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Most of a bank’s funds are used either to make loan or to purchase debt securities. For either use of funds, the bank is acting as a creditor and is subject to credit (default) risk, or the possibility that credit provided by the bank will not repaid. The type of loans provided and the securities purchased will determine the over all credit risk of the asset portfolio. A bank also is exposed to credit risk if it serves as guarantor.

An important part of credit risk management & credit recovery is to measure it. This requires a credit assessment of loan applicants. The bank employ credit analyst who review the financial information of a corporation applying for loans and evaluate their creditworthiness. The evaluation should indicate the possibility of that a firm meet its loan payment so that the bank can decide whether to grant the loan.

This report is entitled “Analysis of Promotion & Transfer Policy and an Overview of HRM Practice of Trust Bank Ltd ” originated from the fulfillment of the internship program. For the internship program, each student is attached with an organization. My internship was at The Trust Bank Ltd., Principal Branch, Dhaka cantt. During my internship, I had to prepare a report under the supervision of Md. Masum Iqbal, Assistant Professor, and Head of the Department, Bachelor of Business Administration Daffodil International University.
1.3 ORIGIN OF THE REPORT:  

The report has been originated as the requirement of the BBA program of the Faculty of Business Administration, Daffodil International University. The project for reporting has been selected with consultation of the organizational supervisor Mr. Md. Abdul Motaleb Patwary, VP and Chief-Manager, Trust Bank Limited, Principal  Branch, and my academic advisor Mr. Mohammad Masum Iqbal, Head of the Department of Business Administration, Daffodil International University.

1.4 RATIONALE OF THE REPORT:

This report is a part of my academic program. The BBA program having 120 credits in total contains six (6) credit hours on the job internship program. The internship program has been set for three (3) months period. I believe this study will be beside me in future, especially if I get myself involved in banks and other financial institutions. The program has helped me a lot to understand the organizational atmosphere and behavior.

1.5 OBJECTIVES OF THE REPORT:

The study has been carried out with the following objectives.

1. To review the performance of Trust Bank Ltd in terms of Credit Operations & Recovery Patterns which are considered to occupy lion’s share in a Bank’s revenue generation.
2. To identify problems in credit operations of The Trust Bank Ltd.

3. To analyze the lending procedures maintained by the TBL.

4. To recommend suggestions for the successful Lending Operations of the Trust Bank Ltd.
1.6 SCOPE OF THE STUDY:

My decision and analyses are done based on the practices applied at Trust Bank Limited. The study was wide spread and has greater scope to focus on different aspect of credit risk management & credit recovery pattern on TBL The report covers the credit recovery status and pattern and operational, functional area of credit risk management of the Trust Bank Ltd. The report provides a clear view of:

· Trust Bank limited, its loan and deposit products, lending operations, disbursement pattern, loan classifications, loan pricing.

· Recovery status, recovery pattern, concentrated view of industrial pattern, recovery pattern based loan type and tenure, recovery pattern based on geographical location.
1.7 METHODOLOGY USED:

This report has been used by the primary and secondary data. Among primary and secondary source most of the data has been collected from the secondary sources.
Primary Sources: 

1. Officers and Executives.
2. Borrowers.
Secondary Sources

1. Company confidential files.

2. Annual Reports.

3. Published specifications of different products in web sites.
Method of Data Collection:
Face to face conversation with the respondents.
Sample Design:
· Sampling Method: Convenience sampling has been followed for selecting samples.

· Sample Size: 50 respondents.

	Types of Sample
	Geographical Area
	Sample Size

	Officers
	TBL, Principal Branch
	5

	Executive
	TBL, Principal Branch
	10

	Borrowers
	TBL, Principal Branch
	35

	Total
	50


1.8 LIMITATIONS OF THE STUDY: 
There are some limitations of this paper. But these limitations represent only the facts that really hampered the quality of report. Like this report focuses on loan and advance part of Trust Bank Ltd, which is the most sensitive element of the bank so in some cases the bank authority hesitated to disclose important information to maintain the business secrecy. 

The main problem faced in preparing the paper was the inadequacy and lack of availability of required data. This report is an overall view of “Analysis of Promotion & Transfer Policy and an Overview of HRM Practice of Trust  Bank Ltd ” of Trust Bank Ltd. But there is some limitation for preparing this report. Firstly, this bank is controlled by the army so they do not have enough data, that’s why I did not make vast compare this bank with other banks. Secondly, when I was doing my internship program then there auditing is going on that’s why I did not get some closing data that is available data of 2006-2007. With all of this limitation I tried my best to make this report as best as possible. So readers are requested to consider these limitations while reading and justifying any part of my study.

…………………………

CHAPTER-TWO

PORTRAIT OF THE BANK

2.1 OVERVIEW OF THE BANK:

Trust Bank Limited (TBL) is one of the leading private commercial Bank having a spread network of 39 branches across Bangladesh and plans to open few more branches to cover the important commercial areas in Dhaka, Chittagong, Sylhet, Khulna, Noakhali, Gazipur and other areas in 2008. The Bank, sponsored by the Army Welfare Trust (AWT), is first of its kind in the country. With a wide range of modern corporate and consumer financial products Trust Bank Limited has been operating in Bangladesh since 1999 and has achieved public confidence as a sound and stable Bank. 
Trust Bank Ltd is a private, commercial, scheduled Bank, which obtained license from Bangladesh Bank on July 15, 1999. Presently Army Welfare Trust is the major shareholder. The authorized capital of the Bank is Taka two thousand million and paid-up capital of Taka Seven hundred million. Public shares have already been issued on July, 2007. The Bank was formally inaugurated and listed as a scheduled Bank on November 1999. The idea of setting up a Bank by Bangladesh Army was first conceived in 1987 and on November 29, 1999 the first branch of the Trust Bank Ltd came into operation.  Composition of the Board of TBL consists of Ex-officio Directors of in-service senior Army personnel, with the Chief of Army Staff as its Chairman and the Adjutant General as its Vice-Chairman.
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CORPORATE INFORMATION AT A GLANCE

Banking License received on                          


: 15th July.1999

  Certificate of incorporation received on                    

: 17th June1999

  Certificate of Commencement of business received on
:  17th June1999

  First branch licenses on                                                 

: 9th August1999

  Formal inauguration on                                                
: 29th November

1999

  Sponsor Shareholders                                                      

: Army Welfare Trust

  Number of Branch                                                         
 
: 39

  Principal Activity






: Commercial Banking
  Total Capital


: TK. 2421.32 million, 07
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2.2 NATURE OF BUSINESS:

Trust Bank Ltd offers full range of banking services that includes—

· Deposit banking                      

· Loans & advances

· Export

· Import

· Financing inland

· International remittance facilities   

The Bank offers a full scale commercial banking including 
· Foreign Exchange transactions

· Personal

· Credit

· Consumer & Corporate Banking

The bank has plans to invest extensively in the country’s industrial and agricultural sectors in the coming days. The bank has participated in syndicated loan agreement with other banks. Such participation would continue in the future for greater interest of the overall economy. The bank is keen to constantly improve its services to the clients and launching new & innovative products to provide better services towards fulfillment of growing demands of its customers.
2.3 VISION AND MISSION STATEMENT:

Vision: 

The Trust Bank Limited aims to provide financial services to meet customer expectations so that customers feel that they are always there when they need Banking service, and can refer them to their friends with confidence. They want to be a preferred bank of choice with a distinctive identity. 
· To build a sustainable and respectable financial institution. 

· To be a leading Commercial Bank, with a social focus, assisting in the economic development of the country. 

· A Bank with difference. Profit used for the Socio-economic development of the members of the Bangladesh Army and thereby the nation as a whole. 
Mission: 

The mission of the Trust Bank is to make banking easy for their customers by implementing one-stop service concept and provide innovative and attractive products & services through their technology and qualified human resources. They always look out to benefit the local community through supporting entrepreneurship, social responsibility and economic development of the country. The mission of the Trust Bank is as follows.
· Achieving sound and profitable growth in Assets & Liabilities, with focus to maintain non-performing assets at acceptable levels. 
· To build long-lasting, credible and mutually dependable relationships with customers. 
· Efficiently managing interest and operating costs. 
· To excel in rendering superior customer service. 
· To be the preferred employer among Banks in Bangladesh. 

2.4 POSITIONING STATEMENT:
Trust Bank is a contemporary, upbeat brand of distinctive quality of service and solution that offers a rewarding banking experience as preferred choice of banking partner every time, every where.
Trust bank’s Value:

	1. Trustworthy
	2. Dependable
	3. Reliable

	4. Professional
	5. Dynamic
	6. Fair


2.5 SOWC ANALYSIS OF TRUST BANK LIMITED:

Every organization is composed of some internal strengths and weaknesses and also has some external opportunities and threats in its whole life cycle. The following will briefly introduce Trust Bank’s internal strengths and weaknesses, and external opportunities and threats as I have explored in the Last seven years (approx.). 

