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Banking plays an important role in the economy of any country. In Bangladesh Muslim constituted more than 80% of its population. These people possess strong faith on Allah and they want to lead their lives as per the constructions given in the holy Quran and the way shown by the prophet Hazrat Muhammad (Sm). But no Islamic banking system was developed here up to 1983 The Traditional banking is fully based on interest it is commonly meant as commercial banks. But interest is absolutely prohibited by Islam. As a result the people of Bangladesh have been experiencing such a non-Islamic and prohibited banking system against their normal values and faith. Bank is a nothing but a financial intermediary. Bank works as a bridge between the depositor and the investment seeker or loan taker. The investment or loans that are sanctioned by the banks are the most managing issue for the management of bank. Proper selection of client, choosing appropriate investment option for alternative, bringing back the invested money to the bank with profit are the core investment related work. If this jobs are functioned properly a bank can earn sufficient profit to satisfy its depositors and also for the shareholders. The banks that are regulated according the Islamic Shari’ah they operate their investment operation on the basis of profit and loss sharing. While the conventional banking system sanction loan on the basis of interest. That is why there are always observation prevails whether the Islamic banking system is doing well or conventional banking system performing better jobs. Naturally there are some specific difference prevails between the investment operation of Islamic banks and conventional banking system. From the context of our country Islamic Banks are doing good job comparing with the conventional banking system. Islamic banks are searching for Shari’ah approved sectors and bringing out smart profit. Among all the banks Islami Bank Bangladesh Limited is doing the finest job in our country. Not only in competing with the Islamic Banks but it is absolutely ahead in performance in comparing with the conventional banks. That is why Islami Bank Bangladesh Limited is got special attention to examine its performance specially its investment.  
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As an obligatory requirement of MBA Internship program, I have prepared this report for the partial fulfillment of my MBA internship program. In my report entitled “Different Modes of Investment of Islami Bank Bangladesh Limited”, here I am supposed to analyze investment banking as a whole scenario of Islami Bank Bangladesh Limited (IBBL) particularly in terms of its precise definition, problems, factors, contributions, and inventions.
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Any academic course of the study has a great value when it has practical application in the real life. Only a lot of theoretical knowledge will be little important unless it is applicable in the practical life. So we need proper application of our knowledge to get some benefit from our theoretical knowledge to make it more fruitful when we engage ourselves in such field to make proper use of our theoretical knowledge in our practical life, only then we come to know about the benefit of the theoretical knowledge. Such an application is made possible through internship. When theoretical knowledge is obtained from a course of study it is only the half way of the subject matter. Internship implies the full application of the methods and procedures through rich acquired knowledge of subject matter can be fruitfully applied in our daily life. Such a procedure of practical application is known as internship. The case study is titled “Different Modes of Investment of Islami Bank Bangladesh Limited”. As a student of MBA this study will be more significant in my practical life. I have worked at New Market Branch of Islami Bank Bangladesh Limited to complete the internship program as an academic requirement.
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The primary objective of this report is to observe the investment related activities for the Investment Department of Islami Bank Bangladesh Ltd. 

The other objectives include:

· To understand the different modes of investment of IBBL.

· With a view to familiarize with the various investment schemes.

· To assess the investment performance IBBL for 5 years.

· To analyze performance through the flow of time.

· To understand various forces those have impact on investment operation.

· To Analyze the Bank about its strength, weakness, opportunities and threat

· To understand the basic difference in relation to conventional bank. 
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In this report I have focused on all the qualitative which include profiles of IBBL, investment modes like Bai mode, Profit & loss sharing, bearing mode, Rent sharing mode,. This study covers the performance of the bank through the years using ratio analysis, SWOT analysis etc. This study is confined to only this bank other than conventional bank. 
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  a)  Nature of the study: Exploratory

 b) Sources of information: Both primary and secondary information sources were used to complete this report.

· Primary sources: Primary sources were officers and manager (VP) of the Islami Bank Bangladesh Ltd., New Market Branch. Following factors were considered to collect information:

a. Face to Face conversation. 

· Secondary sources: Secondary information was collected from various books, journals, manuals, and also from the web sites. 

   c) Analysis techniques: Self study was used to analyze the collected information. 

   d) Presentation of information: Collected information and findings of the analysis are

        presented in both table and graphical form

    e) Methods of data analysis: I analyze the data in both quantitative and subjective way. I


used some techniques for the purpose of analysis. These are:

· Theoretical analysis 

· Graphical analysis 

· Tabular analysis

· Ratio Analysis

· SWOT Analysis
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Regular return from investment can carry a bank into a healthy position. That is why every bank tends to make huge amount of investment and gaining maximum profit. So while investing there is a lot of tasks are interrelated. Making excessive investment not identifying the withdrawal behavior of depositor can put the bank in risky position and carry to bankruptcy situation. On the other hand bank cannot rest it money idly by not making investment fearing the withdrawal behavior of depositor. So there are needed to maintain a tradeoff between reserve money for depositor and money for investing.
 It is also important for the bankers to assess the maximum return giving sectors to investment. Banks are committed to return the depositors money with some profit. So making sustainable profit is important for any bank. Profit Loss Sharing kind of business places the bank in a risky position. So it is interesting to see whether an Islami bank makes investment in profit loss sharing business.

In recent years there is economic slowdown occurred worldwide. The side effect of this economic slowdown put the investment situation of our country vulnerable. The RMG sector of our country is experiencing lots of trouble. Overall the economic environment of our country is not in most excellent mode. To overcome the crisis the banks are opted to invest in capital market to make quick profit which is not only making vulnerable situation of the capital market but also making the banks unable to meet the demand of the depositors.    
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 Investment operation of any bank ensures the proper growth of any bank. To understand the performance of any bank it is important to properly analyze the investment of bank from different aspects. To properly analyze, analyzing the operational efficiency of any bank (Islamic banking in Bangladesh: performance, problems & prospects Md. Abdul Awwal Sarker) can be a handy tool as it analyze how much amount of money is used within the money available to invest. Under this head, investment opportunity utilization test, project efficacy test and other operational test are useful to analyze the investment operation of Islamic banks. Analyzing the investment performance in the light of mode wise investment or form the viewpoint of portfolio structure can provide a crystal picture actually which mode of investment is performing well and Islamic banks are usually utilizing which mode. Md. Abdul Awal Sarker used this method in his article (Islamic banking in Bangladesh: performance, problems & prospects Md. Abdul awwal sarker) and Muhammad Nurul Islam shows the impact of mode wise investment on performance of investment operation (Islamic banking in Bangladesh: a case study of IBBL Mohammed Nurul Alam). Ratio Analysis always a useful way to analyze performance.
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i. Lack of time:
The time period of this study is very short. We had only 8 weeks in my hand to complete this report, which was not enough. So I could not go in depth of the study. Most of the times, the officials were busy and were not able to give me much time.
ii. Insufficient data: 

            Some desired information could not be collected due to confidentiality of business.

iii. Lack of monitory support

Few officers sometime were busy in their job. Sometime they didn’t want to supervise us     out of their official work.

iv. Other limitations: 

As we are newcomers, there is a lack of previous experience in this concern. And many practical matters have been written from our own observation that may vary from person to person.
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The name bank derives from the Italian word banco "desk/bench", used during the Renaissance by Florentines bankers, who used to make their transactions above a desk covered by a green tablecloth. However, there are traces of banking activity even in ancient times. 
In fact, the word traces its origins back to the Ancient Roman Empire, where moneylenders would set up their stalls in the middle of enclosed courtyards called macella on a long bench called a bancu, from which the words banco and bank are derived. As a moneychanger, the merchant at the bancu did not so much invest money as merely convert the foreign currency into the only legal tender in Rome- that of the Imperial Mint.

The definition of a bank varies from country to country. Under English law; a bank is defined as a person who carries on the business of banking, which is specified as: 

· Conducting current accounts for his customers 

· Paying cheque drawn on a him, and 

· Collecting cheque for his customers. 

Banks have influenced economies and politics for centuries. Historically, the primary purpose of a bank was to provide loans to trading companies. Banks provided funds to allow businesses to purchase inventory, and collected those funds back with interest when the goods were sold. For centuries, the banking industry only dealt with businesses, not consumers. Commercial lending today is a very intense activity, with banks carefully analyzing the financial condition of their business clients to determine the level of risk in each loan transaction. Banking services have expanded to include services directed at individuals, and risk in these much smaller transactions is pooled.

In most English common law jurisdictions there is a Bills of Exchange Act that codifies the law in relation to negotiable instruments, including cheque, and this Act contains a statutory definition of the term banker: banker includes a body of persons, whether incorporated or not, who carry on the business of banking' (Section 2, Interpretation). Although this definition seems circular, it is actually functional, because it ensures that the legal basis for bank transactions such as cheque do not depend on how the bank is organized or regulated.

The business of banking is in many English common law countries not defined by statute but by common law, the definition above. In other English common law jurisdictions there are statutory definitions of the business of banking or banking business. When looking at these definitions it is important to keep in minds that they are defining the business of banking for the purposes of the legislation, and not necessarily in general. In particular, most of the definitions are from legislation that has the purposes of entry regulating and supervising banks rather than regulating the actual business of banking. However, in many cases the statutory definition closely mirrors the common law one. Examples of statutory definitions:

"banking business" means the business of receiving money on current or deposit account, paying and collecting cheque drawn by or paid in by customers, the making of advances to customers, and includes such other business as the Authority may prescribe for the purposes of this Act; (Banking Act (Singapore), Section 2, Interpretation).
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After liberation reformed the destroyed economy on 26th March 1972 the banking sector of Bangladesh was nationalized. After nationalization government of Bangladesh changed the entire bank to six banks which are Sonali Bank, Rupali Bank, Janata bank, Agrani Bank, Pubali Bank & Uttara bank. Their role in development of trade and commerce of Bangladesh as well as in the development Bank system was practiced in the Indian subcontinent from the ancient period. In Indian subcontinent merchants, goldsmith moneylenders were the primary bankers. During the Moghal period banking and credit business was enchanted rapidly. Then the agency house of jagth Seth was similar to the merchant house of Lombardy Street. In 1700 AD “Hindustan Bank” was established as the first joint stock bank. In 1784 “Bengal Bank” and in 1786 General bank of India was lunched. Then both the bank absolved respectively in 1793 and 1832.
During the early period of nineteenth century in 1806 “Bank of Bengal” in 1840 “Bank of Bombay” and in 1843 “Bank of Madras” was established. These Banks were called Presidency Bank. Then in 1920 these three banks merged to “Imperial Bank of India”. In 1947 after the separation bank business in our country faced a severe disaster as non Muslim Bankers left to India. Then “Reserve bank of India” acted as the “Central Bank of Pakistan” in 1948 to re-build the Bank Business “State Bank of Pakistan” was established as central bank of Pakistan.

In 1971 Bangladesh became independent. After liberation “Bangladesh Bank” was automated with the assets and liabilities of former “State Bank of Pakistan”. It is the central bank of Bangladesh. During Pakistan period in our country there were 1090 branches of 12 commercial banks. Three foreign banks were also active with 14 branch offices. Before liberation 80% of banking activities of our country was controlled by Pakistan. Consequently Bangladesh traders and industrialists didn’t get notable of economy. 
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After independence of Bangladesh the government of Bangladesh was formally to change the administration of the territory now constitute Bangladesh. The government promulgated a law called Bangladesh bank order 1971 (acting president order no 2 of 1971). By this order the state bank of Pakistan was declared to be deemed as Bangladesh bank and officers, branches and assets of said state bank was declared to be deemed as officers, branches of Bangladesh bank. On the date there existed 14 scheduled banks with about 3,042 branches all over the world. 
On the 16th December 1971 there existed the following 12 banks in Bangladesh namely:

	Existing Bank
	New Bank

	National bank.

Bank of Bahawalpur Ltd

Premir Bank Ltd.
	Sonali Bank

	Habib Bank Ltd

Commerce Bank Ltd
	Agrani Bank

	United Bank Ltd.

Union Bank Ltd.
	Janata Bank

	Muslim Commercial Bank Ltd.

Standard Bank Ltd.

Australasia Bank Ltd
	Rupali Bank

	Eastern Mercantile Bank Ltd.
	Pubali Bank

	Eastern Banking Corporation Ltd.
	Uttara Bank


Name of the scheduled Banks operating in Bangladesh (Source: Bangladesh Bank.)

A. STATE OWNED BANKS:

1. Agrani Bank Limited.

2. Janata Bank Limited.

3. Rupali Bank Limited.

4. Sonali Bank Limited.
B. SPECIALISED BANKS:

1. Bangladesh Krishi Bank

2. Bangladesh Shilpa Bank

3. Rajshahi Krishi Unnayan Bank

4. Bank of Small Industries and

Commerce Bangladesh Ltd.

5. Bangladesh Shilpa Rin Sangstha
C. PRIVATE BANKS:

Foreign Banks:

1. Standard Chartered Bank

2. State Bank of India

3. Habib Bank Ltd.

4. Citi Bank, N.A.

5. Commercial Bank of Ceylon Ltd.

6. National Bank of Pakistan

7. Woori Bank

8. The Hong Kong & Shanghai Banking Corporation Ltd.(HSBC)

9. Bank Al-Falah Ltd. (Islamic Bankers)

Private Banks (Incorporated in

Bangladesh excluding Islamic

Banks):

1. AB Bank Ltd.

2. National Bank Ltd.

3. The City Bank Ltd.

4. International Finance Investment

And Commerce Bank Ltd.

5. United Commercial Bank Ltd.

6. Pubali Bank Ltd.

7. Uttara Bank Ltd.

8. Eastern Bank Ltd.

9. National Credit and Commerce

Bank Ltd.

