internship.

Credit Card and Automated Teller Machine (ATM) should be introduced as soon as possible because of present market demand of the customer and the educated customer now wants technology based banking.

Attractive incentives packages for the exporters will help to increase the export and accordingly it will diminish the balance of payment gap of DBBL bank.

· DBBL Bank is to be concentrating in always monitoring the performances of its competitors in the field of foreign trade. 

Bank can provide foreign market reports that will enable the exporter to evaluate the demand for their products in foreign countries.  

Due to lack of proper knowledge about the operation procedure and services provide to the customers by SWIFT certain customers are facing problem as they have to wait for certain time to get service. And sometimes personnel are not being able to operate SWIFT without any confutation. They are not fully independent handing SWIFT. Official training is the solution of this problem.

Bangladesh Bank should take initiative to form a high-powered committee consisting scholars and experts from different disciplines and professions such as academicians, economists bankers, lawyers etc. to design an appropriate and useful legal framework for Islami Shariah Based Banking. This type of committee may be helpful for the necessary correction of government policies in Islami Banking.

DBBL Bank will have to encourage entrepreneurs, businessmen, rich people and government to come forward to established ancillary organizations.

Branches of DBBL Bank are not sufficient as per demand of the people. So DBBL Bank should setup new branches

· They should also focus on the marketing aspects by informing the customers about its products and offering services charges. 

· DBBL Bank Ltd. Should focuses on their promotional activities on its marketable products.
Conclusion
The profit destroying intra industry rivalry in the banking industry makes a bank’s operation challenging to squeeze out any abnormal profit. In such situation, with an enormous financial strengths and brand image, Dutch-Bangla Bank Limited is serving the local people of Bangladesh by offering diversified banking services. Doing outstanding performance and being the dominant among the industry in this cut throat competitive situation depends not only on the internal strengths but also on the external opportunities. Considering this, efficient, timely and updated corporate strategy makes a way out for an organization to reach the desired position. Dutch-Bangla Bank Limited is such a multinational bank which was able to grow its size in banking industry of Bangladesh through consistent performance. Though Dutch-Bangla Bank Limited has established image as one of the best service provider for its potential customers; yet Dutch-Bangla Bank Limited is not the market leader. The consistent performance of the bank over the last few years is the evidence of the strengths of the bank, efficiency of management team, and uphill struggle of employees. Despite the existence of deficiencies in some areas, the overall performance of Dutch-Bangla Limited was outstanding among the banking industry in Bangladesh. The bank has to overcome the shortcomings in the near future and offer new innovative services in order to retain its position as a leader amongst banks year after year.
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