Strengths:
· Sponsored by Bangladesh Army, the largest and most organized group in Bangladesh.
· Well-capitalized Bank with potential to increase capital base. 
· Homogenous Board of Directors. 

· Computerized customer services. 

· Customers’ faith as a stable dependable Bank. 
· Satisfactory asset quality.
· Good internal capital generation.
· Satisfactory operating efficiency.
· Diversified product lines.
· Low human resource turnover.
· Experienced Management team.
· Trust Bank draws its strength from the adaptability and dynamism it possesses. It has quickly adapted to world class standard in terms of banking services. 

· Trust Bank is in a financially sound position backed by the enormous resource base of Army Welfare Trust. As a result customers feel comfortable in dealing with the Bank.
· All levels of the management are solely directed to maintain a culture for the betterment of the quality of service and development of a corporate brand image in the market through organization wide team approach and open communication system.
Opportunities:
· Public confidence as a financially stable Bank backed by the Bangladesh Army. 
· Control and monitoring of the borrowers can be handled in a more consolidated manner. Less opportunity of bad debts. 

· Secured market minimizing risk factors. 
· Support from sister organizations. 
· More commercial branches. 
· Investment in SME.
· Basel-II compliance for capital.

· Adequacy.
· Creation of brand image.
· Dual currency credit card.

· ON line products & services.
Weaknesses:
· Limited market share.
·  Dependency on Term Deposit.
·  Moderate MIS.
·  High cost of fund.
·  Moderate corporate.
· Governance.
Challenges:

· Increasing cost of fund.
· Market pressure for.
·  Increasing the SLR.
·  Implementation of Basel-II.
· Increased Market competition.
·  Product Risk.

2.6 TRUST BANK LTD AT PRESENT: 
Trust Bank Limited is one of the leading private commercial bank having a spread network of 26 branches across Bangladesh and plans to open few more branches to cover the important commercial areas in Dhaka, Chittagong, Sylhet and other areas in 2007.   The bank, sponsored by the Army Welfare Trust (AWT), is first of its kind in the country.  With a wide range of modern corporate and consumer financial products Trust Bank has been operating in Bangladesh since 1999 and has achieved public confidence as a sound and stable bank.
In 2001, the bank introduced automated branch banking system to increase efficiency and improve customer service.  In the year 2005, the bank moved one step further and introduced ATM services for its customers. 
Since bank’s business volume increased over the years and the demands of the customers enlarged in manifold, our technology has been upgraded to manage the growth of the bank and meet the demands of our customers. 
In January 2007, Trust Bank successfully launched Online Banking Services which facilitate Any Branch Banking, ATM Banking, Phone Banking, SMS Banking, & Internet Banking to all customers.  Customers can now deposit or withdraw money from any Branch of Trust Bank nationwide without needing to open multiple accounts in multiple Branches. 
Via Online Services and Visa Electron (Debit Card), ATMs now allow customers to retrieve 24x7 hours Account information such as account balance checkup through mini-statements and cash withdrawals.
  

Trust Bank is about to introduce Visa Credit Cards to serve it’s existing and potential valued customers.  Credits cards can now be used at shops & restaurants all around Bangladesh and even internationally.  
Trust Bank is a customer oriented financial institution.  It remains dedicated to meet up with the ever growing expectations of the customer because at Trust Bank, customer is always at the center.  

2.7 BOARD OF DIRECTORS:

Board of Directors of TBL

	Chairman
Gen Moeen U Ahmed, psc
Chief of Army Staff, Bangladesh Army,
Army Headquarters, Dhaka Cantonment, Dhaka.


	[image: image144.jpg]Lur






	Vice Chairman
Maj. Gen Md Matiur Rahman,ndu,psc
Adjutant General(AG), Bangladesh Army, 
Army Headquarters, Dhaka Cantonment, Dhaka.
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Managing Director
Mr. Iqbal U. Ahmed


	


	Deputy Managing Director
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Mr. Ishtiaque Ahmed Chowdhury
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Directors


	


	Brig Gen S M Mahbubul Karim
Dhaka Cantonment, Dhaka.
	Brig Gen Muhammad Anisur Rahman, ndc,psc 
Dhaka Cantonment, Dhaka.

	Brig Gen Md Rafiqul Islam, ndc, psc. 
Dhaka Cantonment, Dhaka.
	Brig Gen Md Zillur Rahman, MCPS, MSC
Dhaka Cantonment, Dhaka.

	Brig Gen Md Shawkat Hossain, psc. 
Dhaka Cantonment, Dhaka.
	Brig Gen Mohd Mahbubul Hasan, ndc,psc. 
Dhaka Cantonment, Dhaka.


2.8 MANAGEMENT HIERARCHY OF TRUST BANK LIMITED:
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2.9 BRANCHES:
The bank now continues its operation with 39 branches across the country mainly in Dhaka, Chittagong, Comilla, Jessore, Sylhet , Bogra, Rangpur and Mymensingh. The bank has opened six new branches in the year 2007 in Sylhet, Chittagong, Feni & Dhaka. The  district wise pictorial presentation of the branches appears as follows:
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2.10 BRANCH NETWORK OF TRUST BANK:

The Branch network of the Trust Bank Limited is quite strong. With an age of only seven years the bank is now having a network of 26 branches across Bangladesh as on 31 December, 2006. These branches are situated at various strategically important commercial and industrial locations in the country. The above branch network is expected to be sufficient to maintain required growth rate of the bank. Trust Bank Limited has now total 40 branches as on October, 2008. TBL divided its branch network into five zones, i.e. Dhaka, Chittagong, Khulna, Rajshahi and Sylhet Area. 



2.11 FINANCIAL HIGHLIGHTS OF TRUST BANK LIMITED:

	Sl.
	Particulars
	Base
	2007
	2006
	2005
	2004

	1.
	Paid up Capital
	Taka
	1,166,670,000
	500,000,000
	500,000,000
	500,000,000

	2.
	Total Capital
	Taka
	2,421,322,471
	1,310,210,320
	1,115,068,646
	940,513,833

	3.
	Capital Surplus/(deficit)
	Taka
	464,001,641
	43,370,878
	311,749,871
	383,596,050

	4.
	Total Assets
	Taka
	30,382,222,281
	21,197,592,200
	14,807,905,231
	12,085,815,830

	5.
	Total Deposits
	Taka
	27,101,585,101
	18,985,951,094
	12,704,902,083
	9,042,183,740

	6.
	Total Loans and advances
	Taka
	18,682,164,654
	13,188,092,885
	9,738,323,349
	6,804,448,553

	7.
	Total Contingent 
Liabilities and Commitments
	Taka
	8,764,455,749
	7,885,364,349
	4,681,077,063
	3,123,318,980

	8.
	Credit Deposit Ratio
	%
	68.93
	69.46
	76.65
	75.25

	9.
	Percentage of classified  loans loans and advances
	%
	2.71
	1.32
	1.32
	1.47

	10.
	Profit after tax and provision
	Taka
	239,028,693
	262,695,349
	121,286,368
	216,384,186

	11.
	Amount of classified loans during current year
	Taka
	332,279,970
	45,402,353
	28,617,561
	13,236,523

	12.
	Provisions kept against classified loan
	Taka
	225,832,248
	63,676,000
	58,000,000
	41,293,255

	13.
	Provision surplus/deficit
	Taka
	-
	-
	2,315,769
	-

	14.
	Cast of fund (Deposit Cost & Administrative Cost)
	%
	8.43
	8.47
	9.23
	9.3

	15.
	Interest earning Assets
	Taka
	27,636,293,247
	18,608,058,132
	13,401,393,133
	11,345,225,623

	16.
	Non-interest earning 
Assets
	Taka
	2,745,929,034
	2,589,534,068
	1,406,512,098
	740,590,207

	17.
	Return on Investment 
(ROI)
	%
	9.87
	20.05
	10.88
	23

	18.
	Return on Asset (ROA)
	%
	0.79
	1.24
	0.82
	2.17

	19.
	Incomes from Investment
	Taka
	299,490,240
	170,817,002
	194,479,592
	177,745,964

	20.
	Earning per share
	Taka
	28.28
	52.54
	24.26
	44.16

	21.
	Net income per share
	Taka
	28.28
	52.54
	24.26
	44.16

	22.
	Price Earning Ratio
	%
	3.04
	N/A
	N/A
	N/A


CHAPTER-THREE
LEARNING PART

DEPOSIT PRODUCTS AND SCHEMES

In addition to usual commercial lending the bank has the following loan and deposit products:

3.1. RETAIL PRODUCT DETAILS

3.1.1 Loan Products:

3.1.1. a.  Household Durables Loan:
Trust bank provide household durables loan to meet finance requirement to build home and industrial buildings. The rate of interest is 16% and the duration of the loan is 3 years. The loan limit is up to Tk.5.00 Lac.
Eligibility to get Household durables loan Employees Of:
· Government/Semi Government/Autonomous Bodies. 