10. Prime Bank Ltd.

11. Southeast Bank Ltd.

12. Dhaka Bank Ltd.

13. Dutch Bangla Bank Ltd.

14. Mercantile Bank Ltd.

15. Standard Bank Ltd.

16. One Bank Ltd.

17. Bangladesh Commerce Bank Ltd.

18. Mutual Trust Bank Ltd.

19. Premier Bank Ltd.

20. Bank Asia Ltd.

21. Trust Bank Ltd.

22. Jamuna Bank Ltd.

23. BRAC Bank Ltd.

c) Islamic Banks(full-Fledged)

1. Islami Bank Bangladesh Ltd.

2. ICB Islamic Bank Ltd.

3. Al-Arafah Islami Bank Ltd.

4. Social Investment Bank Ltd.

5. EXIM Bank Ltd.

6. Shajalal Islamic Bank Ltd.

7. The First Security Bank Ltd 

Branch Based Islamic Banking

1. AB Bank Ltd. 


(Branches: 1)

2. Dhaka Bank Ltd. 

(Branches: 2)

3. Jamuna Bank Ltd. 

(Branches: 2)

4. Prime Bank Ltd. 

(Branches: 5)

5. Southeast Bank Ltd. 

(Branches: 5)

6. The City Bank Ltd. 

(Branches: 1)

7. Premier Bank Ltd. 

(Branches: 2)

8. Standard Chartered Bank Ltd.( Sadiq) (Branches: 1)

9. HSBC (Ama-nah) 

(Branches: 1)

Window Based Islamic Banking

1. Standard Bank Ltd. 

(Branches: 2)

2. Bank Asia Ltd. 

(Branches:5)

3. Trust Bank Ltd. 

(Branches: 5)

4. Pubali Bank Ltd. 

(Branches: 1)
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This Act may be called the Banking Companies Act, 1991. It shall be deemed to have come into force on 14th February 1991. 

Application of Other Acts: The provision of this Act shall be in addition to, and not, save as hereinafter expressly provided, in derogation of, the Companies Act, 1913 (VII of 1913), and any other Act for the time being in force.

Limited application of this Act to co-operative banks and other financial institutions: Nothing in this Act shall apply to a co-p-operative bank or any other financial institutions registered under the Co-operative Societies Ordinance, 1985 (I of 1985) or any other Act for the time being in force relating to co-operative banks: Provided that the Bangladesh Bank may carry out inspection of and issue directions to co-operative banks as prescribed for banking companies under section 44 and 45 of this Act.

Power to suspend operation of this Act:  (1) The Government if, on a representation made by the Bangladesh Bank in this behalf it is satisfied that it is expedient so to do, may be notification in the official gazette suspend for at most 60 days the operation of all or any of the provisions of this Act in relation to any specified banking company. (2) The Government may, by notification in the official Gazette, extend from time to time, the period of any suspension under sub-section (1) for such period or periods, not exceeding 60 days at one time, as it thinks fit, so however that the total period does not exceed one year. (3) Notifications issued under this section shall be submitted to the national parliament as follows:

A) If it is session, within 10 days of the issue of the notification, and

B) If it is not in session, within 10 days of the beginning of the session following the issue of the notification.

Definitions: In this Act, unless there is anything repugnant in the subject or context; (a) “approved securities” means securities in which a trustee may invest money under clause (1), clause (2), clause (3), clause (4) or clause (5) of section 20 of the Trust Act, 1881 (II of 1882) and for the purpose of section 13 (3) includes such securities as the Government may, by notification in the official Gazette, declare to be approved securities for the purpose of this section.  (b) “company” means any company which may be wound up under the Companies Act; (c) “Companies Act” means Companies Act; 1913 (VII of 1913); (d) “demand liabilities” means liabilities which must be met on demand; (e) “secured loan or advance” means a loan or advance made on the security of assets the market value of which is not at any time less than the amount of such loan or advance; and “unsecured loan or advance” means a loan or advance not so secured, or that part of which is not so secured; (f) “scheduled bank” has the same meaning as in the Bangladesh Bank Order (P.O. NO. 127of 1972) Article 2 (j); (g) “debtor” means (1) any person, company or organization accepting deposits of money on the basis of shared win and loss, or (2) any person, company or organization taking advantage of financial opportunities on the basis of shared win and loss, purchase or lease on rent, or in any other way; (h) “new bank” means any bank denominated in the Bangladesh Bank’s (Nationalization) Order, 1972 (P.O. NO. 26 of 1972); (i) “creditor” means (1) any person, company or organization accepting deposits of money on the basis of shared win and loss, or (2) any company or financial organization granting financial opportunities on the basis of sheared win and loss, purchase or lease on rent, or in any other way; (j) “private company” has the same meaning as in the Companies Act; (k) “Bangladesh Bank” means Bangladesh Bank established under the Bangladesh Bank Order, 1972 (P.O. NO. 127 of 1972); (l) “rule” means a rule made under this Act; (m) “special bank” means any bank established or formed by or under any Act in force for the time being and includes such banks as the Government may, by notification in the official Gazette, declare special banks for the purpose of this Act; (n) “managing director” means (1) in relation to a new bank, a managing director as defined in the Bangladesh Bank (Nationalization) Order, 1972 (P.O. NO. of 1972); (2) in relation to a special bank, a managing director as defined in the Act or the documents having the force of an Act, under which the said bank has been estimated or formed; (3) in relation to any other banking company, a director who, by virtue of an agreement with the banking company or of a resolution passed by the banking company in general meeting or by its Board of Directors or by virtue of its memorandum or articles of association, is entrusted with the management of the banking company, and includes a director occupying the position of a managing director, by whatever name called; (o) “banking company” means any company transacting the business of banking in Bangladesh, and includes all new banks and special banks.

Explanation: Any company which is mainly engaged in the manufacture of goods or carries on any trade and which accepts deposits of money from the public merely for the purpose of financing its business such as manufacturer or trade shall not be deemed to transact the business of banking within the meaning of this clause. (p) “banking” means the accepting, for the purpose of lending or investment, of deposits of money from the public, repayable on demand or otherwise, and withdrawal by check, draft order or otherwise; (q) “temporary liability” means any liability other than demand liability; (r) “gold” means gold in the form of coin, whether legal tender or not, or in the form of bullion or ingot, whether refined or not; (s) “register” shall have the same meaning as in the Companies Act.

Act to override articles, memorandum, etc.: Same as otherwise expressly provided in this Act (a) except new banks and special banks, the provisions of this Act shall have effect notwithstanding anything to the country contained in the memorandum or articles of a banking company, or in any agreement executed by it, or in any resolution passed by the banking company in general meeting or by its Board of Directors, whether the same be registered, executed or passed, as the case may be, before or after the commencement of this Act, and (b) any provision contained in the memorandum, articles, agreement or resolution aforesaid shall, to the extent to which it is repugnant to the provision of this Act, be void.
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The number of banks in all now stands at 48 in Bangladesh. Out of the 48 banks, 4 are Nationalized Commercial Banks (NCBs), 30 local private commercial banks (Including 7 Islamic Bank), 9 foreign banks and the rest five are Development Financial Institutions (DFIs).
Sonali Bank is the largest among the NCBs while Pubali is leading in the private ones. Among the 9 foreign banks, Standard Chartered has become the largest in the country. Besides the scheduled banks, Samabai (Cooperative) Bank, Ansar-VDP Bank, Karmasansthan (Employment) Bank and Grameen bank are functioning in the financial sector. The number of total branches of all scheduled banks is 7,153 as of December 2010. Of the branches, 39.95 per cent (2,858) are located in the urban areas and 60.05% per cent (4,295) in the rural areas. Of the branches NCBs hold 3,619, private commercial banks 2,289, foreign banks 68 and specialized banks 1,177.

Bangladesh Bank (BB) regulates and supervises the activities of all banks. The BB is now carrying out a reform program to ensure quality services by the banks. Currently the major financial institutions under the banking system include:

· Bangladesh Bank

· Commercial Banks

· Islamic banks

· Leasing Companies

· Finance companies

Of these, there are 4 nationalized commercial banks (NCB), 5 specialized banks, 9 foreign banks, 23 domestic private banks, 7 Islamic banks currently operating in Bangladesh.

Generally, the commercial banks and finance companies provide a myriad of baI1king products/services to cater to the needs of their customers. However, the Bangladeshi banking industry is characterized by the tight banking rules and regulation s set by the Bangladeshi Bank, All banks and financial institutions are highly governed and controlled under the Banking Companies Act-1993.

The range of banking products and financial services is also limited in scope; all local banks must maintain a 4% Cash Reserve Requirement (CRR), which is non-interest bearing and a 16% Secondary Liquidity Requirement (SLR). With the liberalization of markets, competition among the banking products and financial services seems to be growing more intense each day. In addition, the banking products offered in Bangladesh are fairly homogeneous in nature due to the tight regulations imposed by the central bank. Competing through differentiation is increasingly difficult and other banks quickly duplicate any innovative banking service. 
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Bangladesh Bank (BB) has been working as the central bank since the country's independence. Its prime jobs include issuing of currency, maintaining foreign exchange reserve and providing transaction facilities of all public monetary matters. BB is also Bangladesh Bank (BB) has been working as the central bank since the country's independence. Its prime jobs include issuing of currency, maintaining foreign exchange reserve and providing transaction facilities of all public monetary matters. BB is also responsible for planning the government's monetary policy and implementing it thereby.

The BB has a governing body comprising of nine members with the Governor as its chief. Apart from the head office in Dhaka, it has nine more branches, of which two in Dhaka and one each in Chittagong, Rajshahi, Khulna, Bogra, Sylhet, Rangpur and Barisal.
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Bank Company Act, 1991, empowers BB to issue licenses to carry out banking business in Bangladesh. Pursuant to section 31 of the Act, before granting a license, BB needs to be satisfied that the following conditions are fulfilled:  "that the company is or will be in a position to pay its present or future depositors in full as their claims accrue;   that the affairs of the company are not being or are not likely to be conducted in a manner detrimental to the interest of its present and future depositors;   that, in the case of a company incorporated outside Bangladesh, the Government or law of the country in which it is incorporated Bangladesh as the Government or law of Bangladesh grants to banking companies incorporated outside Bangladesh and that the company complies with all applicable provisions of Bank Companies Act, 1991."

Licenses may be cancelled if the bank fails to comply with above provisions or ceases to carry on banking business in Bangladesh. 
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The commercial banking system dominates the financial sector with limited role of Non-Bank Financial Institutions and the capital market. The Banking sector alone accounts for a substantial share of assets of the financial system. The banking system is dominated by the 4 State Owned Commercial Banks, which together controlled more than 30% of deposits and operates 3383 branches (50% of the total) as of June 30, 2008. 
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Out of the 5 specialized banks, 2(Bangladesh Krishi Bank and Rajshahi Krishi Unnayan Bank) were created to meet the credit need of the agricultural sector while the other two (Bangladesh Shilpa Bank (BSB) & Bangladesh Shilpa Rin Sangtha (BSRS)  are for extending term loans to the industrial sector of Bangladesh.
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Twenty-nine financial institutions are now operating in Bangladesh. Of these institutions, 1(one) is govt. owned, 15 (fifteen) are local (private) and the other 13(thirteen) are established under joint venture with foreign participation. The total amount of loan & lease of these institutions is Tk.99, 091.80 million as on 31 December, 2007. Bangladesh Bank has introduced a policy for loan & lease classification and provisioning for FIs from December 2000 on half-yearly basis. To enable the financial institutions to mobilize medium and long-term resources, Government of Bangladesh (GOB) signed a project loan with IDA, and a project known as ``Financial Institutions Development Project (FIDP)`` has started its operation from February 2000. Bangladesh Bank is administering the project. The project has established ``Credit, Bridge and Standby Facility (CBSF) `` to implement the financing program with a cost of US$ 57.00 million.

Bangladesh is one of the largest Muslim countries in the world. The people of this country are deeply committed to Islamic way of life as enshrined in the Holy Qur'an and the Sunnah. Naturally, it remains a deep cry in their hearts to fashion and design their economic lives in accordance with the precepts of Islam. The establishment of Islami Bank Bangladesh Limited on March 13, 1983, is the true reflection of this inner urge of its people, which started functioning with effect from March 30, 1983. This Bank is the first of its kind in Southeast Asia. It is committed to conduct all banking and investment activities on the basis of interest-free profit-loss sharing system. In doing so, it has unveiled a new horizon and ushered in a new silver lining of hope towards materializing a long cherished dream of the people of Bangladesh for doing their banking transactions in line with what is prescribed by Islam. With the active co-operation and participation of Islamic Development Bank (IDB) and some other Islamic banks, financial institutions, government bodies and eminent personalities of the Middle East and the Gulf countries, Islami Bank Bangladesh Limited has by now earned the unique position of a leading private commercial bank in Bangladesh. 
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The concept of Islamic Banking represents a radical departure from traditional banking. Almighty, Omnipotent, Omniscient and Ubiquitous Allah have strictly forbidden investing or earning on the basis of interest (riba). Because, according to Islamic Shari’ah, interest (riba) is prohibited in Islam. So every sort of transaction must be free from riba. 

An Islamic Bank is a financial institution that operates with the objective to implement and materialize the economic and financial principles of Islam in the banking arena. The Islamic banks organize their operation on the basis of profit/loss sharing and other modes which are permitted in Islam.

According to Organization of Islamic Conference (OIC), “Islamic bank is a financial institution whose statutes, rules and procedures expressly state its commitment to the principles of Islamic Shari’ah and to the banning of the receipt and payment of interest on any of its operations.”

According to Dr. Ziauddin Ahmed “Islamic Bank is essentially a normative concept and could be defined as conduct of banking in consonance with the ethos of the value system of Islam.”
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In 1962- Pilgrims Saving Corporation was established in Malaysia under Islamic Principle.

In 1963- Dr. Ahmed A El-Naggar established an Islamic Bank named Savings Bank in Mitgamar, 100 km a way from Cairo, Egypt.

In 1969-An Islamic Specialized Bank named “Tabugn Haji” was established in Malaysia.

In 1970- Foreign Ministers of OIC countries in their meeting decided to form Islamic Banking in Muslim countries. 

In 1971- Nasir Social Bank was established in Cairo, Egypt.

In 1973- Finance Ministers of OIC countries in their meeting decided to form an Internal Islamic Bank on 18-12-73.

In 1974- Finance Ministers of OIC countries signed a charter to form an International Islamic bank, during August.

In 1975- Islamic Development Bank (IDB) was formed in Jeddah, KSA on 20-10-75.

In 1975- Dubai Islamic Bank was established in Dubai UAE

In 1977 i) Faisal Islamic Bank was established Sudan.

    
 ii) Kuwait Finance House was established in Kuwait.

In 1977- International Association of Islamic banks (LaIb) was formed in Jeddah, K.S.A Total  
 
  member of LAIB was 180.                           

In 1978- Jordan Islamic Bank for Finance and Investment was established in Jordan.

In 1978- Pakistan declared all Banks as Islamic

In 1983- Islamic bank Bangladesh Ltd. (IBBL) was established in Dhaka, Bangladesh.

In 1983- Islamic bank was established in Turkey.

In 1984- Iran declared all Banking system Islamic

In 1990-The accounting and Auditing Organization for Islamic Financial.

Institutions (AAOIFI), formerly known as Financial Accounting Organization for Islamic Banks and Financial Institution was established on 26-02-90 in accordance with the Agreement of Association signed in Algiers, Algeria Corporation body in 1991 on 27-03-91 in the state of Bahrain.
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In August 1974, Bangladesh signed the Charter of Islamic Development Bank and committed itself to reorganize it economic and financial system as per Islamic Shari’ah.

In November 1980, a delegation of IDB visited Bangladesh and showed keen interest to participate in establishing a joint venture Islamic Bank in the private sector. Two professional bodies Islamic research Bureaus (IERB) and Bangladesh Islamic Banker’s Association (BIBA) made significant contribution towards introduction of Islamic Banking in the country.

At last, the long drawn struggle to establish and Islamic bank in Bangladesh became a reality and Islamic bank Bangladesh was established in March 1983, in which 23 Bangladeshi National, 4 Bangladeshi institutions and 1 banks, financial institutions and Governments bodies of the middle East and Europe including IDB and two eminent personalities of the kingdoms of Saudi Arabia joined hands to make the dream into a reality. 
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The philosophy of Islami Bank Bangladesh Limited is to the principles of Islamic Shari’ah. The organization of Islamic conference (OIC) defines an Islamic Bank as "a financial institution whose status, rules and procedures expressly state its commitment to the principles of Islamic Shari’ah and to the banking of the receipt and payment of interest on any of its operations. The sponsor, perception is that IBBL should be quite different from other privately owned and managed commercial bank operating in Bangladesh, IBBL to grow as a leader in the industry rather than a follower. The leadership will be in the area of service, constant effort being made to add new dimensions so that clients can get "Additional" in the matter of services commensurate with the needs and requirement of the country growing society and developing economy.
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To establish Islamic banking through the introduction of a welfare oriented banking system and also ensure equity and justice in the field of all economic activity balanced growth and equity development through diversified investment operations particularly in the priority sectors and less development areas of the country.  To  encourage  socio-economic  uplift  and  financial  services to  the  low  income  community  particularly  in  the  rural  areas.
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The vision of IBBL is to always strive to achieve superior financial performance, be considered a leading Islamic Bank by reputation and performance.

· To establish and maintain the modern banking technology 

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

· Try to encourage savings in the form of direct investment

· Try to economic investment particularly in projects, which are move likely to lead to higher employment.
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· All activities are conducted on interest-free system in accordance with Islamic Shari’ah Principles. 

· Investment is made through different modes as per Islamic Shari’ah. 

· Investment-income of the Bank is shared with the Mudaraba depositors according to an agreed upon ratio ensuring a reasonably fair rate of return on their deposits. 

· Aims to introduce a welfare-oriented system and also to establish equity and justice in the field of economic operators. 

· Extends socio-economic and financial services to individuals of all economic background with strong commitment in rural advancement uplift. 
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· To conduct interest free banking.

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

· To invest through different modes permitted under Islamic Shari’ah

· To accept deposits on profit-loss sharing basis.

· To establish a welfare-oriented banking system.

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

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

· To contribute towards balanced growth and development of the country through investment operations particularly in the less developed country for achieving   the ultimate goal of Islamic economic system. 
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Conventional banking is essentially based on the debtor-creditor relationship between the depositors and the bank on the one hand, and between the borrowers and the bank on the other. Interest is considered to be the price of credit, reflecting the opportunity cost of money. 

Islam, on the other hand, considers a loan to be given or taken, free of charge, to meet any contingency.  Thus in Islamic Banking, the creditor should not take advantage of the borrower. When money is lent out on the basis of interest, more often it happens that it leads to some kind of injustice. The first Islamic principle underlying such kinds of transactions is that “deal not unjustly, and ye shall not be dealt with unjustly”. Hence, commercial banking in an Islamic framework is not based on the debtor-creditor relationship.

The second principle regarding financial transactions in Islam is that there should not be any reward without taking a risk. This principle is applicable to both labor and capital. As no payment is allowed for labor, unless it is applied to work, there is no reward for capital unless it is exposed to business risk. Thus, financial intermediation in an Islamic framework has been developed on the basis of the above two principles. Consequently financial relationships in Islam have been participatory in nature. Several theorists suggest that commercial banking in an interest-free system should be organized on the principle of profit and loss sharing. The institution of interest is thus replaced by a principle of participation in profit and loss. That means a fixed rate of interest is replaced by a variable rate of return based on real economic activities. The distinct characteristics which provide Islamic banking with its main points of departure from the traditional interest-based commercial banking system are: (a) the Islamic banking system is essentially a profit and loss sharing system and not merely an interest (Riba) banking system; and (b) investment (loans and advances in the Conventional sense) under this system of banking must serve simultaneously both the benefit to the investor and the benefit of the local community as well.  The financial relationship as pointed out above is referred to in Islamic jurisprudence as Mudaraba. 
For the interest of the readers, the distinguishing features of the conventional banking and Islamic banking are shown in terms of a box diagram as shown below:


	Conventional Banks
	Islamic Banks

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

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

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

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

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

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

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

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

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

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



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

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

	13. A conventional bank has to guarantee all its deposits.
	13. Strictly speaking, and Islamic bank cannot do that.
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Islamic banks render almost similar services to their customers conventional banks do. However, differences exist in administering incentives for deposits and charging for capital investments, in so far as techniques of calculating the incentive or the cost of the capital are concerned. Like a conventional bank, the Islami bank also accepts deposits from customers and advances investment. The bank invests its funds for short as well as long term deposits. The Islami bank also acts as a custodian of its customers and performs all foreign transactions on behalf of them. The IBBL perform mainly three different types of functions Banking services, Investment, and Foreign exchange services banking services comprise three regular types of operations related to acceptance of deposits in the different customers accounts as mentioned earlier, as well as, different transactional services to the customers, safekeeping of personal valuables and securities, collection of bills, agency services, etc. The bank lends its funds for the rapid growth and development of industrial sectors and the promotion of trade and commerce in the country. The bank also invests its funds in various socio-economic schemes such as, Rural Investment Scheme, Small Traders Investment Scheme, Doctors Investment Scheme, Small Transport Scheme, Small and Cottage Industry Project, Hawker’s Investment Scheme, Household Durable Scheme and Low Cost Housing Scheme. The third important function of the bank is to render services to customers regarding foreign exchange transactions plus services to its customers for import and export of different industrial, commercial, agricultural and other items.
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It includes: -

· Mobilization of deposits

· Receipts and payment of cash.

· Handling transfer transaction.

· Operations of clearing house

· Maintenance of accounts with Bangladesh bank and other bank.

· Collection of cheques and bill.

· Issue and payment of Demand Draft, telegraphic transfer and payment Order.

· Executing customers standing instructions.

· Maintenance of safe deposit lockers.

· Maintenance of internal accounts of the bank.

While doing all the above noted work IBBL issue cheques-book, Deposit account operating form, SS card, Ledgers, Cash book, Deposit account ledgers, preparation statement of accounts, Pass book, Balance of different accounts and calculates profits.
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IBBL offers to open the following account to the depositors:

· Al-Wadiah Current Account.

· Mudaraba Savings Account.

· Mudaraba term deposit Account. (3 month / 6 month / 12 month / 36 months term)

· Mudaraba Special notice Account

· Mudaraba Hajj Savings Account (1 year to 25 year term)

· Mudaraba Special savings (pension) Account (5 year to 10 year term)

· Mudaraba Savings bond Scheme (5 year & 8 year term)

· Mudaraba Foreign Currency Deposit Account.

· Mudaraba Monthly Deposit Account.

· Mudaraba Moharana Account.

· Mudaraba Waqf Cash Deposit Account
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IBBL invests its money in various sectors of the economy through different modes permitted by shariah and approved by Bangladesh Bank. The modes of investment are as follows:

I. Bai-Mechanism

· Bai-Murabaha

· Bai-Muajjal

· Bai-Salam

· Bai-Istisna
II. Share Mechanism

· Mudaraba

· Musharaka 
III. Ijara Mechanism

· Hire Purchase Under Shirkatul Melk

· Ijara Bil Bai 
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Islami Bank Bangladesh Ltd. being welfare oriented institution has now designed and implemented investment schemes keeping in view the needs of different sectors and various sections of people for their socio-economic uplift and to improve their quality of life. The special scheme is as follows: 

· Household Durable Scheme

· Housing Investment Scheme

· Real Estate Investment Program

· Transport Investment Program

· Car Investment Program

· Investment Scheme for Doctors

· Small Business Investment Scheme

· Agriculture Implements Investment Scheme

· Micro Industries Investment Scheme

· Mirpur Silk Weavers Investment Scheme 

· Rural Development Scheme
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Foreign Exchange Business plays a vital role in providing substantial revenue in the bank income pool. Like all modern Banks IBBL operates in the area of the foreign Exchange business. IBBL performs the following tasks:

· Opening letter of credit (LC) against commission for importing industrial, agricultural and other permissible items under Islamic Shariah and Import policy.

· Opening letter of credit on the principle of Mudaraba sale, on the principle of Musharaka sale and under wage earner scheme.

· Handling of export/import document.

· Negotiation of export / import document when discrepancy occurs.

· Financing in import under MPI (Mudaraba Post Import)

· Financing to export on profit or loss sharing.

· Handling Inward and outward remittance.
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Automated Teller Machine (ATM), has unveiled the horizon of Electronic Banking of 21st Century. Through ATM, customers can avail non-stop online teller service without going to the specific branch of the member bank. They can withdraw or deposit cash or cheque as well as pay utility bills like BTTB, Grameen, AKTEL, City Cell Phone, DESA, WASA, TITAS etc. with the help of this modern computer controlled machine. The service is now offered by ETN and eleven member banks including Islami Bank Bangladesh Limited.

 Facilities

· ATM Card holders can withdraw cash from ATM at any time. 

· Customers can make transactions from any of the machines with logo ‘E-cash’ installed at different places in the city. 

· In course of time utility bills like WASA, TITAS and DESA etc can be paid through ATM.  

· Now BTTB, Grameen, AKTEL, City Cell Phone bill can be paid through ATM. 

· Now IBBL E-cash cardholders can be paid their monthly installment of Mudaraba Hajj Savings, MSS (Pension), Mudaraba Muhor Savings and HDS schemes of IBBL through ATM. 

· The machines are located in convenient places where customers usually deal with money matters. Therefore, they can easily avoid the risk of cash carrying by using ATM Card.

· Customers may know their present balance at any time from the machine. 

· In course of time, POS (Point of Sale) can be used.
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Islami Bank Bangladesh Ltd. also provides some special services. These are as follows:

· Locker Service

· SWIFT

· SMS Banking

· IBBL i-Banking 


· Online Banking
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National and international ratings of IBBL
IBBL's past performances have been evaluated by Bangladesh Bank, several credit rating agencies home & abroad and by the local press.
 

International Press
“In the midst of a difficult Banking system known to be plagued by high non-performing loans (NPLs), one could easily conclude that it would be difficult to find a bank that is different from norm. However, IBBL provides a refreshing change and is, thus, a pleasant surprise. Although it does not command the market share as the 4 public sector banks, IBBL, which claims to have little interference in lending from the government, has nonetheless, managed to find a niche market of its own-says the ‘BANK ATCH’ a New York based international Credit Rating Agency in its January 30, 1998 issue. “As a market leader offering banking services based on the Islamic rule of Shariah, IBBL's profitability trend has been quite impressive. The Bank's ability to keep its return on asset (ROA) well above the industry's average reflected its resilience to possible shocks in the banking system. Concerns over massive NPLs and under provisioning are common amongst local banks.  But this seems well resolved in IBBL. IBBL's good performance and solid capital base have indeed provided refreshing change found within a banking system saddled and held back by huge NPLs” the above agency continued to comment in the same issue.
 