· Sector Corporation.
· Non-Government Organizations. 

· Multi-national Companies.
· Banks/ Financial Institutions.
· Educational Institutions.
3.1.1.b.  Doctors’ Loan:

Eligibility: General Practitioner, FCPS & MBBS Doctors/Dentists or Specialist Doctors having FCPS or a Post-graduate degree and specialization in a particular area of treatment such as Medicine Specialist, Eye Specialist, ENT Specialist, Cardiac Surgeon/Specialist etc. having 5 years experience as specialist.

3.1.1.c. Educational Loan:

A substantial amount of finance is required to give child the best education or to get a higher degree either at home or abroad.

Eligibility:

· Employees of confirmed Service holders, Businessman, Professionals. 

· Adequate cash flow to repay the loan.
3.1.1.d. Travel Loan:

When you plan to travel local or global exotic location, financing is the key issue. Don’t be worried; TBL Travel loan is ready to provide instant financial support.

Eligibility:

· Employees of confirmed Service holders, Businessman, Professionals. 

· Adequate cash flow to repay the loan.
3.1.1.e. Hospitalization Loan:

Crises come at anytime and well being comes at a prices. When the urgency comes for medical treatment of your family, there can never be any compromise. At any urgency, please remember us to provide financial support through our “Hospitalization Loan” scheme.
Eligibility:

· Employees of confirmed Service holders, Businessman, Professionals

· Supportive cash flow to repay the loan

3.1.1.f. Any Purpose Loan:

We have so many needs, some are attainable with our means & standing and some are unattainable. The unattainable needs can be met by TBL “Any Purpose Loan”. The loan limit is Tk.5.00 Lac for 3 years and the rate of interest is 17%.

Eligibility:

· Confirmed employees of the Govt. Organizations/Semi Govt. Organizations /Autonomous Bodies/ Multinational Companies/ Banks/ Insurance Company/Financial Institutions/ Educational Institutions/Corporate Bodies.

·  Supportive cash flow to repay the loan.
3.1.1.g. Apon Nibash Loan (House Finance):

TBL offers Apon Nibash Loan (House Finance) to you with easy repayment schedule matching your affordability. You have unlimited options of choosing your home with limited means and standing. Here, TBL Apon Nibash helps you to match your long cherished dream. The loan limit is Tk.50.00 Lac and the rate of interest is14.50%-15.00% for up to 15 years term. Down Payment/Equity of the loan is 40% for construction of house and 30% for purchasing of new apartment/house.
Eligibility:

(Salaried People):
· Confirmed employees of Govt. /Autonomous body. 

· Confirmed employees of Financial Institutions. 

· Confirmed employees of different Public Limited Company/Private Limited Company having Corporate Structure. 

· Teachers of any School/College/University.
· Supportive cash flow to repay the loan.
(Professionals):
· Doctor/Medical Professionals.
· Engineers.
· Accountants.
· IT Professionals.
· Management Consultants.
(Self-Employed):
· Businessmen (in business at least for five years).

3.1.1.h. CNG Conversion Loan:

Driving a car is no longer a burden as our TBL Conversion Loan makes it easily affordable.

Eligibility:

· Employees of confirmed Service holders, Businessman, Professionals (Owner of the vehicle or user of the vehicle) & Corporate Clients (for more than one Car).
· Any other persons who have adequate cash flow to repay the loan installment.
3.1.1.i. Marriage Loan:

Tying the marital knot is an event of a life time and memories should last forever. TBL “Marriage Loan” will help you to arrange celebrate the marriage in style. Bank Provides loan up to Tk.3,00,000.00 to meet the money for marriage purpose. Easy monthly installment for a maximum period of 36 months. The rate of interest is 17% and the down payment/equity is 20%. Age limit is 25-60 years for guardian and 25-40 years for the potential bride/ bridegroom.

Eligibility:

· Employees of confirmed Service holders, Businessman, Professionals.
· This Loan is applicable for first marriage.
· This Loan may be availed by the guardian and/or applicant as the case may be.

· Supportive cash flow to repay the loan.

3.1.1.j. Advance Against Salary:

Life is continuously facing unforeseen events. For which sudden financial support is essential. We are at your side to meet up your urgency at any moment through our “Advance Against Salary”.

Eligibility:

· Salaried person in Govt. Organizations/Semi Govt. Organizations /Autonomous Bodies/ Multinational Companies/ Banks/ Insurance Com./Financial Institutions/ Educational Institutions.
· Confirmed Employees having 3 Years service ahead.

3.1.2. Deposit products:

3.1.2.a. Fixed Deposit Receipt (FDR):

· Time duration is 1 month, 3 month, 6 month & 1 Year and above.

· We offer most attractive rate on FDR.

· Advance against lien on such Receipt may be allowed up to 80% of the deposited amount.

3.1.2.b. Trust Smart Savers Scheme (TSS):

Trust Bank has introduced Trust Smart Savers Scheme (TSS) for you to secure your future by depositing monthly installment.
· Monthly-deposited amount under this scheme will be Tk. 500 (Tk. five hundred) and multiply thereof up to Tk. 5,000 (Tk. Five Thousand).

· Time duration is 3, 5, 7 or 10 years.

· We offer most attractive rate on Trust Smart Savers Scheme (TSS).

· Advance against lien on the balance of the Account may be allowed up to 80%.

3.1.2.c. Trust Money Double Scheme (TMDS):

Trust Money Double Scheme (TMDS) is very attractive scheme for you that make your money double after 6 (six) years.

· 6 years.

· The deposit shall be double after 6 (six) years.

· We offer most attractive rate on Trust Money Double Scheme (TMDS).

· Advance against lien on such Receipt may be allowed up to 80% of the deposited amount.

3.1.2.d. Trust Money Making Scheme (TMMS):

Trust Money Making Scheme (TMMS) is an attractive scheme for you that makes you moneymaker.

At a glance Trust Money Making Scheme (TMMS)

	Client’s own deposit
	Tk. 7,500 or multiple thereof

	Bank’s contribution
	Tk. 42,500 or multiple thereof

	FDR value 

	Tk. 50,000 or multiple thereof

	Tenor
	6 years

	Installment size
	Tk. 55 or multiple thereof

	Interest Rate on FDR
	10%


Contribution: 

An FDR for the value combining client’s own deposit (15%) and bank’s contribution (85%) will be issued for three years at 10% interest rate that will be automatically renewed for further another term (Three Years).

3.1.2.e. Trust Educare Scheme:

Future will depend on good educational background. Our Trust Educare Scheme (TES) will be with you to brighter your future.

· Deposit amount under Trust Educare Scheme will be Tk. 10,000 (Tk Ten Thousand) or multiple thereof.

· You can withdraw lump sum on maturity of 5 years / 3 years or Monthly Educare allowance after maturity will be continued for 3 years term.

· We offer most attractive rate on Trust Educare Scheme.
· Advance against lien on such Receipt may be allowed up to 80% of the deposited amount.

3.1.2.f. Monthly Benefit Deposit Scheme (MBDS):

You can secure your present by investing in Monthly Benefit Deposit Scheme (MBDS). It will not only help you to meet your monthly budget but also you can reinvest this monthly allowance to other deposit scheme (s).

· Deposit amount will be Tk. 100,000 (Tk. One Lac) and multiples thereof, but maximum Tk. 2,500,000 (Tk. Twenty Five Lac) per account.

· The deposit shall be for a period of 5 (Five) years.

· We offer most attractive rate on Monthly Benefit Deposit Scheme (MBDS).

· Advance against lien on such Receipt may be allowed up to 80% of the deposited amount.

3.1.2.g. Lakhopati Savings Scheme (LSS):

At the maturity the depositor will get Tk. 100,000.00 (TK. One Lac)  by depositing monthly installments.
· Monthly installment amount is Tk. 490.00, Tk. 1, 280.00 or Tk. 2,390.00.

· Time duration 10, 5 or 3 years respectively.

· We offer most attractive rate on Lakhopati Savings Scheme (LSS).

· Advance against lien on the balance of the Account may be allowed up to 80%.

3.1.2.h. Interest First Fixed Deposit Scheme (IFFDS):

Interest First Fixed Deposit Scheme (IFFDS) has given you the opportunity to receive our interest in advance at the time of deposit. You can be benefited by reinvesting this interest in our deposit scheme (s).

· Minimum-deposit is Tk. 100,000 (Tk. one lac) under the scheme.

· 3/6/12 months.

· Interest is payable in advance i.e., at the time of placing the deposit. You can re-invest the interest amount with another scheme of the Bank.

· We offer most attractive rate on Interest First Fixed Deposit Scheme (IFFDS).

· Advance against lien on such Receipt may be allowed up to 80% of the deposited amount.