National Press  
“It is one of a few local banks according to CAMEL (Capital, Assets, Management, Earnings & Liquidity) rating made by the Bangladesh Bank. It holds the highest amount of liquidity among all banks and its ability to keep return on assets at 1.07 percent is well above the banking sector's average of 0.33 percent”- The Financial Express, Dhaka commented in its issue of May 28, 1998.
“The Holiday” in its 29th August, 1997 issue carried out a report under the heading “Setting a precedence of sound banking” and commented “While the country's banking system is burdened with bad debt portfolios and also suffers from a liquidity shortage, the Islami Bank Bangladesh Ltd. (IBBL) has created a unique precedence by improving its reserve and deposit positions substantially, making handsome profits, and offering attractive dividends to its share holders and depositors.”
 

 IBBL's World rating
As per Bankers' Almanac (January 2001 edition) published by the Reed Business Information, Windsor Court, England, IBBL's world Rank is 1771 among 3000 banks selected by them. This position was 1902 among 4500 selected banks as on January 1999 edition.
IBBL's country Rank is 5 among 39 banks as per ratings made by the above Almanac on the basis of IBBL's Financial Statements of the year 2001.
Award and Prizes: International & National Perspective
IBBL was awarded for several times by international & national organisations. The Global Finance, a reputed London based quarterly magazine, awarded IBBL as the best bank of the country for the year 1999 and 2000.
IBBL has got the 2nd prize of National Export Fare for its pavilion of Service Organisation in 1985.
Membership of Different Organization / Chamber 

Local:

· Bangladesh Institution of Bank Management (BIBM) 

· The Institution of Bankers Bangladesh (IBB) 

· Bangladesh Association of Banks (BAB) 

· Bangladesh Foreign Exchange Dealers' Association (BAFEDA) 

· Central Shariah Board for Islamic Banks of Bangladesh 

· International Chamber of Commerce- Bangladesh 

 Foreign:

· International Association of Islamic Banks (IAIB), Jeddah, K.S.A. 

· Accounting and Auditing Organizations for Islamic Financial Institutions (AAOIFI), Manama, Bahrain. 

· General Council of Islamic Banks & Financial Institutions (GCIBFI), Manama, Bahrain (IBBL is a member of its Executive Council) 

· Society for Worldwide Inter-bank Financial Telecommunication (SWIFT)
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2011 
[image: image38]  Year of the welfare and green banking

2010
[image: image39]  Diversification of investment for achieving Islamic banking goal

2009
[image: image40]  Diversification of investment

2008
[image: image41]  Integrated banking for achievement

2007
[image: image42]  Integrated banking trough online services

2006
[image: image43]  Year of excellence in customer’ service 

2005
[image: image44]  Integrated banking with effective modern technology

2004
[image: image45]  Promotion of quality investment and reduction of non-performing assets

2003
[image: image46]  Quality investment for developing and growth

2002
[image: image47]  Excellence in customer service with advance technology

2001
[image: image48]  Effective shariah compliance and good governance

2000
[image: image49]  Sustainable growth and development 
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	Date of Incorporation

	13th March 1983


	Inauguration of 1st Branch
(Local office, Dhaka)

	30th March 1983


	Formal Inauguration

	12th August 1983


	Share of Capital

	Local Shareholders

	41.97%


	Foreign Shareholders

	58.03%


	Authorized Capital

	Tk. 20,000.00 million


	Paid-up Capital

	Tk. 7,413.10million


	Deposits

	Tk. 291,347.00 million


	Investments (including Investment in Shares)

	Tk. 292,084.00 million


	Foreign Exchange Business

	Tk. 394,702.00 million


	Number of  Branches

	252( including SME)


	Number of SME Service Centers

	30


	Number of Shareholders

	58,923


	Manpower

	10349
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Particulars of Zones and Corporate branches are given below:


	Particulars ( Zones)
	No. of Branches

	Dhaka Central Zone
	8

	Dhaka South Zone
	24

	Dhaka North Zone
	23

	Khulna Zone
	26

	Comilla Zone
	30

	Sylhet Zone
	22

	Bogra Zone
	26

	Chittagong North Zone 
	16

	Chittagong South Zone
	18

	Barisal Zone
	20

	Rajshahi Zone

	21

	Mymenshingh Zone
	18

	Total 
	252
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The Board of Directors consists of 14 non-executive members. The number of board members is within the maximum limit set by the central bank. The board is composed of experienced members with diverse professional experiences. The board members are independent who express their views and opinions free from any influence. The directors are also independent from management, business/other relationship of the bank that could materially interfere the activities of the bank. The decision making process and practices are based on free exchange of views to make effective directions for the management which is one of the key responsibilities of the board. 



	Name
	Designation

	Prof. Abu Nasser Muhammad Abduz Zaher
	Chairman

	Janab Yousif Abdullah Al-Rajhi
	Vice Chairman

	Engr. Mustafa Anwar
	Vice Chairman

	Engr. Md. Eskander Ali Khan
	Director

	Janab Md. Khurshed Hossain
	Director

	Dr. Abdul Hameed Fouad Al Khateeb
	Director

	Dr. Md. Shafiqur Rahman
	Director

	Janab Mohammad Adnan Midani
	Director

	Janab Mohammad Abdullah AlJalahma
	Director

	Janab Hafizul Islam Mian
	Director

	Janab Md. Shahidul Islam
	Director

	Engr. Muhammad Dawood Khan
	Director

	Janab Mohammed Nazrul Islam
	Director

	Janab Md. Abdus Salam, FCA, FCS
	Depositor Director

	Janab Humayun Bokhteyar
	Depositor Director

	Janab Professor NRM Borhan Uddin, PhD
	Independent Director

	Janab Md. Abdul Mannan
	Ex-Officio Director
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Management Committee of the bank comprises of 13 top-level executives, headed by the Managing Director (CEO) of the bank. The committee with financial, administrative and business discretionary power delegated by the board is mainly responsible for implementation of the policies and guidelines of the board. The management committee thoroughly scrutinizes the issue before placing to the Executive committee/board. The Management Committee thoroughly evaluates the performance of the bank, takes strategic action plan to achieve various targets of the bank set by the Board of Directors.

       
	Name
	Designation

	Md. Abdul Mannan
	Managing Director

	Md. Shamsul Haque
	Deputy Managing Director

	Md. Habibur Rahman
	Deputy Managing Director

	Md. Setaur Rahman 
	Deputy Managing Director

	Md. Nurul Islam
	Executive Vice President

	Md. Shah Jahan
	Executive Vice President

	Muhammad Abul Bashar
	Executive Vice President

	Md. Shouquat Ali
	Executive Vice President

	Syed Abdullah Mohammed Saleh
	Executive Vice President

	Golam Moula Chowdhury
	Executive Vice President

	A.K.M. Abdul Malek Chowdhury
	Executive Vice President

	Md. Habibur Rahman Bhuiyan, FCA
	Executive Vice President

	Abdus Sadeque Bhuiyan
	Executive Vice President
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Senior-level management committee empowered to make and implement major organizational decisions. An executive committee often acts as an overseer of organizational activities and has the authority to request justification of certain matters as well as to plan activities.


	Name
	Designation

	Engr. Md. Eskander Ali Khan
	Chairman

	Dr. Abdul Hameed Fouad Al-Khateeb
	Member

	Janab Hafizul Islam Mian
	Member

	Engr. Muhammad Dawood Khan.
	Member

	Janab Mohammed Nazrul Islam
	Member

	Dr. Md. Shafiqur Rahman
	Member

	Janab Humayun Bokhteyar
	Member

	Janab Md. Abdul Mannan
	Member
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A committee of the Board of Directors whose role typically focuses on aspects of financial reporting and on the entity's processes to manage business and financial risk, and for compliance with significant applicable legal, ethical, and regulatory requirements. The Audit Committee typically assists the Board with the oversight of (a) the integrity of the entity's financial statements, (b) the entity's compliance with legal and regulatory requirements, (c) the independent auditors' qualifications and independence, (d) the performance of the entity's internal audit function and that of the independent auditors and (e) compensation of company executives (in absence of a remuneration committee).

	Name
	Designation

	Janab Md. Shahidul Islam
	Director

	Janab ATM Ataur Rahman
	Independent Director
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Shariah Council of the Bank is playing a vital role in guiding and supervising the implementation and compliance of Islamic Shariah principles in all activities of the Bank since its very inception. The Council, which enjoys a high status in the structure of the Bank, consists of prominent ulema, reputed banker, renowned lawyer and eminent economist.  Members of the Shariah Council meet frequently and deliberate on different issues confronting the Bank on Shariah matters. They also conduct Shariah inspection of branches regularly so as to ensure that the Shariah principles are implemented and complied with meticulously by the branches of the Bank.


	Name
	Designation

	Moulana Muhammad Kutubuddin
President, Baitush Sharaf Coplex, Chittagong 
	Chairman

	Moulana Delawar Hossain Sayedee
former Member of Parliament, Dhaka
	Vice Chairman

	Prof. Dr. Abu Bakr Rafique Ahmed
Pro- Vice Chancellor International Islami University Chittagong 
	Member Secretary

	Principal Muhammad Serajul Islam
Ex. Principal Madrasha-E-Mesbahul Ulum, Motijheel, Dhaka 
	Member Additional Secretary

	Mufti Sayed Ahmed
Head Mufti of Al Jamiatus Siddikiah Darul Ulum, Dhaka 
	Member

	Abdur Raquib
Former Executive President of Islami Bank Bangladesh Limited 
	Member

	Muftee Shamsuddin (Zia)
Mufti & Muhaddis, Al-Jameatul Islamiah, Patiya Chittagong 
	Member

	Advocate Mujibur Rahman
Senior Advocate, Bangladesh Supreme Court
	Member

	Moulana Abdus Shaheed Naseem
President, Bangladesh Quaran Shikkha Society
	Member

	Dr. Hafez Moulana Hasan Muhammad Moinuddin
Chairman, Da`wah & Islamic Studies Department, Darul Eahsan University, Dhaka
	Member

	Dr. Moulana A. S. M. Toriqul Islam
Associate Professor, Islami University, Kushtia
	Member

	Dr. Md. Abdus Samad
Assistant Professor, Department of Arabic, International Islamic University Chittagong, Dhaka Campus
	Member

	Dr. Manzur-e-Elahi
Assistant Professor of National University
	Member

	Moulana Mohiuddin RaMBAni
Muhaddis, Fayzul Ulum Madrasha
	Member
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Investment is the action of deploying funds with the intention and expectation that they will earn a positive return for the owner. Funds may be invested in either real assets or financial assets. When resources are used for purchasing fixed and current assets in a production process or for a trading purpose, then it can be termed as real investment. Specific examples of financial investments are: deposits of money in a bank account, the purchase of Mudaraba Savings Bonds or stock in a company. Since Islam condemns hoarding savings and a 2.5 percent annual tax (Zakat) is imposed on savings, the owner of excess savings, if he is unable to invest in real assets, has no option but to invest his savings in financial assets.
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The objectives and principles of investment operations of the Bank are:

· To invest fund strictly in accordance with the principles of Islamic Shari’ah.
· To diversify its investment portfolio by the size of investment, by sectors (public & private), by economic purpose, by securities and by geographical area including industrial, commercial, and agriculture.
· To ensure mutual benefit both for the bank and the investment-client by professional appraisal of investment proposals, judicious sanction of investment, close and constant supervision and monitoring thereof.
· To make investment keeping the socio-economic requirement of the country in view.
· To increase the number of potential investors by making participatory and productive investment.
· To finance various development schemes for poverty alleviation, income and employment generation with a view to accelerating sustainable socio-economic growth and uplift of the society.
· To invest in the form of goods and commodities rather than give out cash money to the investment clients.
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When money is deposited in the IBBL, the bank, in turn, makes investments in different forms approved by the Islamic Shari’ah with the intention to earn a profit. Not only a bank, but also an individual or organization can use Islamic modes of investment to earn profits for wealth maximization. Some popular modes of IBBL’s Investment are discussed below. 

I. Bai-Mechanism

· Bai-Murabaha

· Bai-Muajjal

· Bai-Salam

· Bai-Istisna
II. Share Mechanism

· Mudaraba

· Musharaka 
III. Ijara Mechanism

· Hire Purchase Under Shirkatul Melk

· Ijara Bil Bai 
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1.1 Meaning of Murabaha
“Bai-Murabaha" means sale for an agreed upon profit. Bai-Murabaha may be defined as a contract between a buyer and a seller under which the seller sells certain specific goods permissible under Islamic Shari’ah and the Law of the land to the buyer at a cost plus an agreed upon profit payable today or on some date in the future in lump-sum or by installments. The profit may be either a fixed sum or based on a percentage of the price of the goods.  
1.2 Features of Murabaha
· A client can make an offer to purchase particular goods from the bank for a specified agreed upon price, including the cost of the goods plus a profit.

· A client can make the promise to purchase from the bank, that is, he is either to satisfy the promise or to indemnify any losses incurred from the breaking the promise without excuse. 

· It is permissible to take cash/collateral security to guarantee the implementation of the promise or to indemnify any losses that may result.

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

· The bank must deliver the goods to the client at the date, time, and place specified in the contract.

· The bank sells the goods at a price above the cost to obtain a profit.  The sale price that is charged by the bank is agreed upon in the Bai-Murabaha.  The profit can be stated in terms of a flat dollar amount or on a percentage of the purchase price.  If a percentage is used, the percentage shall never be expressed in terms of time, in order to avoid confusion that the price is a form of interest (Riba), which is not allowed. 

· The price agreed to in the agreement is binding on both parties. 

· It is permissible for the bank to contract with a third party to buy and receive the goods on its behalf. This agreement must be a separate contract. 

1.3 Steps of Bai-Murabaha 
· First Step: The client submits a proposal regarding his requirements of the bank. The client sends a proposal with the specifications of the commodity to be acquired from the bank. The proposal also indicates details regarding the date, time and place of delivery as well as price and form of payment information. The bank responds by sending a counter proposal either accepting the buyer’s price or stipulating a different price.  

· Second Step: The client promises to buy the commodity from the bank on a Bai-Murabaha basis, for the stipulated price. The bank accepts the order and establishes the terms and conditions of the transaction.  

· Third Step: The bank informs the client (ultimate buyer) of its approval of the agreement to purchase.  The bank may pay for the goods immediately or in accordance with the agreement. The seller expresses its approval to the sale and sends the invoice(s). 

· Fourth Step: The two parties (the bank and the client) sign the Bai-Murabaha Sale contract according to the agreement to purchase. 

· Fifth Step: The Bank authorizes the client or its nominee to receive the commodity. The seller   sends the commodity to the place of delivery agreed upon. The client undertakes the receipt of the commodity in its capacity as legal representative and notifies the bank of the execution of the proxy. 
1.4 Rules of Bai-Murabaha
· It is permissible for the client to offer to purchase a particular commodity, deciding its specifications and committing itself to buy it on Murabaha for the cost plus the agreed upon profit.

· It is permissible that the mutual agreement shall contain various conditions agreed upon by the two parties, especially with respect to the place of delivery, the payment of a cash security to guarantee the implementation of the operation and the method of payment.

· It is permissible to stipulate the binding nature of the promise to purchase.  Thus, the agreement can only be satisfied by either fulfilling the promise to purchase or by indemnifying the bank for any losses incurred if the promise to purchase is not fulfilled. 

· It is a condition that the bank purchases the requested commodity (first purchase contract) before selling it on Murabaha to the buyer. The contract in the first purchase must be settled, in principle, between the source seller and the bank.

· It is permissible for the bank to authorize a second party including the buyer to receive the commodity on its behalf. This authorization must be in a separate contract, particularly if the buyer is going to receive the goods on behalf of the bank. This is necessary to avoid any conflicts with the ensuing Murabaha sale.   

1.5 Application of Bai-Murabaha 
Murabaha is the most frequently used form of finance in IBBL throughout the world. It is suitable for financing the different investment activities of customers with regard to the manufacturing of finished goods, procurement of raw materials, machinery, and other required plant and equipment purchases.  It is used widely about 53%.
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2.1 Meaning of Bai-Muajjal
The Bai-Muajjal may be defined as a contract between a buyer and a seller under which the seller sells certain specific goods, permissible under Shari’ah and law of the country, to the buyer at an agreed fixed price payable at a certain fixed future date in lump sum or in fixed installments. 
  2.2 Features of Bai-Muajjal

· It is permissible and in most cases, the client will approach the bank with an offer to purchase a specific good through a Bai-Muajjal agreement. 

· It is permissible to make the promise binding upon the client to purchase the goods from the bank. 

· It is permissible to take cash/collateral security to guarantee the implementation of the promise or to indemnify the bank for damages caused by non-payment. 

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

· All goods purchased on behalf of a Bai-Muajjal agreement are the responsibility of the bank until they are delivered to the client.

· The bank must deliver the goods to the client at the time and place specified in the contract. 

· The bank may sell the goods at a higher price than the purchase price to earn profit.

· The price is fixed at the time of the agreement and cannot be altered. 

· The bank is not required to disclose the profit made on the transaction.  

2.3 Some Observations
The following points should receive attention before making any investment decision under Bai-Muajjal.

· Whether the goods that the client intends to purchase are marketable and have steady demand in the market.

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

· Whether the goods are perishable in short or in long-term duration.

· Whether the quality and other specifications of the goods as desired by the client can     

· Be ensured.

· Whether the goods are available in the market and the bank will be in a position to purchase the Goods in time and at the negotiated price.

· Whether the sale price of the goods is payable by the client at the specified future  
· Date in lump sum or in Installments as per the agreement.
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3.1 Meaning of Bai-Salam
Bai-Salam is a term used to define a sale in which the buyer makes advance payment, but the delivery is delayed until sometime in the future. Usually the seller is an individual or business and the buyer is the bank. 

The Bai-Salam sales serve the interests of both parties.

· The seller receives advance payment in exchange for the obligation to deliver the commodity at some later date. He benefits from the Salam sale by locking in a price for his commodity, thereby allowing him to cover his financial needs whether they are personal expenses, family expenses or business expenses.

· The purchaser benefits because he receives delivery of the commodity when it is needed to fulfill some other agreement, without incurring storage costs. Second, a Bai-Salam sale is usually less expensive than a cash sale. Finally a Bai-Salam agreement allows the purchase to lock in a price, thus protecting him from price fluctuation.  
3.2 Steps of Bai-Salam

· Cash sale or Sale on Credit - The bank pays the agreed upon price at the time of the contracts inception. The seller agrees to the delivery of the commodity some specified date in the future.  

· Delivery and Receipt of the Commodity on the Specific due Date: There are several options for delivery available to the bank 

a) The bank may receive the commodity and resell it to another party for cash or credit.

b) The bank may authorize the seller to find another buyer for the commodity. 

c) The bank may direct the seller to deliver the commodity directly to a third party with whom the bank has entered into another agreement. 

· The Sale Contract: The bank agrees to sell the commodity for cash or a deferred price, which is higher than the Salam purchase price.  The buyer agrees to purchase and to pay the price according to the agreement.
3.3 Rules of Bai-Salam

· It is a condition that the commodity known by both parties to the agreement. 

· It is a condition that the quality of the commodity be monitored closely, as very little variation from specifications in the contract is allowable. 

· It is a condition that the commodity be deliverable on the due date. If there is uncertainty about the ability to deliver the commodity at the due date, a Salam transaction is impermissible. 

· It is permissible to draw a Salam sale contract for a total to be delivered increments on different specified future dates. 

· It is a condition that the commodity is a liability debt. The seller is obliged to deliver the commodity when it is due, according to the specifications stipulated in the contract, whether or not his firm produces the commodity or obtained from other firms.  

· Salam sales are impermissible on existing commodities because damage and deterioration cannot be assured before delivery on the due date.  
3.4 Application of Bai-Salam
Salam sales are frequently used to finance the agricultural industry. Banks advance cash to farmers today for delivery of the crop during the harvest season. Thus banks provide farmers with the capital necessary to finance the cost of producing a crop. Salam sale are also used to finance commercial and industrial activities. Once again the bank advances cash to businesses necessary to finance the cost of production, operations and expenses in exchange for future delivery of the end product. In the meantime, the bank is able to market the product to other customers at lucrative prices.  In addition, the Salam sale is used by banks to finance craftsmen and small producers, by supplying them with the capital necessary to finance the inputs to production in exchange for the future delivery of products at some future date.


[image: image64]
4.1 Definition of Istisna'a Sale
 The Istisna'a sale is a contract in which the price is paid in advance at the time of the contract and the object of sale is manufactured and delivered later. It is a contract with a manufacturer to make something and it is a contract on a commodity on liability with the provision of work.  IBBL can utilize Istisna'a in two ways.
· It is permissible for the bank to buy a commodity on Istisna'a contract then sell it after receipt for cash or deferred payment.

· It is also permissible for the bank to enter into a Istisna'a contract in the capacity of seller to those who demand a purchase of a particular commodity and then draw a parallel Istisna'a contract in the capacity of a buyer with another party to manufacture the commodity agreed upon in the first contract. 

4.2 Steps of Istisna'a Sale
· Istisna'a Sale Contract:  The Buyer expresses his desire to buy a commodity and brings a request to purchase the commodity to the bank. The method of payment, whether cash or deferred is set forth in the agreement. The bank agrees to deliver the commodity to the buyer at some agreed upon time in the future.

· Delivery and Receipt of the Commodity: The seller in the parallel Istisna’a agreement, delivers the commodity to the bank on the agreed upon date. The bank, in turn, delivers the product to the buyer of the original Istisna’a contract, in accordance with the original agreement. In this way, all parties fulfill their obligations to the contract. 
4.3 Application of Istisna'a Sale 
The Istisna'a contract allows IBBL to finance the public needs and the vital interests of the society to develop the Islamic economy in accordance with Islamic teachings. For example Istisna'a contracts are used to finance high technology industries such as the aviation, locomotive and ship building industries. In addition, this type of business transaction is also used in the production of large machinery and equipment manufactured in factories and workshops. Finally, the Istisna'a contract is also applied in the construction industry such as apartment buildings, hospitals, schools, and universities to whatever that makes the network for modern life. One final note, the Istisna’a contract is best used in those transactions in which the product being purchased can easily be measured in terms of the specified criteria of the contract. 
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5.1 Definition of Mudaraba
The term Mudaraba refers to a contract between two parties in which one party supplies capital to the other party for the purpose of engaging in a business activity with the understanding that any profits will be shared in a mutually agreed upon. Losses, on the other hand, are the sole responsibility of the provider of the capital. Mudaraba is also known a Qirad and Muqaradah 

5.2 Steps of Mudaraba
 The bank provides the capital as a capital owner. The Mudarib provides the effort and expertise for the investment of capital in exchange for a share in profit that is agreed upon by both parties.  

 

· The Results of Mudaraba: The two parties calculate the earnings and divide the profits at the end of Mudaraba. This can be done periodically in accordance with the terms of the agreement, subject to the legal rules that apply. 

· Payment of Mudaraba Capital: The bank recovers the Mudaraba capital it contributed before dividing the profits between the two parties because the profit is considered collateral for the capital.   

· Distribution of wealth resulting from Mudaraba: In the event a loss occurs, the capital owner (the bank) is responsible for the entire loss.  In the event of profits, they are divided between the two parties in accordance with the agreement between them, subject to the capital being recovered first.   

 5.3 Rules of Mudaraba 

· There are some legal rules that govern the business relationship Mudaraba which are as follows.

· It is a condition in Mudaraba that the capital be specific in nature. In other words, the amount of capital must be known at the inception of the contract. The purpose of this rule is to ensure that there is no uncertainty about the amount of capital and, thus, no uncertainty about the division of profits.   

· It is a condition that capital must be in the form of currency in circulation. However, merchandise can be contributed, so long as both parties to the business arrangement agree upon its value.   

· It is a condition that the capital cannot be subject to indebtedness.  

· It is permissible for a Mudarib to mix his private capital with the capital of the Mudaraba, thus becoming a partner. In addition, it is also permissible for the Mudarib to dispose of capital on behalf of the Mudaraba.   

· It is a condition that the capital of the Mudaraba is delivered to the Mudarib. 

· It is permissible to impose restrictions on the Mudarib as long as the restriction is beneficial and does not hinder the agent’s ability to make a profit.   

· It is permissible for the Mudarib to hire an assistant to perform difficult work that he is unable to perform on his own. 
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6.1 Meaning of Musharaka
The word Musharaka is derived from the Arabic word Sharikah meaning partnership. At an IBBL, a typical Musharaka transaction may be conducted in the following manner.

 One, two or more entrepreneurs approach an IBBL to request the financing required for a project.  The bank, along with other partners, provides the necessary capital for the project. All partners, including the bank, have the right to participate in the project. They can also waive this right. The profits are to be distributed according to an agreed ratio, which need not be the same as the capital proportion. However, losses are shared in exactly the same proportion in which the different partners have provided the finance for the project.

Features of Musharaka

· The capital in Musharaka comes from all the partners.

· In Musharaka, all partners can participate in the management of the business and   can work for it.

· Profit is distributed as per pre-agreed ratio.

· Loss shared as per capital ratio.

· The liability of the partners in Musharaka is normally unlimited. Therefore, if the liabilities of the business exceed its assets and the business goes in liquidation, all the liabilities exceeding liabilities shall be borne pro rata by all the partners.

· In Musharaka, as soon as the partners mix up their capital in a joint pool, all the assets of the Musharaka become jointly owned by all of them according to the proportion of their respective capital, therefore each one of them can benefit from the appreciation in the value of the assets, even if profit has not accrued through sales.
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Hire-Purchase under Shirkatul Melk has been developed through practice. Actually, it is a synthesis of three contracts: (a) Shirkat; (b) Ijarah, and (c) Sale. These may be defined as follows: 

7.1 Definition of Shirkatul Melk

 ‘Shirkat’ means partnership. Shirkatul Melk means share in ownership. When two or more persons supply equity, purchase an asset and own the same jointly and share the benefit as per agreement and loss in proportion to their respective equity, the contact is called Shirkatul Melk. In the case of Hire Purchase under Shirkatul Melk, IBBL purchase assets to be leased out, jointly with client under equity participation, own the same and share benefit jointly till the full ownership is transferred to the client.

 7.2 Definition of Ijara
The term ‘Ijara’ has been defined as a contract between two parties, the lessor and the lessee, where the lessee enjoys or reaps a specific service or benefit against a specified consideration or rent from the asset owned by the lessor. It is a lease agreement under which a certain asset is leased out by the lessor or to a lessee against specific rent or rental for a fixed period.

 7.3 Definition of Sale contract
This is a contract between a buyer and a seller under which the ownerships of certain goods or asset is transferred by the seller to the buyer against agreed upon price paid by the buyer. In the case of Hire Purchase under Shirkatul Melk, the lessor bank sells or transfers its title to the asset under a sale contract on payment of sale price.

7.4 Stages of Hire Purchase under Shirkatul Melk
Hire Purchase under Shirkatul Melk Agreement has got three stages:

· Purchase of asset under joint ownership of the lessor and the lessee.

· Hire, and

· Sale and transfer of ownership by the lessor to the other partner - lessee.