CHAPTER – FOUR
CREDIT RISK MANAGEMENT PRACTICS IN TRUST BANK

TBL has been established with the objective of providing efficient and innovative banking services to the people of all sections of our society. Towards attainment of its goals and objectives, the bank pursues diversified credit policies and strategic planning in credit management. To name a few, the bank has extended micro credit, consumers durable scheme loans, house building loans etc. to cater to the needs of the individuals, which in turn has helped thousands of families. The bank also extends loan in the form of trade finance, industrial finance, and project finance, export & import finance etc. The bank’s credit polices aimed at balanced growth and harmonious development of all the sectors of the country’s economy with top most priority to ensure quality of lending by averting growth of non-performing assets.

4.1 CREDIT RISK MANAGEMENT OF TBL

This is one of the major risks that can be described as potential loss arising from the failure of a counter party to perform as per contractual agreement with the TBL. A separate corporate division has been formed at Head Office, which is entrusted with the duties of maintaining effective relationship with the customer, marketing of credit products, exploring new business opportunities etc. The TBL has segregated the functions of credit approval, administration, monitoring and recovery by forming three separate units within Credit Division. In determining the credit limit, the instructions of Bangladesh Bank are strictly followed. Internal audit conducted on periodic interval to ensure compliance of Bank’s and Regulatory policies. Classifications of Loans are made as per Bangladesh Bank’s guidelines. 

4.2 CREDIT POLICY OF TBL

The credit policy pursed by Bangladesh Bank is to be aimed at ensuring development of scare Bank resources in the best possible manner for increasing Production, employment and Real income within its objectives. Both selective and qualitative credit were adapted to the socio-economic priorities, distributive and justice need for containing money supply within a safe limit.
TBL takes the policies, which help the development of several sectors of the country under general credit division. For achieving the proposed goals of the principles of development of a number of sectors such as Agricultural, Economical, Industrial and Trade the bank follow the guidelines of Bangladesh Bank; this is the credit policy of Trust Bank.  This policy is changeable. If Bangladesh Bank resists providing credit in any sector Trust Bank does not provide any credit in those sectors. 

Salient features of TBL’s Credit Policy
· Funded facility 15% of paid up capital.   

· Assets are built based on customer’s deposit, which should not exceed 80% of customers based deposit.

· Rate of interest is variable based on customers’ integrity and risks associated.

· Type of security varies on the basis of risks associated in credit.

· Diversification from all angel viz. type of credit, geographical location, size of credit, sectors and sub-sectors etc.

· Credit operations are carried out in branch through branch credit committee as per authority delegated to head of branch and through Head Office Credit Committee in respect of   credit sanction authority delegated to the CEO.

· Aggregate long-term credit facilities shall not exceed 20% of total credit portfolio.

· Single customer’s exposure should not exceed 50% of the Bank’s Capital Funds.

· LRA is done in most cases.

· Assessment of volume or amount of credit properly.

· Utmost care is taken in providing loans to directors.
4.3 TYPE OF CREDIT FACILITIES OF TBL

Modern banking operation touches almost every sphere of economic activity. The extension of bank credit is necessary for expansion of business operations. Bank credit is a catalyst bringing about economic about economic development. Without adequate finance there can be no growth or maintenance of a stable output. Bank lending is important to the economy, for it makes possible the financing of commercial and industrial activities of a nation. The credit facilities are generally allowed by the TBL may be in two broad categories. They are described as follows    

4.3.1 Secured Credit Facilities

4.3.1.1 Funded Facilities  

Funded facilities can also be divided into the following categories:

4.3.1.1. A. Loans:
4.3.1.1. A.a) Time Loans:   
This type of loan has a fixed maturity date indicating date of repayment in full or installment. In special cases, the types of loan could be made to mature at any time up to one year.
4.3.1.1. A. b) Term Loans:  
The term of loan is determined on the basis of gestation period of a project generation of income by the use of the loan. Such loans are provided for Farm Machinery, Dairy, Poultry, etc. It is categorized in following three segments:  
	Types of Loan
	Loan Period

	Short Term Loans
	From 01 year to below 03 years

	Medium Term Loans
	From 03 years to 05 years

	Long Term Loans
	Above 05 years


4.3.1.1. B. Over Drafts (OD):   
In this case, the customer can over draw from his/her current account. There is a limit of overdraw, which is set by the bank. A customer can withdraw that much amount of money from their account. For this there is an interest charge on the overdrawn amount. This facility does not provide for every one, the bank will provide only those who will fulfil the requirement. It means that only real customer can get this kind of facility. It allowed under two categories:   

4.3.1.1. B. a) OD against pledge of good or stock:  Under this arrangement the credit facilities are granted to the borrower against the security of pledged of goods or products in the form of new materials of finished products subject to credit or margin restriction. The borrower signs a letter of pledge and surrenders the physical possession of the goods/products pledged under Bank’s effective control but retain the ownership with him. In case of default the bank can sell the products on serving proper notice to the borrower and adjust the outstanding out of sells proceeds.
4.3.1.1. B. b) OD against Hypothecation of Goods/Plant and Machineries:   Under this method, facilities are extended borrower on his signing a letter of hypothecation creating a charge against the goods/products, plant & machineries etc. hypothecated for the amount of agreed limit of the debt subject to credit/margin restriction. The control/possession of the hypothecated goods/product is retained by the borrower but binding himself to surrender possession of the goods to the bank as and when called upon to do so.  
4.3.1.1. C. Secured Overdrafts (SOD):
4.3.1.1. C. a) SOD (General):   Advance allowed to individual/firm against financial obligation (i.e. lien of WEDB/FDR/PSP/BSP etc.) and against assignment of work order for execution of contract works fall under this head. This advance is generally allowed for definite period and specific purpose. It is not a continuous credit.
4.3.1.1. C. b) SOD (Imports):   Advances allowed for purchasing foreign currency for opening L/C for imports of goods fall under this type of leading. This is also an advance for a temporary period, which is known as pre-emptor finance and falls under the category ‘Commercial Lending’.

4.3.1.1. D. Other Advances:

4.3.1.1. D. a) PAD:   Payment made by the bank against lodgement of shipping documents of goods imported through L/C falls under this type head. It is an interim type of advance connected with import and is generally liquidated shortly against payments usually made by the party for retirements of documents for release of import goods from the customer authority. It falls under the category ‘Commercial Lending’.
4.3.1.1. D. b) LTR:   Advances allowed for retirement of shipping documents and release of goods imported through L/C without effective control over the goods delivered to the customer fall under this head. The goods are handed over to the importer under trust with arrangement that sales proceed should be deposited to liquidate the advances within a given period. This is also temporary advance connected with import that is known post-import finance under category ‘Commercial lending’.
4.3.1.1. D. c) IBP:   Payment made through purchase of Inlands Bill to meet urgent requirements of customer fall under this type of credit facility. This temporary advance is adjusted from the proceeds of bills purchased for collection. It falls under the category ‘Commercial Lending’.
4.3.1.1. D. d) FDBP:   Payment made to a party through purchase of foreign documentary bills fall under this head. This temporary advance is adjustable from the proceeds of negotiable shipping/export documents. It falls under category ‘Export Credit’.
4.3.1.1. D. e) LDBP:   Payment made to a party through purchase of local documentary bills fall under this head. This temporary liability is adjustable from proceeds of the bill.
4.3.1.1. D. f) Bank Guarantee:   The exporters pay of the imported goods on behalf of the importer through bank guarantee. If the exporter fails to make the fulfil payment at the moment the bank will take the liability and pay to the exporter. This type of guarantee is also needed to attend in any tender.
4.3.1.1. D. g) Micro Credit:   It refers to the lending allowed to small traders, cottage industries, small-scale industries and self-employed persons, such loans are generally production/development oriented rather than security oriented & this is the way of emphasis in these cases is on the purpose of the advance as well as skill regulation and capacity of the borrower. The security requirements are substituted by the end-use and frequent supervision of the credit.
4.3.1.2 Non Funded Facilities  

Non funded facilities are divided into the following categories:  

4.3.1.2. A. Letter of Guarantee   

A credit facility in contingent liabilities from extended by the banks to their clients for participation in development work, likes supplies goods and services.

4.3.1.2. B. Letter of Credit   

A credit facility in contingent liabilities from provided to the clients by the banks for import/procurement of goods and services.

These credits are allowed against the following securities: 

· Shares of various Companies approved by Head Office from time to time and listed in the Stock Exchange.

· Fixed Deposit Receipts (FDR) issued by the Bank.

· Fixed Deposit Receipts (FDR) issued by other banks.

· Wage Earner Development Bond issued by the Bank.

· Wage Earner Development Bond issued by other banks.

· Lien on balance in Savings A/C, Current A/C. and other Savings Schemes of the particular clients.

· Government Promissory Notes.

· Different kinds of Sanchaya Patra. 

· Surrender value of Life Insurance Policies.

· Assignment of bills against work orders/supply orders and receivables.

· Stock of goods in trade (Permissible goods only) pledged or hypothecated.

· Hypothecation of power driven vehicles or watercraft.

· Hypothecation of capital Machineries and equipments.

· Immovable Property.

· Imported merchandise - pledged or hypothecated.

· Trust Receipts.

· Import Bills (PADs).
· Bills Purchased.
· Scheduled Bank/Insurance Guarantees.
· Export Bills.
4.3.2 Unsecured Credit Facilities: 

An unsecured or clean advance is one, which is granted to a constituent without obtaining any security. In such case only charge documents are held. An unsecured facility may be allowed in exceptional circumstances, only for a short period, with definite repayment arrangement, subject to restrictions imposed by Bangladesh Bank or any other competent authority, with prior approval of Head Office, to a customer on the basis of his personal credit worthiness, standing and reliability. These types of credit facilities are offered to the customers in the title of “Retail Products”. Retail Products of the TBL includes following loans: 


CHAPTER – FIVE

Lending Operations

Mechanism of Lending Operations Maintained by TBL

5.1 WRITTEN LOAN POLICY:

One of the most important ways a bank can make sure its loans meet regulatory standards and are profitable is to establish a written loan policy. Such a policy gives loan officers and the bank’s management specific guidelines in making individual loan decisions and in shaping the bank’s overall loan portfolio. The actual make up of a bank’s Loan portfolio should reflect what its loan policy says. Otherwise, the loan policy is not functioning effectively and should be either revised or more strongly enforced by senior management.
1. A goal statement for the bank’s loan portfolio (i.e., statement of the characteristics of a good loan portfolio for the bank in terms of types, maturities, sizes, and quality of loans)

2. Specification of the lending authority given to each loan officer and loan committee (measuring the maximum amount and types of loan that each person and committee can approve and what signatures are required).

3. Lines of responsibility in making assignments and reporting information within the loan department.

4. Operating procedures for soliciting, reviewing, evaluating, and making decisions on customer loan applications.

5. The required documentation that is to accompany each loan application and what must be kept in the banks credit files (required financial statements, security agreements etc.).

6. Lines of authority within the bank, detailing who is responsible for maintaining and reviewing the banks credit files.

7. Guidelines for taking, evaluating, and perfecting loan collateral.

8.  A presentation of policies and procedures for setting loan interest rates and fees   and the terms for repayment of loans. 

9. A statement of quality standards applicable to all loans.

10. A statement of the preferred upper limit for total loans outstanding (i.e. the maximum      ratio of total loans to total assets allowed).

11.  A description of the bank’s principal trade area, from which most loans should come.

12. A discussion of the preferred procedures for detecting, analyzing, and working out problem loan situation.

5.2 STEPS IN THE LENDING PROCESS:
· Most bank loans to individuals arise from a direct request from a customer who approaches a member of the bank’s staff and asks to fill out a loan application. Business can requests, on the other hand, often arise from contacts the bank’s loan officers and sales representatives make as they solicit new accounts from firms operating in the banks market area. Sometimes loan officers will call on the same company for months before the customer finally agrees to give the bank a try by filling out a loan application. 

· Once a customer decides to request a loan, an interview with a loan officer usually follows right away, giving the customer the opportunity to explain his or her credit needs. That interview is particularly important because it provides an opportunity for the bank’s loan officer to assess the customer’s character and sincerity of purpose.

· If a business or mortgage loan is applied for, a site visit is usually made by an officer of the bank to assess the customer’s location and the condition of the property and to ask clarifying questions. The loan officer may contact other creditors who have previously loaned money to this customer to see what their experience has been.

· If all is favorable to this point, the customer is asked to submit several crucial documents the bank needs in order to fully evaluate the loan request, including complete financial statements and, in the case of a corporation, board of directors’ resolutions authorizing the negotiation of a loan with the bank. Once all documents are on file, the credit analysis division of the bank conducts a thorough financial analysis of them aimed at determining whether the customer has sufficient cash flows and backup assets to repay the loan. The credit analysis division then prepares a brief summary and recommendation, which goes to the loan committee for approval.
· If the loan committee approves the customer’s request, the loan officer or the credit committee will usually check on the property or other assets to be pledged as collateral in order to ensure that the bank has immediate access to the collateral or can acquire title to the property involved if the loan agreement is defaulted. This is often referred to as perfecting the bank’s claim to collateral. Once the loan officer and the bank’s loan committee are satisfied that both the loan and the proposed collateral are sound, the note and other documents that make up a loan agreement are prepared and are signed by all parties to the agreement.

5.3 CREDIT SCRUTINY:  

The division of the bank responsible for analyzing and recommendations on the fate of most loan applications is the credit department. Experience has shown that this department must satisfactorily answer three major questions regarding each loan application:  
1. Is the borrower creditworthy? How do you know?

2. Can the loan agreement are adequately protected and the customer has a high probability of being able to service the loan without excessive strain?

3. Can the bank performed its claim against the assets or earnings of the customer so that, in the event of default, bank funds can be recovered rapidly at low cost and with low risk?

Let’s look in turn at each of these three key issues in the “yes” or “no” decision a bank must make on every loan request.

5.4 CREDITWORTHINESS OF THE BORROWER:  

The question that must be dealt with before any other is whether or not the customer can service the loan-that is, pay out the credit when due, with a comfortable margin for error. This usually involves a detailed study of six (6) Cs of the loan application- character, capacity, cash, collateral, conditions, and control. All must be satisfactory for the loan to be a good one from the lender’s point of view.

5.4. A. Character   

The loan officer must be convinced that the customer has a well-defined purpose for requesting bank credit and a serious intention to repay. If the officer is not sure exactly why the customer is requesting a loan, this purpose must be clarified to the bank’s satisfaction.

Responsibility, truthfulness, serious purpose, and serious intention to repay all monies owed make up what a loan officer calls character.

5.4. B. Capacity    

The loan officer must be sure that the customer requesting credit has the authority to request a loan and the legal standing to sign a binding loan agreement. This customer characteristic is known as the capacity to borrow money. For example, in most states a minor (e.g., under age 18 or 21) cannot legally be held responsible for a credit agreement; thus, the bank would have great difficulty collectors on such a loan.

5.4. C. Cash  

This key feature of any loan application centers on the question   Does the borrower have the ability to generate enough cash, in the form of cash flow, to repay the loan? In general, borrowing customers have only three sources to draw upon to repay their loans   or (a) cash flows generated from sales or income, (b) the sale or liquidation of assets, or (c) funds raised by issuing debt or equity securities. Any of these sources may provide sufficient cash to repay a bank loan.

5.4. D. Collateral    

In assessing the collateral aspect of a loan request, the loan officer must ask, does the borrower possess adequate net worth or own enough quality assets to provide adequate support for the loan? The loan officer is particularly sensitive to such features as the age, condition, and degree of specialization of the borrower’s assets.

5.4. E. Conditions   

The loan officer and credit analyst must be aware of recent trends in the borrower’s line of work or industry and how changing economic conditions might affect the loan’s requisites.

5.4. F. Control    

The last factor in assessing a borrower’s creditworthy status is control which centers on such questions as whether changes in law and regulation could adversely affect the borrower and whether the loan request meets the bank’s and the regulatory authorities’ standards for loan quality.

5.5 STRUCTURE OF THE LOAN AGREEMENT:  

The six Cs of credit aid the loan officer and bank credit analyst in answering the broad question is the borrower creditworthy? Once that question is answered, however, a second issue must be faced can the proposed loan agreement is structured and documented to satisfy the needs of both borrower and bank?

A properly structured loan agreement must also protect the bank and those it represents- principally its depositors and stockholders- by imposing certain restrictions (covenants) on the borrower’s activities then these activities could threaten the recovery of bank funds. The process of recovering the bank’s funds- when and where the bank can take action to get its funds returned-also must be carefully spelled out in a loan agreement.

5.5. 1. Securities   

To make the loan secured, charging sufficient security on the credit facilities is very important. The banker cannot afford to take the risk of non-recovery of the money lent. TBL charges the following two types of security, -
· Primary security   These are the security taken by the ownership of the items for which bank provides the facility.
· Collateral security   Collateral securities refer to the securities deposited by the third party to secure the advance for the borrower in narrow sense. In wider sense, it denotes any type of security on which the bank has a personal right of action on the debtor in respect of the advance.
5.5.1.1 Modes of Charging Security  

There are different modes of charging securities are exercised by the bank:  
5.5.1.1.1   Pledge   
Pledge is the bailment of the goods as security for payment of a debt or performance of a promise. A pledge may be in respect of goods including stocks and share as well as documents of title to goods such as railway receipt, bills of lading, dock warrants etc. duly endorsed in bank’s favor. 
5.5.1.1.2 Hypothecation   
In case of hypothecation, the possession and the ownership of the goods both rest the borrower. The borrower to the banker creates an equitable charge on the security. The borrower does this by executing a document known as Agreement of Hypothecation in favor of the lending bank.
5.5.1.1.3 Lien   

Lien is the right of the banker to retain the goods of the borrower until the loan is repaid. The bankers’ lien is general lien. A banker can retain all securities in his possession till all claims against the concern person are satisfied. 