7.5 Important Features

· In case of Hire Purchase under Shirkatul Melk transaction the asset/property involved is jointly purchased by the lessor (bank) and the lessee (client) with specified equity participation under a Shirkatul Melk contract in which the amount of equity and share in ownership of the asset of each partner (lessor bank and lessee client) are clearly mentioned. Under this agreement the lessor and the lessee become co-owners of the asset under transaction in proportion to their respective equity.

· In Hire Purchase under Shirkatul Melk Agreement the exact ownership of both the lessor (bank) and lessee (client) must be recognized.  However, if the partners wish and agree the asset purchased may be registered in the name of any one of them or in the name of any third party clearly mentioning the same in the Hire Purchase Shirkatul Melk Agreement.

· The share/part of the purchased asset owned by the lessor (bank) is put at the disposal possession of the lessee (clients) keeping the ownership with him for a fixed period under a hire agreement in which the amount of rent per unit of time and the benefit for which rent to be paid along with all other agreed upon stipulations are clearly stated. Under this agreement the lessee (client) becomes the owner of the benefit of the asset not of the asset itself, in accordance with the specific provisions of the contract that entitles the lessor (bank) the rentals.

· As the ownership of leased portion of asset lies with the lessor (bank) and rent is paid by the lessee against the specific benefit, the rent is not considered as price or part of price of the asset. 

· In the Hire Purchase under Shirkatul Melk agreement the Lessor (bank) does not sell or the lessee (client) does not purchase the asset but the lessor (bank) promise to sell the asset to the lessee only if the lessee only if the lessee pays the cost price/equity price of the asset as fixed and as per stipulations on which the lessee also gives undertakings. 

· The promise to transfer legal title by the lessor and undertakings given by the lessee to purchase the ownership of leased asset upon payment part by part as per stipulations are affected only when it is actually done by a separate sale contract. 

· As soon as any part of lesssor's (bank's) ownership of asset is transferred to the lessee (client), that becomes the property of the lessee and hire contract for that share/part and entitlement for rent thereof lapses.  

· The hire contract becomes effective from the day on which the lessor transfers the possession of the leased asset in good order and usable condition, so that the lessee may make use of the same as per provisions of the agreement.

· Effectiveness of the sale contract depends on the actual sale and transfer of ownership of the asset by the lessor to the lessee.
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8.1 Definition of Ijarah
According to Islamic Shari’ah, Ijarah is a contract between two parties – the lessor and the lessee, where the lessees (Hirer or Mustajir) have the right to enjoy/reap a specific benefit against a specified consideration/rent/wages from the lessor – the owner (Muajjir). 

 8.2 Elements of Ijarah
· According the majority of Fuqaha, there are three general and six detailed elements of Ijarah:

1) The wording: This includes offer and acceptance. 

2) Contracting parties: This includes a lessor, the owner of the property, and a lessee, the party that benefits from the use of the property.

3) Subject matter of the contract: This includes the rent and the benefit.

· The lessor (Mujjir) – The individual or organization who leases out/rents out the property or service is called the lessor.

· The lessee: (Mustajir) – The individual or organization who hires/takes the lease of the property or service against the consideration rent/wages/remuneration is called the lessee (Mustajir).

· The Benefit (Maajur) – The benefit that is leased/rented out is called the benefit (Maajur).

· The rent (Aj’r or Ujrat) – The consideration either in monetary terms or in quantity of goods fixed to be paid against the benefit of the goods or service is called the rent or Ujrat or Aj’r.      

8.3 Rules for Ijarah
 

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

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

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

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

· The lessor is under obligation to enable the lessee to the benefit from the assets by putting the possession of the asset(s) at his disposal in useable condition at the commencement of the lease period.

· In a lease contract, the period of lease and the rental to be paid in terms of time, place or distance should be clearly stated.

· It is a condition that the rental falls due from the date of handing over the asset to lessee and not from the date of contract or use of the assets.
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Generally a bank takes certain steps to deliver its proposed investment to the client. But the process takes deep analysis. Because banks invest depositors fund, not banks’ own fund. If the bank fails to meet depositors demand, then it must collapse. So, each bank should take strong concentration on investment proposal. However, Islami Bank Bangladesh Limited (IBBL) makes its investment decision through successfully passing the following crucial steps: 

Here, investment taker (client) approaches to any of the branch of Islami Bank Bangladesh Limited (IBBL). Then, he talks with the manager or respective officer (Investment). Secondly, bank considers five C’s of the client. After successful completion of the discussion between the client and the bank, bank selects the client for its proposed investment. It is to be noted that the client/customer must agree with the bank’s rules & regulations before availing investment. Generally, bank analyses the following five C’s of the client:

· Character;

· Capacity;

· Capital;

· Collateral; and

· Condition.


[image: image70]

[image: image71]
At this stage, the bank will collect necessary information about the prospective client. For this reason, bank informs the prospective client to provide and/or fill duly respective information which is crucial for the initiation of investment proposal. Generally, here, all the required documents for taking investment have to prepare by the client himself. Documents that are necessary for getting investment of IBBL is prescribed below:
· Trade License photocopy (for proprietorship);
· Abridged pro forma income statement;
· Attested copy of partnership deed (for partnership business);
· Prior three (03) years’ audited balance sheet (for joint stock company);
· Prior three (03) years’ business transactions statement for the musharaka/mudaraba investment;
· Abridged pro forma income statement for the musharaka/mudaraba investment;
· Attested copy of the Memorandum of Association (MOA) & Articles of Association (AOA) for the joint stock company;
· Attested copy of the Tax Identification Number (TIN)- including final assessment;
· Tenders of the proposed assets (in case of HPSM);
· Detailed summary of the sundry debtors and creditors (including both time & schedule);
· Summary of the personal movable & immovable assets; and others.
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At this stage, the bank evaluates the client and his/her business. It is the most important stage. Because, on the basis of this stage, bank usually goes for sanctioning the proposed investment limit/proposal. If anything goes wrong here, the bank suddenly stops to make payment of investment. 

In order to appraise the client, Islami Bank Bangladesh Limited (IBBL) provides a standard 

F-167B Form (Appraisal Report) to the client for gathering all the information. The original copy of the appraisal report is enclosed in the appendix chapter. However, the following contents are presented from that appraisal report:

· Company’s/Client’s Information.

· Owner’s Information.

· List of Partners/Directors.

· Purpose of Investment/Facilities.

· Details of Proposed Facilities/Investment.

· Break up of Present Outstanding.

· Other Liabilities of the Client/Group.

· Previous Banker’s Information.

· Details of Sister/Allied Concerns.

· Allied Deposit as on.

· Business/Industry Analysis.

· Relationship Analysis.

· Asset-Liability position of the client as per Audited Balance Sheet.

· Working Capital Assessment.

· Risk Grade.

· Particulars of the go down for storing MPI/Murabaha goods.

· Insurance Coverage.

· Audit Observation.

· Security Analysis.
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At this stage, the bank officially approves the investment proposal of the respective client. In this case client receives bank’s sanction letter. Islami Bank Bangladesh Limited (IBBL)’s sanction letter contains the following elements:

· Investment Limit in million.
· Mode & amount of investment.
· Purpose of investment.
· Period of investment.
· Rate of return.
· Securities:
a. Primary- Stock of goods is the primary security.
i. LC/Bills: Related Documents.
ii. Murabaha Post Investment (MPI)/Bai-Murabaha: Pledge of MPI/Bai-Murabaha goods.
iii. MPI/Bai-Bai Murabaha-TR: Lien on goods to be released.
b. *Cash/Goods-
i. Bai-Murabaha: 25% cash security on cost price to be subsequently converted to goods security.
ii. TR (Trust Receipt): Without cash security.
c. Collateral: Immovable properties.
Cash/Goods security

In allowing Murabaha investment and amount of cash security is generally realized from the client (amount depends on the nature of goods, creditworthiness of the client, collateral security obtained etc.) which is converted to goods security after purchase of goods purchased out of bank’s investment and client’s cash security is pledged to the bank, kept under bank’s custody before its delivery to the client on payment. Example: If, for a Murabaha investment cash security is fixed at 25% Bank’s investment stands at 75% on the total goods purchased. For example, if cost of total goods purchased is Tk.100000 Bank’s investment will be Tk.75000 and client’s cash security will be Tk.25000.

Table 10: Cash / Good Security

	Bank
	Client
	Total cost of goods

	Tk. 75000 (75%)
	Tk. 25000 (25%)
	Tk. 100000 (100%)
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At this stage, usually the bank analyses whether required documents are in order. In the documentation stage, Islami Bank Bangladesh Limited (IBBL) checks the following documents of the client:

· Tax Payment Certificate.

· Stock Report.

· Trade License (renewal).

· VAT certificate

· Liability statement from different parties.

· Receivable from different clients.

· Other assets statement.

· Aungykar Nama.

· Ghosona Potra.

· Three (03) years net income & business transactions.

· Performance report with the bank.

· Account Statement Form of the bank.

· Valuation Certificate

· Particulars of the Proposal.

· Particulars of the Mortgagor.

· Particulars of the Properties.

· Outstanding liability position of the bank.

· CIB (Credit Information Bureau) Report.
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At this stage, bank decides to pay out money. Here, the client gets his/her desired fund or goods. It is to be noted that before disbursement a “site plan” showing the exact location of each mortgage property needs to be physically verified. 

Monitoring & Recovery stage

At this final stage of investment processing of the Islami Bank Bangladesh Limited (IBBL), bank will contact with the client continually, for example- bank can obtain monthly stock report from the client in case of micro investment. Here, the bank will keep his eye on over the investment taker. If needed, bank will physically verify the client’s operations. Also if bank feels that anything is going wrong then it tries to recover its investment fund from the client.
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The Bank, since its inception, has been working for the uplift and emancipation of the underprivileged, downtrodden and neglected sections of the populace and has taken up various schemes for their well being. The objectives of these schemes are to raise the standard of living of low-income group, development of human resources and creation of avenues for self-employment.
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Islami Bank Bangladesh Limited has introduced Household Durables Investment Scheme, which has already created great enthusiasm among the people and received tremendous response from them. Objectives are to assist the service holders with limited income in purchasing household articles such as: 

Objectives: 
· To assist the service holders with limited income in purchasing household durables.

· To assist the fixed income group in raising the standard of living.   
· To create opportunity for the service holders to enjoy the benefit of modern and sophisticated living and at the time lead a decent and honest life. 
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A good number or newly graduated doctors from Medical Colleges are unemployed. Many of the medical graduates are waiting for job because the opportunity for Government service is limited. If these young doctors could be self-employed by extending investment facilities, they could make modern facilities available at the door-steps of rural people.

In view of the above facts, Islami Bank Bangladesh Limited has taken the initiative an introduced the " Doctors Investment Scheme" to ensure modern treatment and medical facilities available to the people through extension of Bank’s investment facilities for self-employment of newly graduated doctors and at the same time extending investment facilities to the established medical practitioners to procure modern and sophisticated medical equipment. 
Objectives: 
· To provide investment facilities for establishment of chambers, clinics, pharmacies and procurement of medical equipment by the unemployed medical graduates and thus to provide self-employment. 
· To assist newly passed unemployed medical graduates to establish clinics by way of formation of groups by 5 doctors. 
· To assist experienced and established physicians to procure improved and modern medical equipment and thus to improve the standard and techniques of treatment. 
· To assist specialists and consultant physicians to procure specialised medical equipment for extending improved treatment to the people.   
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Bangladesh a third-wood developing country is rich in natural and human resources. In spite of vast possibilities, the majority people of the country live in hardship-below poverty tapped, explored and exploited. Physical labor is their only means of earning. A large segment of this populace is active youth force. Many of them are efficient, intelligent and energetic with initiative & drive and have courage to tale risks. But they cannot uplift their socio-economic condition due to poverty, lack of financial support and other required facilities. 

Aims and objectives: 
· To expand investment facilities for the small traders and entrepreneurs in urban and rural areas with a view to raise their level of income and to improve their quality of life. 

· To inspire and encourage unemployed youths to establish small business enterprises and thereby to create opportunities for self-employment for ensuring social justice and welfare of the people in large scale. 

· To extend investment facilities to those small entrepreneurs who could not avail any credit or investment facilities from any bank or financial institutions or otherwise deprived of from such investment facilities.   
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One of the basic human needs is to have a house to live in. A house is in an abode of peace and happiness. Housing has now become an acute problem in the country, especially in the towns, cities and metropolis. With their limited income, it has become almost impossible on the part of the lower middle class, middle class and sometimes, even for upper middle class to solve their housing problem. To meet this basic human need, Islami Bank Bangladesh Limited is committed to contribute to this end to provide a peaceful and happy

Objectives: 
· To extend the benefits of the investment of the bank under the scheme to different sections of the people.   

· To assist in solving the existing housing problem of the country.   

· To assist the service holders and professionals with fixed income to arrange for houses of their own.

· To extend the investment facilities of the bank to every nook and corner of the country, by size of investment, by sector of investment and on the basis of geographical area.   

· To make investment facilities easily available under Islamic Shariah to those people who do not want to avail investment facilities from interest-based financial institutions.  
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Professionals, Service-holders, Businessmen, Real Estate Developer and other categories of people who are not entitled for availing investment facilities under Housing Investment Scheme, shall be eligible under this programme Investment is to be extended to build new houses and for extension/ completion of the house already constructed, commercial building, shopping complex, flat apartment etc. 
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Under this scheme, investment in being allowed to the existing successful businessmen and potential entrepreneurs in this sector for all types of road and water transport with simple and easy terms and conditions. The bank is also extending investment facilities to multinational companies, established, business houses and well to do officials and professionals for acquisition of private cars, microbus and jeeps.