5.5.1.1.4 Mortgage   
According to section (58) of the Transfer of Property Act, 1882 mortgage is the ‘’transfer of an interest in specific immovable property for the purpose of securing the payment of money advanced or to be advanced by way of loan, existing or future debt or the performance of an engagement which may give rise to a pecuniary liability”. In this case the mortgagor does not transfer the ownership of the specific immovable property to the mortgagee, only transfers some of his rights as an owner. The banker exercises the equitable mortgage.
5.5.2 Documentation of Loan Agreement  
Documentation can be described as the process or technique of obtaining the relevant documents. In spite of the fact that banker lends credit to a borrower after inquiring about the character, capacity and capital of the borrower, he must obtain proper documents executed from the borrower to protect him against willful defaults. Moreover, when money is lent against some security of some assets, the document must be executed in order to give the banker a legal and binding charge against those assets. Documents contain the precise terms of granting loans and they serve as important evidence in the law courts if the circumstances so desire. That’s why all approval procedure and proper documentation shall be completed prior to the disbursement of the facilities.
Charge Documents  

Following charge documents are compulsory while giving loans:   

 5.5.2.1. Letter of Guarantee  

This is a document given by the proprietor, directors or the third party in favor of the principal debtor.  The beneficiary of this document is the bank. Surety is bound to pay the guaranteed amount if such situation arises. 

5.5.2.2. Counter Guarantee  
The principal debtor agreeing that if the guarantor pays any amount, the principal debtor is bound to pay this amount gives this guarantee.

5.5.2.3. Letter of Authority  

BY this letter, the principal debtor gives the authority to the bank to debit the current account or investment account of the principal debtor for the following cases:  

i. Wages of the godwon keeper and godwon guard.

ii. Rent of the godwon.

iii. Insurance premium and

iv. Any other expenses regarding these functions. 
5.5.2.4. Letter of Recall the Loan  
This letter is given to the bank by the borrower, giving the bank the right of recalling the loan amount at any time if the borrower fails to repay any one of the installments. And the borrower cannot protest such recalling.

5.5.2.5. Letter of Continuity  

By this letter, the borrower agrees that the promissory note given by the bank will be act as security for the repayment of the ultimate balance or sum remaining unpaid on account of the overdraft or advance.

5.5.2.6. Letter of Revival  

By this letter, the borrower agrees that he will be liable to bank for payment of the promissory note with interest in respect of all present and future indebtedness liabilities secured thereby which promissory note is to remain in force with all relative securities, agreements and obligations.

5.5.2.7. Joint Promissory Note  

This promissory note is given to the bank by the borrower if the borrowers are more than one person.
5.5.2.8. Single Promissory Note  

The borrower to the bank gives this promissory note if the borrower is a single person.

5.5.2.9. Letter of Undertaking  
This document is given to the banker by the borrower acknowledging the right to cancel the facility at any time with or without intimation to the borrower.
5.5.2.10. Loan Disbursement Letter  

By this letter, the borrower request to disburse the loan sanctioned in his favor by the bank. All the persons, in whose names the account is opened, should sign the letter.
5.5.2.11. Charge over Bonds or Certificate of Shares 

It is a document given by the borrower to the banker declaring that the stocks, shares, debentures, securities and investments which are now deposited to the bank and which may from time to time be deposited by the borrower shall stand charged and hypothecated to bank as security for the payment to bank on demand of the balance of the loan amount and of any other indebtedness and liability to the bank of any kind whether mature or accruing and whether incurred alone or jointly with others and whether as principal or surety including all interest document, commission, expenses, charges and costs incurred by the bank in relation any such indebtedness or liability.

5.5.2.12. Letter of Lien against Fixed Deposit Receipt  

By this letter, the borrower gives the right to the bank to hold the Fixed Deposit Receipt (FDR) if the borrower fails to repay or adjust the loan on demand or discharge the liabilities to bank. In this letter, FDR number, issuing branch, name of the favoring person and amount are written.

5.5.2.13. Letter of Authority to Encash FDR  

By this letter, the borrower gives the right to bank to encash the FDR in case of need. Here the amount and address of the bank of issue and the signature of the holders are given.

5.5.2.14. Memorandum of Deposit of Title Deeds  

It is a deed that is necessary in case of mortgage by deposit of title deed or equitable mortgage. Here the mortgagor agrees that he has deposited necessary documents of the property to the bank.

5.5.2.15. Hypothecation of Goods to Secured a Demand Cash Credit or OD or Loan Account  

Here the amount of loan, interest, and the name of the borrowers are written. Here the bank and the borrowers agree on the following terms: 
1. Security

2. Balance due to the bank

3. Borrowers not to the encumber or parts of the goods

4. Sale

5. Inspection

6. Insurance

7. Margin

8. Interest rate

9. Repayment

10. Sate of goods

11. Deficiency

12. Surplus

13. Statement of account

14. Continuing security

15. Title

16. Saving

17. Change of borrowers and

18. Notices.

5.5.2.16. Guarantee by Third Party  

Sometimes third party guarantee is needed for allowing loan. Here third party gives the guarantee that of the principal debtor fails to repay the loan, and then the guarantor will be bound to repay the loan to bank.

5.5.2.17. Hypothecation of Vehicle  

This document is necessary in case of transport loan. Here the borrower hypothecated the vehicle to the bank. In case of failure of repay the loan, bank will sell the vehicle to collect the money.

5.6 INFORMATION ABOUT THE LOAN CUSTOMERS:  

The bank relies principally on outside information to assess the character, financial position, and collateral of a loan customer. Such an analysis begins with a review of information supplied by the borrower in the loan application. The bank may contact other lenders to determine their experiences with this customer regarding the following information:   

· Were all scheduled payments in previous loan agreements made on time? 

· Were deposit balances kept at high enough levels? 

· How much was borrowed previously and how well were those earlier loans handled? 

· Is there any evidence of slow or delinquent payments? 

· Has the customer ever declared bankruptcy?

Sources of Information about the Loan customers

· Physical Investigations

· Customer financial statements

· Experience of other lenders with this customer

· Customer Annual Report 

· Local or regional credit bureaus

· Local Newspapers

· Local chamber of commerce

5.7 MECHANISM OF CREDIT DISBURSEMENT OF TBL:

The primary factor determining the quality of the bank’s credit portfolio is the ability of each borrower to honour, on a timely basis. All credit comities made to the bank. The authorizing credit personnel prior to credit approval must accurately determine this. If the report of the project appraisal is very satisfactory to approve the loan proposal, than the following steps furnish the approval procedure:  

· Make a proposal by the client to the bank.
· Give all the necessary documents.
· Bank will send the parties statement to the Bangladesh Bank, their CIB (Credit Information Bureau) will inquiry that whether this party is defaulter or a new one.

· Bank will take the collateral from the party and analysis that how much it will cover the total loans.

· Bank will send this proposal to the head office. In the head office the Board of Directors and Managing Director will approve the loan.

· Head office will send the approval to the branch office.

· Branch office will give the sanction letter to the party.

· Bank will take the security and make it in their favour.

Disbursement:  

After completing all the necessary steps for sanctioning loans bank will create a loan account by the name of the party and deposit the money to that account. Bank will give chequebooks to the party and advise them to draw the money and use it as soon as possible, because whenever the money will transfer to the account interest will count from that time.

Loan Disbursement Pattern:
Here we try to find out the periodical, sector wise and industry wise loan distribution of the bank.
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Here we see the loan amount is steadily growing over the years. Which indicates a smooth growth over the years. In 2007 the growth more accelerated due to going public and enhanced capital base with wider network of new branches.

Category wise loan distribution
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From various types of loans we can clearly observe that continuous loan is highly dominating its loan assets. Then majority of loan goes to term loans. Short term agro credit is very much nominal due to urban and cantonment based locations of its branches.

Divisional distribution of loan
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From the divisional category of loan distribution we see Dhaka division has the highest loan contribution. Chittagong is contributing very little while Khulna, Rajshahi and Sylhet have a very nominal existence. In 2007 Dhaka got a boost of almost tripling growth, but in Chittagong it has declined. As the bank expanding with higher capital base and wider network of branches Khulna, Rajshahi and Sylhet came in the schene.

5.8 LOAN PRICING METHOD USED BY TBL:

In pricing a business loan, Bank management must consider the cost of raising loan able funds and the operating costs of running the Bank. This means that Banks must know what their costs are in order to consistently make profitable, correctly priced loans of any type. There is no substitute for a well-designed management information system when it comes to pricing loans.

The Trust Bank Limited is generally used the simplest loan-pricing model which assumes that the rate of interest charged on any loan includes four components   (1) the cost to the Bank of raising adequate funds to lend, (2) the Bank’s non-funds operating costs (including wages and salaries of loan personnel and the cost of materials and physical facilities used in granting and administering a loan), (3) necessary compensation paid to the Bank for the degree of default risk inherent in a loan request, (4) Bank’s desired profit margin.

	Products
	Name of the Item
	Loan limit
	Down Payment (%)
	Risk Fund

	House Hold Durable
	Motor Cycle
	100,000
	30
	Nil

	
	Office Appliance
	100,000
	30
	Nil

	
	Other Item/Furniture
	300,000
	30
	Nil

	Car Lon
	New Vehicle
	2,000,000
	20
	Nil

	
	Recondition Vehicle
	2,000,000
	20
	Nil

	
	Bus/Truck for Corporate bodies for own use only
	5,000,000
	20
	Nil

	Doctors Loan
	General Practioner MBBS/BDS
	5,000,000
	20
	Nil

	
	Specialized Doctor
	1,000,000
	20
	Nil

	Advance Against Salary
	Salaried person
	500,000
	Nil
	Nil

	Any Purpose Loan
	Salaried person
	500,000
	Nil
	Nil

	Education Loan
	Salaried person/Businessman
	300,000
	10
	Nil

	Travel Loan
	Salaried person/ Businessman
	300,000
	20
	1%

	Marriage Loan
	Salaried person/Businessman
	300,000
	20
	1%

	CNG Conversion Scheme
	Owner/Valid user of the vehicles
	60,000
	10
	Nil

	
	Corporate bodies
	100,000
	10
	Nil

	Apon Nibash
	Salaried person/Businessman
	7,500,000
	30%-40%
	Nil


	Products
	Service Charge
	Rate of Interest
	Period of Loan
	Security

	House Hold Dourables
	2%
	15%
	4 Years
	1. Post Dated/Undated cheques 2. Personal Guarantee

	
	2%
	15%
	4 Years
	

	
	2%
	15%
	4 Years
	

	Car Lon
	1%
	15%
	5 Years
	1. Post Dated/Undated cheques 2. Registration of the vehicle in the name of the Bank

	
	1%
	15%
	5 Years
	

	
	1%
	15%
	5 Years
	

	Doctors Loan
	1%
	15%
	5 Years
	1. The ownership of medial equimpents to be puchased

	
	1%
	15%
	5 Years
	

	Advance Against Salary
	1%
	15%
	3 Years
	1. Undated cheques 2. Lien on Service benefit

	Any Purpose Loan
	2%
	15%
	4 Years
	1. Undated cheques 2.Employer Cer. As Pr Anx. B.

	Educatin Loan
	1%
	15%
	3 Years
	1. Post Dated/Undated cheques 2. Two personal Guarantee

	Travel Loan
	1%
	16%
	2 Years
	

	Marriage Loan
	1
	16%
	3 Years
	

	CNG Conversion Scheme
	Tk. 1000 or 1%
	16%
	1.5 Years
	1. One or two personal guarantee 2. Undated/Post dated cheques

	
	Tk. 1000 or 1%
	16%
	1.5 Years
	

	Apon Nibash
	1%
	13.5 to 14.5%
	20 Years
	Registered Mortgage of the Concerned Property


5.9 RATE OF INTEREST OF TBL FOR LENDING:

	Loans & Advances
	Interest Rate

	Secured Over Draft (SOD)
	13.5%

	Secured Over Draft (Industrial)
	16%

	Temporary Over Draft (TOD)
	16%

	Cash Credit (HYPO)
	16%

	Cash Credit (PLEDGE)
	16%

	Over Draft (OD)
	16%

	Over Draft (Working capital)
	16%

	Over Draft A/C (ATM CARD)
	16%

	Marriage Loan Scheme
	12%

	Loans Against Trust Receipt (LTR)
	16%

	House Building Loan  (HBL) Against Commutation Benefit
	11%

	House Building Loan (HBL) Residential
	11%

	House Building Loan  (HBL) Commercial
	16%

	House Building Loan (HBL) Mortgage
	11%

	Consumer Durable Scheme
	17%

	Packing Credits (PC)
	13%

	Other Loans
	16%

	General Loan (Statement A/C)
	16%

	Consumer Durable Scheme (CDS)
	17%

	Micro Credit (RRDH)
	12%

	Loan against cash collateral
	13.50%

	Trust Money Making Scheme Loan
	13%

	Term Loan (General)
	16%

	Term Loan (Commercial)
	16%

	Term Loan  (Industrial)
	16%

	Term Loan
	16%

	Small loan
	16%

	Loan against imported merchandise (LIM)
	16%

	Export cash credit
	16%

	Car loan (Others)
	16%

	Credit card outstanding (Local)
	16%

	Car loan (New)
	16%

	Car loan (Rcond.)
	16%

	Car loan (Minibus, truck)
	16%

	House hold durable loan
	16%

	Doctor’s Loan
	16%

	Advance against salary 
	16%

	Any purpose loan (Others)
	17%

	Hospitalization loan
	16%

	Education loan
	16%

	Travel loan
	17%

	CNG conversion loan
	17%

	Apon Nibash Loan
	16%

	Payment against document
	15%

	Foreign Documentary Bill Purchased (FDBP)
	1%

	Local Documentary Bill Purchased (LDBP)
	15%

	Inland Bills Purchased (IBP)
	16%

	Inland Documentary Bills Purchased (IDBP)
	15%


These sector-wise interest rates have been introduced by the Head Office of the Trust Bank Limited. They use cost-plus pricing method in case of pricing the loans. All branches of the Trust Bank Limited have maintained these rates strictly except in case of some quality and credit-worthy lenders. After judging the lenders’ credit-worthiness, the Trust Bank Limited gives some beneficiary to this kind of lenders. They can enjoy a decreasing interest rate, which maintained by the Trust Bank Limited’s branches internally. Other wise, the scheduled rates are maintained by all the TBL branches. In case of Micro Credit, as the loan amount is not so large that’s why the scheduled rate is maintained by the Bank. Actually, the Lending rate is based on the prescription, which is given by Bangladesh Bank. 

CHAPTER – SIX
Credit Recovery Pattern

6.1 RECOVERY POLICY OF THE TBL:

6.1. a) Recovery Performance  

The recovery performance of the bank was good during the period 2005-2006. The credit administration and monitoring of this bank is effective. This bank is monitored and guided by the high officials of Bangladesh Army. People has a common thinking who taking loan from this bank that this is a army bank so if I failed to pay the loan then it will be a very big problem for me. That’s why most of the cases clients are try to repay the loan in time. But this thinking did not appropriate for all the clients. That’s why the management has to be more attentive about the Recovery Policy.
6.1. b) Early Warning System Department (EWSD)

TBL has a special department called EWSD who are responsible for all accounts classified in the bank’s portfolio. Actually they have work like CID officers. However EWSD’s responsibility will cover the areas of     

01. Monitoring and controlling the classified accounts through monthly reporting and quarterly review.

02. Actively follow the borrowers for recovery. 

03. Negotiate and reschedule the debts. 

04. If the client don’t utilize the new offer than it is the EWSD’s responsibility to file suit against the client. 

EWSD will also prepare a Consolidated Report of all bad loans written-off on a quarterly. 
6.2 TBL’S RECOVERY PROBABILITY CATEGORIES FOR ALL CLASSIFIED LOANS:

6.2. A. Category 

· Loans determined to have high probability of recovery within 6 months; recovery efforts to continue on an on-going basis.

· Loans determined to have moderate probability of recovery within 1 year; review recovery efforts on a 3 months basis. 

· Loans determined to have low and remote probability of recovery; review case on a 6 months basis. 

· Loans determined to have virtually no chance of recovery   charge-off the books. However in these situation proper approval from the appropriate approving authorities should be obtained and also shall be guided by Bangladesh Bank instructions and subject to complete analysis of-  

( Banking practice.

( Legal and tax implication and 

( Status of each individual credit. 

6.2. B. Notes for assessment of category   

Estimate the cost of continued collection efforts against any money, which can be reasonably expected to be recovered. Include in the cost (i) employee man-hour, (ii) legal expenses, (iii) charge of any external collection agency if used. 

6.2. C. Recovery takes a lot of time

Only because of existing rules and regulation recovery is a time consuming procedure. I think an example will make this thing clear. Let, Mr. Rahim took loan from TBL by giving a land as registered mortgage and become bad. Now bank cannot sell the land without the permission of court though the land was as registered mortgage to bank. So bank has to sue against Mr. Rahim and court send notice to Mr. Rahim. But Mr. Rahim can delay his coming by saying he is sick and asking for more time. Court gives new date to settle the matter. Then on new date a person came to the court saying that he is the brother of the client and the land is their father’s property. And most importantly, client didn’t notify him before give the land to the bank. So court asks him to prove his claim. Finally, if court gives injunction in favor of bank, they face problem to sell the land. Because client put mussel-men protect the land from bank. Moreover people are not interested buy land on occasion from court. Finally the interesting thing is most of the time the same client but the land in another name.