Aims and Objectives: 

· To assist in the development of communication system of the country. 
· To help overcome the existing transportation problem. 
· To assist solvent service-holders and professionals having fixed income for acquisition of private cars and thus to help them to improve their professional efficiency and the standard of living. 
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Car is considered as on essential mode of transport in the modern society, particularly by a section of the officials, business houses and business executives and established professionals for movement in discharging their duties and responsibilities punctually and efficiently. Many of these categories of people cannot purchase a car on payment of entire purchase value at a time out of their own sources. To meet this need Islami Bank has introduced the ‘Car Investment Scheme’ for the mid and high ranking officials of government and semi-government organizations, corporations; executives and directors of big business houses and companies arid also for persons of different professional groups on easy payment terms and conditions.

Objectives: 
· To meet the demand of senior officials of different organizations, established business houses and companies and persons of various professional groups who essentially need a car but can not afford to purchase on payment at a time. 

· To assist the above categories of persons to procure a car on easy payment terms and conditions and thus become its proud owner. 

· To assist in minimizing transport problem in the private sector and help the mid and high ranking officials and professionals with fixed income in the improvement of their standard of living. 

· To extend the range of bank’s investment facilities to various sections of people in line with the ideals of the bank. 

· To diversify the investment portfolio of the bank by size, sector and volume.
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Islami Bank Bangladesh limited (IBBL) envisages an economic system based on equity and justice. Taking into consideration that majority of the population below poverty line lives in rural Bangladesh, the Bank has devised a Rural Development Scheme (RDS) with a view to creating employment opportunity for them and alleviates their poverty through income generation activities.

The IBBL through its RDS project has been implementing integrated programs for the landless poor, aged laborers and marginal farmers aimed at meeting their basic needs and promoting their comprehensive development. Consciousness among the poor needs should be enhanced so that they can lift their position in the socio-economic structure of the country. In order to consolidate their economic base, invested money should be used in income generating activities so the poorer section of the population can become self-reliant. RSD works for the realization of that objective. 
Objectives:

· To extend investment facilities to agricultural, other farming and off-farming activities in the rural areas.

· To finance self-employment and income generating activities of the rural people, particularly the rural unemployed youths and the rural poor.

· To alleviate rural poverty through integrated rural development approach.

· To extend investment facilities for rural housing, keeping in view the needs of housing facilities of the rural dwellers.

· To provide educational services and safe drinking water, sanitation & Medicare facilities to the down trodden people.
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Bangladesh is predominantly an agricultural country with vast majority of people living in rural areas. Most of our people for their living are dependent on agriculture. Agriculture still contributes the lion share of the gross domestic product. But we could not as yet become self-sufficient in food production. We still import a bulk quantity of food grains from abroad to meet the deficit. We must modernize our agriculture and establish more and more industries in order to minimize imports

The Bank has introduced “Agriculture Implements Investment Scheme" to provide power tillers, power pumps, shallow tube-wells, thrasher machine etc. On easy terms unemployed youths for self-employment and to the farmers help augment production in agricultural sector.

Objectives: 

· To create opportunities for self-employment of un-employed rural youths. 
· To help farmers to augment agricultural production. 
· To assist in the introduction and use of modern technology in the agricultural sector. 
· To play auxiliary role in achieving self-sufficiency in food production. 
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Islami Bank Bangladesh Ltd. has been appreciably participating in this direction by financing industrial sector. With a view to creating wider base for industries, the Bank has decided to launch "Micro Industries Investment Scheme" through its Branches.

Objectives:   
· To create income generating employment opportunities through establishment of new micro industries and BMRE of existing units by providing necessary investment facilities. 
· To encourage establishment of micro industries in different areas of the country by potential entrepreneurs like educated unemployed youths, technically qualified and skilled /semi skilled persons. 
· To encourage wage-earners to utilise their hard-earned money in the country by providing additional investment needs for establishment of micro -industries. 
· To provide investment facilities for self -employment of the unemployed and under employed persons having education, knowledge, skill, experience and initiative to undertake micro industrial enterprises. 
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As 31st December 2010, IBBL’s total deposit stood at TK 291,347 million as against TK 243,653 million on December 2009. Deposit has increased by TK 47,694 million during last one year their achievement in the year is 97% of the target of TK 300,000 million. Growth rate in 2010 is 20% over 2009 with market share of 8% in banking industry.
In 2010 they mobilize fresh deposit of TK 47,694 million and added 4, 77,464 accounts in customer base. Total deposit of the bank equals to the total deposit of 7 banks. The volume of deposit increased in the last year equals to a mid size bank meaning another new bank has added to IBBL in 2010.The table and graph of the historical performance of deposit are given below:

	Year
	Amount (million TK.)

	1985
	1,564.00

	1990
	4,463.00

	1995
	15,669.00

	2000
	32,113.00

	2005
	107,779.00

	2010
	291,464.00
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Figure 3: Historical performance of deposit

	Year
	Amount (million TK.)

	2006
	132,419.00

	2007
	166,352.00

	2008
	200,343.00

	2009
	219,314.00

	2010
	291,464.00
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Figure 4: Last five year performance of deposit
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The entire nation experienced sluggish growth in investment in 2010 for insufficient supply of electricity, gas, volatile price level etc. investment performance of IBBL in the adverse environment, Alhhamdulillah evidenced great achievement in implementing the annual development plan, 2010 including diversification of investment and investment in priority sectors e.g. agriculture, power generation, real-estate etc. and also improving quality of investment towards attainment of Islamic banking goals i.e. Maqasid Al-Shariah in the context of the year theme “Diversification of Investment for Achieving Islamic Banking Goal.”    
As on 31st December 2010, total investment of IBBL stood at TK 292084 million as against TK 239000 million on December, 31st last year. Total investment has increased by 53084 million during the last one year. Their achievement in the year is 101% of the target of 288000 million. Growth rate in 2010 is 23% over 2009 with market share of 8% in banking industry.  

In 2010 IBBL deployed additional investment of TK 53084 million and inducted 41369 clients in their customer base. They are confident that they could spread the plat form to diversify their investment in coming years for achieving long term goal of IBBL in line with their perspective plan. The table and graph of the historical performance of investment are given below:

	Year
	Amount (million TK.)

	1985
	949.00

	1990
	3,252.00

	1995
	11,532.00

	2000
	27,471.00

	2005
	97,178.00

	2010
	291,464.00
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Figure 5: Historical performance of Investment

	Year
	Amount (million TK)

	2006
	123,960.00

	2007
	174,058.00

	2008
	198,763.00

	2009
	239,000.00

	20010
	291,464.00
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Figure 6: Last five year Investment performance at a glance

[image: image93]
As on 31 December 2010, our total overdue stood at TK.5,008 million as against TK.5,650 million on December, 31 last year i.e. our total overdue has reduced by TK.642 million during last one year. IBBL’s achievement in the year is 150% of the target of tk.7, 500 million. Net Reduction rate in 2010 is (11%) over 2009 brining the same to 1.79% of total investment. Reschedule investment reduced to 9.16% from tk.13.02% while recovery of rescheduled investment increased to 70% meaning substantial improvement of asset quality. The table and graph of the overdue in last five years to total investment are given below:

	Year
	% of total investment

	2006
	3.35%

	2007
	2.32%

	2008
	2.26%

	2009
	2.36%

	20010
	1.72%
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Figure 7: Overdue in last 5 years % to total investment.

[image: image95]General investment stood at TK 279,195 million as on 31st December as against TK 227,863 million as on 31st December 2009 i.e. net additional investment of TK 51,332 million has been deployed during the year. Achievement is 104% of the Ceiling of TK 268,000 million with 23% growth over 2009. Percentage of general investment to total deposit recorded at 95.84%. Investment up to TK 500 million stood at 44.27% in December 2010 as against 56.00% allocated in the perspective plan, which was 41.06% in 2009 showing a net increase of 3.21 recorded up to December 2010. On the other hand investment above TK500 million stood at 55.73% in December 2010 as against 44.00% allocated in the perspective plan, which was 58.94% in 2009 showing a net decrease of 3.21% recorded up to December 2010. The table and graph of the performance of general investment (last five years) are given below:

	Year
	Amount (million TK.)

	2006
	120,402

	2007
	154,000

	2008
	191,230

	2009
	227,863

	2010
	279,195
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Figure 8: Last five year performance of General investment


[image: image97]
There are three modes of investment in IBBL. Investment under Bai, Ijara (HPSM), Share mode, purchase and negotiation and Quard stood at 60.44%, 30.49%, 1.01%, 6.59% and 1.47% as against 58.83%, 34.33%, 0.28%, 5.24% and 1.31 in 2009 respectively. Allocation as per perspective plan in mode wise is 59.00% for Bai, 34.50% for Ijara(HPSH), 1.00% for share, 4.00 for purchase & negotiation. The table and graph of the performance of mode wise investment (last five years) are given below:
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	Year
	Amount (million TK.)

	2006
	66,386.00

	2007
	83,769.00

	2008
	112,766.00

	2009
	134,054.00

	2010
	168,752.00
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Figure 9: Last five year performance of Bai Mode
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	Year
	Amount(million TK )

	2006
	39,399

	2007
	50,255

	2008
	67,107

	2009
	78,227

	2010
	85,124
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Figure 10: Last five year performance of Ijara Mode (HPSM)
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	Year
	Amount (million TK.)

	2006
	13

	2007
	17

	2008
	40

	2009
	642

	2010
	2,809
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Figure 11: Last five year performance of Share Mode
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Investment in Agriculture and Agro-based industry stood at 6.83% in 2010 as against 3.01% in 2009. This sector recorded a net increase by 3.82% in 2010 over 2009. Allocation for 2010 as per perspective plan in this sector is 5.70% of total investment. The table and graph of the performance of agriculture and agro-based industry (last five years) are given below:

	Year
	Amount (million TK.)

	2006
	8,877

	2007
	12,961

	2008
	13,175

	2009
	6,850

	2010
	1,9081
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Figure 12: Last five year performance of Agriculture and Agro-based industry

	Year
	Amount (million TK.)

	2006
	845

	2007
	3,476

	2008
	3,951

	2009
	2,278

	2010
	7,589
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Figure 13: Last five year performance of Agriculture

	Year
	Amount (million TK.)

	2006
	8,032

	2007
	9,485

	2008
	9,224

	2009
	4,572

	2010
	11,492
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Figure 14: Last five year performance of Ago-based Industry
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Industrial investment stood at 49.29% in 2010 as against 52.05% in 2009. This sector recorded 2.75% decrease in 2010 over 2009. Allocation in this sector for 2010 as per perspective plan is 47.30% of total investment. The table and graph of the performance of industrial investment (last five years) are given below:
	Year
	Amount (million TK.)

	2006
	62,868

	2007
	78,787

	2008
	106,302

	2009
	118,593

	2010
	137,628
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Figure 15: Last five year performance of Industrial investment
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Investment in trade stood at 29.71% in 2010 as against 33.07% in 2009. This sector recorded a net decrease of 3.36% in 2010 over 2009. Allocation in this sector for 2010 as per perspective plan is 31.00% of total investment. The table and graph of the performance of investment in trade (last five years) are given below:

	Year
	Amount(million TK )

	2006
	35,014

	2007
	47,095

	2008
	54,410

	2009
	75,354

	2010
	82,953
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Figure 16: Last five year performance of Investment in trade
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Real estate Investment stood at 5.23% in 2010 as against 4.01% in 2009. This sector recorded a net increase of 1.22% in 2010 over 2009. Allocation in this sector for 2010 as per perspective plan is 7.00% of total investment. The table and graph of the performance of real estate investment (last five years) are given below:

	Year
	Amount (million TK.)

	2006
	6,582.85

	2007
	6,903

	2008
	7,183

	2009
	9,140

	2010
	12,049
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Figure 17: Last five year performance of Real estate Investment.
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Transport Investment stood at 1.74% in 2010 as against 1.63% in 2009. This sector recorded a net increase of 0.11% in 2010 over 2009. Allocation in this sector for 2010 as per perspective plan is 2.50% of total investment. The table and graph of the performance of transport investment (last five years) are given below:

	Year
	Amount(million TK )

	2006
	2,698.88

	2007
	2,624

	2008
	3,088

	2009
	3,717

	2010
	4,871
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Figure 18: Last five year performance of Transport Investment

[image: image116]
RDS Investment stood at 1.83% in 2010 as against 1.65% in 2009. This sector recorded a net increase of 0.18% in 2010 over 2009. Allocation in this sector for 2010 as per perspective plan is 1.60% of total investment. The table and graph of the performance of RDS investment (last five years) are given below:

	Year
	Amount(million TK )

	2006
	2,242.22

	2007
	2,885

	2008
	3,012

	2009
	3,752

	2010
	5,127
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Figure 19: Last five year performance of RDS Investment.

[image: image118]
SME Investment to general investment stood at 28.10% in 2010 as against 25.08% in 2009 and 19.43% in 2008 showing a net increase of 3.02% in 2010 over 2009. This sector recorded growth of 37% in 2010, 54% in 2009 and 64% in 2008 as against overall investment growth of 23% in 2010, 19% in 2009, 24% in 2008. The table and graph of the performance of SME investment (last five years) are given below:

	Year
	Amount (million TK.)

	2006
	19,831

	2007
	22,614

	2008
	37,154

	2009
	57,159

	2010
	78,456
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Figure 20: Last five year performance of SME Investment

[image: image120]Rural Investment stood at 10.71% in 2010 as against 8.20% in 2009. Showing a net increase of 2.51% in 2010 over 2009. The table and graph of the performance of rural investment (last four years) are given below:

	Year
	Amount (million TK.)

	2007
	12,166

	2008
	14,724.71

	2009
	18,684.77

	2010
	29,901.78
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Figure 21: Last five year performance of Rural Investment

[image: image122]Classified investment decreased by TK 553 million (10.92%) from TK 5063 million in 2009 to tk.4, 510 million in 2010. The percentage of classified investment to total general investment stood at 1.62% in 2010 as against 2.22% in 2009. The table and graph of the performance of classified investment (last five years) are given below:

	Year
	Amount (million TK.)

	2006
	3,898

	2007
	4,426

	2008
	4,311

	2009
	5,063

	2010
	4,510
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Figure 22: Last five year performance of Classified Investment

[image: image124]Rescheduled investment reduced by tk.3719 million (12.69%) from tk.29304 million in 2009 to tk.25585 million in 2010 representing 9.16% to total General Investment. Tk.5866 million recovered against Rescheduled investment in 2010 as against tk.3443 million in 2009  tk.1618 million in 2008  tk1066 million in 2007 and tk.1021 million in 2006. The table and graph of the performance of rescheduled investment (last five years) are given below:

	Year
	Amount (million TK.)

	2006
	6,562

	2007
	8,419

	2008
	13,170

	2009
	29,304

	2010
	25,585
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Figure 23: Last five year performance of Rescheduled investment
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Income from investments is accounted for on accrual basis except investments under Musharaka, Mudaraba & Bai modes of Investment. Income in case of Mudaraba, Musharaka, and Bai is accounted for on realisation basis. Besides, fees and commission income are recognized when earned. The Bank does not charge any rent during the gestation/interim period of investment against Hire Purchase under Shirkatul Melk (HPSM) mode of Investment but it fixes the sale price of the assets at a higher level in such a way to cover its expected rate of return. Such income is recognised on realisation basis. The table and graph of the income from investment (last five years) are given below:

	Year
	Amount (million TK.)

	2006
	10,999

	2007
	14,562

	2008
	19,525

	2009
	20,768

	2010
	24,931
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Figure 24: Last five year income from investment.
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· Operating profit crossed 11,000 million.

· 20 new branches added.

· 41,369 investment clients inducted iun the year.

· Around 5 lac deposit accounts opened.

· Islamic Bank Securities Limited (IBSL) started operation since April 2010.

· Received 05 AD license & 03 offshore Banking Unit (OBU) license.

· 157 ATM were opened including IBBL’s own ATM.

· Business discretion was enhanced/upgrade substantially.

· New pay scale made effective form June 2010.

· MC, ALCO, task force & others committees have been strengthened.

· Received award from Global Finance, ICICI Bank, Bankers Forum etc.
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· To enhance capacity and capability of the employees of the bank to handle investment operations through imparting training.

· To arrange training and motivational programs for investment clients and their officials on Islamic banking including legal issues.

· To develop new entrepreneurs.

· To induct best of the best investment clients, check exodus of good investment clients.

· To launch dynamic camping to hunt good investment clients from the market.

· To improve each and every employee of the bank to induct new good business. Each and every employee will induct at last one good investment clients (excluding RDS & MEIS) in each month.

· To be aware of over-financing and under financing and to give prompt decision on investment proposal.

· To have a clear picture of investment diversification and opportunities in the market in terms of size, sector, geographical area, economic purpose, security-wise.

· To maintain asset quality particular in RMG and textile sector.

· To obtain proper primary and collateral securities and ensure proper supervision, monitoring and control of investment.

· To keep our investment cost minimum to offer competitive and lower rates and facilities to the clients.

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

· To encourage investment involving less risk weight.

· To adopt modern technology in the investment operations.

· To deploy mobilized fund, as far as possible, locally by the concerned Branch.

· To observe strictly the single party exposure rule.

· To prefer syndication for large investment.

· To give importance to increase Agriculture and SME investment, particularly investment in various development, employment generation & poverty alleviation schemes like Real Estate, Transport, Doctors, Women Entrepreneurs, RDS, Small Business, Agriculture Implements, Rural Housing, HDS etc.

· To take effective steps to recover non-performing investments, particularly Bad & Doubtful and written of investment.

· To give due consideration to maintain a balanced investment portfolio of all branches in terms of size, economic purpose, area, mode and security.

· To increase investment at environment friendly solar energy/Bio gas, Effluent Treatment Plant (ETP), Biological Processing Plant, Wastage Refinery Plant and discourage investment in environment polluting industry.

· To enlighten the manpower with uptodate legal knowledge.

· To ensure proper documentation with the help of law Department, if necessary.

· The year theme of the bank for 2011 “Year of Welfare and Green Banking.” Which is line with the objectives of Islamic Economics, Maqasid Shariah as well as ethical & sustainable Banking? This is no doubt, a challenging task. By the Grace of Almighty Allah, concerted efforts, constant monitoring, continuous supervision of all concerned and advice & guidance of the policy makers, they shall be able to address the challenges.
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Every organization has some internal Strengths and Weaknesses as well as they have also some external opportunities and threats. To survive in world competitive market, every organization should emphasize on SWOT analysis that help to take proper decision and to achieve the ultimate goal of the organization. As an internee of IBBL New Market Branch, I have tried to find out what are their Strengths and Weakness as well as opportunities and threats are stated below:
	6.3.1 STRENGTHS
	6.3.2 WEAKNESSES

	S1  Adequate Finance

S2   More funds for Investment

S3  Honest and Reliable Employees  

S4  People’s perception about Islamic Banking
	W1  Centralized Decision Making

W2  Lack of up-to-date equipments
W3  Deficiency of expertise
W4  Lack of Advertising

W4 Most of the Employees from other than business background

	6.3.3 OPPORTUNITIES
	6.3.4 THREATS

	O1  Innovative & modern customer service

O2  Retaining vast customers

O3  Special image

O4  Poverty alleviation

O5 SME Financing 

06. Capital Market Operation
	T1  Rules and regulations

T2 Islamic Banking Operation introduced by conventional Banking.                              

T3  Absence of Shari’ah  compliant Call money Market

T4  Lower salary structure
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S1. Adequate Finance
Islami Bank Bangladesh Ltd. has adequate finance. That is why; they need not to borrow money from Bangladesh Bank or any other financial sources.
S2. More funds for Investment
 For adequate financial ability, they can provide more investment facility to their clients compared to other Banks.

S3. Honest and Reliable Employees  

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

S4. People’s Perception About Bank
 Most of the people of Bangladesh are Muslim and they are trusted in superior performance of IBBL as a Shari’ah based-Islamic Banking.  
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W1. Centralized Decision Making

The decision making of the bank is too much centralized. No decision is made without the authorization of the head office.

W2. Lack of up-to-date equipments

IBBL has lack of modern technologies and equipments. Most of the Branches are not well decorated. Number of ATM Booth is not sufficient compared to their vast banking operation.

W3. Deficiency of expertise
Many of the employees are unskilled and from them, superior performance is unexpected to survive in the national economy as well as in the world economy.
W4. Lack of Advertising

IBBL has lack of advertising like other banks. They don’t telecast any attractive advertisement in the media.

W5. Most of employees from other than business background

The employees who come from business background has much sense about investment opportunity, customer perception etc.


[image: image133]
O1. Innovative and modern customer service

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

O2. Retaining vast customers

IBBL has a vast opportunity to hold most of the customers by extending its banking operation all over the country as most of the people of Bangladesh are religious minded.
O3. Special image 
IBBL has a great opportunity to save the county’s poor people from being taking loan from different NGOs or few banks with higher interest rate.

O4. Poverty alleviation
 IBBL has created special image to the people as a more reliable bank. People believe that if they keep their money in Islami bank it will be more secured than other banks.

O5. SME Financing 

SME financing is opening new door IBBL to invest and to comply with its mission and vision.
06. Capital Market Operations

Islami Bank Securities Limited is going to be launch shortly which is a huge opportunity for IBBL to maximize its profit.
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T1. Rules and regulations
 Rules and regulations of Bangladesh Bank defers with Islamic Banking System. So they have to face various problems to operate their activities according to the Islamic Shari’ah.
T2. Islamic Banking operation introduced by conventional Banking

Conventional banks have started to open their Islamic Banking operation shortly. 
T3. Absence of Shari’ah compliant Call Money Market

In the money market of Bangladesh, there is no call money market for Islamic banks. So in time of liquidity crisis they cannot borrow money from another bank.
T4. Lower salary structure
Now many of the Banks are hiring young talent and expertise employees with higher remuneration where IBBL could not hire skilled manpower because of lower salary structure compared to other banks.
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	Particular
	Amount (crore TK.)

	Deposit
	347,589.90

	Investment
	313270.80

	Export
	139756.00

	Import
	234732.60

	Remittance
	83816.00

	Operating Profit
	16648.00

	Overdue
	30702.00

	Classified Investment
	26500.00

	GDP Growth Rate
	5.83

	Rate of Inflation
	6.86

	Country’s % of banked population
	13%

	Country’s % of unbanked population
	87%

	Mobile User 
	41%



	Particular
	Amount (crore TK.)
	Market Share of IBBL (%)

	Deposit
	29284.00
	8.38%

	Investment
	29208.00
	9.30%

	Export
	14842.00
	10.62%

	Import
	24628.00
	10.49%

	Remittance
	21463.00
	25.60%

	Operating Profit
	1143.00
	6.87%

	Overdue
	500.00
	1.75%

	Classified Investment
	452.00
	1.71%

	Written off Investment 
	253.00
	____________
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Islamic banking system of Bangladesh, as a new paradigm of banking, has been able to establish its own presence with a continued expansion geared by increasing acceptance by the people. To continue this dynamic expansion, the first action that deserves immediate attention is the promotion of the image of Islamic banks as PLS banks. Strategies have to be carefully devised so that the image of Islamic character and solvency as a bank is simultaneously promoted. The following policy actions are suggested for immediate application:

· Islamic banks should clearly demonstrate by their actions that their banking practices are not guided merely by profitability criterion. They must also establish that their practices ensure efficient allocation of resources and provide true market signals through PLS modes.

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

· IBBL needs to recruit skilled human resources which can turn the bank ahead.

· As the Islamic banks have to promote their distributional efficiency from all dimensions together with profitability, Islamic banks, step by step, have to be converted into profit-loss-sharing banks by increasing their percentage share of investment financing though PLS modes. The Islamic banks, to do that, can be selective in choosing clients for financing under PLS modes. Islamic banks should immediately take measures to revert the trends of resource transfer from both low-income groups to high-income groups and from rural to urban areas. This is extremely important from the viewpoint of their banking philosophy as well as for their tacit commitment for distributional equity. The Islamic banks should also actively consider utilization of rural potentials from both efficiency and equity grounds in the context of the present day socio-economic conditions of Bangladesh.

· The Islamic banks can improve their allocate efficiency by satisfying social welfare conditions in the following manner. First, they should allocate a reasonable portion of their investible funds to social priority sectors such as agriculture (including poultry and fishery), MSME (micro, small and medium enterprises) sector, and export-led industries like garments, shrimp cultivation etc. Secondly, when the percentage shares of allocation of investible funds are determined among the sectors of investment financing, profitability of projects should be the criterion for allocating investment funds. The criterion would be best satisfied if more and more projects were financed under PLS modes. 

· It is assumed that in the face of competition with interest-based institutions, a critical initial mass of the hybrid type is necessary not only for the survival but also ensuring efficiency of the PLS in a heterogeneous environment. The recent financial innovations may be tried to suit the need of the integrated global Islamic financial markets.

· Islamic ethics supports a poverty-alleviation strategy that is based on the principle of promoting economic growth with productive equity. Islamic banks should act as 'Banks for Enriching the Poor' (or as Rural Poor Bank and Urban Poor Bank), because the current collateral-based system for efficiently financing business/projects kicks the poor out of participation in economic activities. Banning interest should have the illuminating effect of allowing greater access by population to finance, and hence lead to a better income distribution, the ultimate objective of the glorious Shari’ah. 
· Determination of profit and loss in profit-loss sharing arrangements and treatment of Costs and reserves in such accounting is a pertinent issue to be addressed with utmost importance and priority. It may be mentioned that if the Islamic financial system is to become truly liquid and efficient, it must develop more standardized and universally (or at least widely) tradable financial instruments. The development of a secondary financial market for Islamic financial products is crucial if the industry is to achieve true comparison with the conventional system. It must also work hard to develop more transparency in financial reporting and accounting. Development in the wholesale and especially inter-bank money markets will be the key to Islamic finance growing outside its current little sphere of influence, and becoming a truly robust and dynamic banking system alongside the traditional system.


[image: image137]
Islam is a complete way of life and Allah’s guidance extents into all areas of our lives. Islam has given detail regulations for our economic life. Therefore, Islami Bank Bangladesh Limited (IBBL) is trying to establish the maximum welfare of the society by maintaining the principles of Islamic Shari’ah which is based on “Quran” and “Sunnah”. Since 1983, IBBL is the pioneer in welfare banking in this subcontinent and it is trying to do all its activities for the betterment of its depositors. For the greater interest of the depositors the investment policy of IBBL is to invest on the basis of profit and loss sharing in accordance with the tents and principles of Islamic Shari’ah. Profit earning is not the only motive and objective of the bank’s investment policy rather emphasis is given in attaining social good and in creation employment opportunities. 
IBBL is not secular in its orientation. IBBL does not finance any project which conflicts with the moral value system of Islam. IBBL does not strictly consider the credit worthiness of the entrepreneur. IBBL receives a return only if the project succeeds and produces a profit. IBBL considers the soundness of the project and business acumen and managerial competency of the entrepreneur. Therefore, the rate of return of investment of IBBL is greater comparing to that of conventional banks. 

Finally, Islami Bank Bangladesh Limited (IBBL) has been established with a view to conduct interest free banking to establish participatory banking instead of debtor-creditor relationship and finally to establish welfare oriented banking through its investment operations that would lead to a just society.
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