6.3 CREDIT RECOVERY PATTERN OF TBL:

As the bank has to work with different categories of loans as well as diverse client base and in different geographical locations the performance varies among industry, locations and products. 
	
	2005
	2006
	2007

	Recovery rate over the years
	98.68%
	98.68%
	97.29%
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Columns show steady recovery up to 2006. Until 2006 TBL made a 98.68% recovery. But from very beginning of 2007 the loan recovery rate dropped to 97.29%. Though the recovery level is quite satisfactory and excellent it’s a bad sign that the recovery rate is falling down. The bank should also check whether there’s any inefficiency due to larger organizational size from going public.

Now starting with the loan positions we try to identify the bank’s effective and defective areas of recoveries. 
Over all loan position as on 31 December 2007
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The above pie shows a satisfactory level of banks loan position. At the end of the last quarter of 2007 it have 95.18%standard loan. Which is according to Bangladesh Banks prescription satisfactory. But it is also a matter of worry that it is very clsoe to its benchmark of 95%.

6.4 RECOVERY PATTERN OVER THE YEARS:

	Loan recovery pattern over the years
	2005
	2006
	2007

	Recovery within due time
	98.3712%
	97.2181%
	95.7105%

	Recovery within 1/2months
	0.3047%
	1.4599%
	1.5733%

	Recovery within 3 months 
	0.5015%
	0.6761%
	0.1398%

	Recovery within 6 months
	0.0514%
	0.0259%
	1.7106%

	Bad/Loss
	0.7711%
	0.6199%
	0.8658%


Loan recovery pattern over the years
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Up to year 2006 TBL has shown an excellent performance in loan recovery and managing low level of default. But in the year 2007 year of going public it became inefficient in loan recovery. We see a hundred times jump in doubtful loan which are collected after 6 months. At the end of 2006 the rate of doubtful loans was near about 0%. But in 2007 it suddenly jumped to 1.77%. As doubtful loans are recognized as doubtful after six months it indicates that loan disbursed in the beginning of the year and at the end of 2006 was not so quality loans. It can also be happened due to low monitoring or less effort made in loan recovery. But we also see that substandard loan has dropped significantly signaling that bank management is warned enough seeing the doubtful loans and they became alert. So after that the bank was cautious in choosing loan clients and was strict in loan recovery and monitoring. But it also indicates that bank is not charismatic in managing a larger organization with larger capital base.

But the overall bank performance is superb. Cause according to Bangladesh Bank directions up to 5% default is tolerable. Where as the bank is maintaining it around 2.5% at the end of 2007. Moreover due to increased quality assets TBL is promoted to A- credit rating form previous B rating.

Recovery pattern of continuous loan (CL-2)
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The above pie shows the percentage of loan defaults and recoverable loans in CL-2. Here we see in this category loans are very much satisfactory with above 94% of recovery and only .48% going bad. Here is another thing to observe- though around 5% of the loan going SMA and Doubtful but only .48% is bad. It indicates that the bank has strong recovery and monitoring policy in Small Enterprise Financing, Consumer Financing and loans other than SEF and CF.

Recovery pattern of demand loan
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Demand loan disbursed to the same category of clients in CL-2 also showes the similar recovery pattern in different stage with more than 95.86% of recovery.

Recovery pattern of term loan upto 5 years
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Term loan is more efficient in loan recovery than CL-2,3. In case of Term laon up to 5 years bank made a 96.85% recovery with almost no SMA, Doubtful. But a 2.09% bad loan is observed. It also indicates that clients are habitat in defaulting the laon at the end of loan tenure. Even the bank having a good return over the years make no significant recovery effort on those silly bad loans.

Recovery pattern of term loan over 5 years
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Here is almost nothing to say recognizing that the pie is saying every thing. In this loan criteria bank shows amazing performance. Though loang term loans are more prone to default and higher default risk with greater interest rate risk TBL shows and outstanding performance with almost 100% recovery. 

6.5 GEOGRAPHICAL PATTERN OF LOAN RECOVERY:
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A single name appears with a view of the above columns. Agrabad branch- the highest contributior in loan defaults in TBL’s cedit defaults. It has the lowest revcovery rate which is around 87%. Bogra branch is the second culprit with around 10% defaults. Other major contributiors are from the North and South region of the country- Chittagong, Momenshahi, Jessor. So it can be commented that TBL is comparatively stronger in Mid-area of the country. So TBL should employee its most expert employees in North and South-East area for upgrading their performance. 

6.6 RRECOVERY PATTERN OF OUTSTANDING LOANS ON LAST QUARTER OF 2007:

The following table presents the last quarter recovery report of TBL on 2007.

	Sector (amount in crore)
	
	Continuous Loan
	Demand Loan
	Term Loan Upto 5 years
	Term Loan Over 5 years
	Short term Agri. Credit and Micro Credit
	Total

	According to CL-1 Total outstanding loan in Last quarter
	 
	849.84
	128.09
	435.78
	176.18
	
	1589.89

	According to CL-1 Total Classified loan in last quarter
	 
	39.86
	1.44
	16.21
	
	
	57.51

	Recovery in this quarter against classified loan
	 
	6.53
	0.18
	1.43
	0.52
	
	8.66

	Recovery in this quarter against unclassified loan 
	 
	357.23
	248.48
	32.09
	13.04
	
	650.84

	Rescheduled loan in this quarter
	 
	0.46
	7.31
	5.62
	0.72
	
	14.11

	Renewed loan in this quarter
	 
	97.19
	
	
	
	
	97.19

	Loan waiver in this quarter
	Principal
	
	
	
	
	
	0

	
	Interest 
	
	
	0.0068
	
	
	0.0068

	
	Total
	
	
	0.0068
	
	
	0.0068

	Written off loan in this quarter
	Principal
	
	
	
	
	
	0

	
	Interest 
	
	
	
	
	
	0

	
	Total
	
	
	
	
	
	0

	According to CL-1 Classified loan at quarter end
	 
	36.57
	1.18
	12.71
	
	
	50.46

	According to CL-1 Total loan at quarter end
	 
	1037.36
	119.15
	477.26
	223.59
	0.5
	1857.86


Recovery against outstanding loans at the quarter end  (2007)
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It seems continuos loan is doing well in collecting the disbured loan. Categorically it’s also supposed to be as it is continuous loan- where loan is disbursed and taken back quickly as a continous process. But in the demand loan categroy we see higher recovery than a lower disbursment. It says that the bank have disbursed less demand loans compared to previous quarter. So recovery from previous quarter became larer than present quarter disbursment.

Recovery pattern in a single quarter (October-December2007)
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In calculating this recovery pattern I’ve made an assumption that loans outstanding before three months ago will be counted as classified and unpaid when the classification is made. From the given table we find that continuous loans are turning in classified loans and remaining unpaid after three months by 4.3%. In case of 5yera term loans it is approximately 3% and nonexistence in other two categories.
6.7 SECTOR WISE LOAN RECOVERY PATTERN:

	Type of loan
	Recovery in time
	Recovery after 1/2months due
	Recovery after 3 months
	Recovery after 6 months
	Bad/Loss

	CL2 OD/CC/SOD (IND)
	94.22%
	2.78%
	0.07%
	2.98%
	0.48%

	CL-3 DEMAND FBP/

IBP FORCED LOAN
	97.00%
	2.01%
	0.00%
	0.00%
	0.99%

	RRDH
	84.20%
	4.11%
	2.75%
	1.20%
	7.71%

	CDS
	58.70%
	1.38%
	0.00%
	0.00%
	39.92%

	MARRIAGE
	93.01%
	0.76%
	1.92%
	1.24%
	2.82%

	CAR
	98.78%
	0.38%
	0.51%
	0.00%
	0.32%

	OTHER
	97.79%
	0.25%
	0.21%
	0.11%
	1.61%

	CL5
	99.64%
	0.24%
	0.00%
	0.00%
	0.00%


6.7. A. CL2

In case of CL2 which includes continuous loan for Small Enterprise Financing, Consumer Financing and Other continuous loan shows a good recovery pattern. But according to Bangladesh Bank criteria it’s not enough. According to Bangladesh Bank criteria all over loan default rate must be within 5%. But it shows 94.22% loans are collected in time. So TBL should try to collect another 1% in time. But ultimately it shows an excellent recovery pattern. As almost 99.52% loans are recovered.

6.7. B. CL3 OD/CC/SOD (IND)

In this loan class all kinds of demand loan is included. Moreover over draft, cash credit and industrial secured over draft also included. It shows an outstanding performance of collecting 97% of the loans in time. Only 2% is collected after due time and only one percent goes bad. Most of the loans of this class are taken by corporate offices. Loans are also given to client with whom a good relation is already built. This is why recovery is so high for these types of loans.

6.7. C. Repair and Reconstruction of Dueling House (RRDH) and Consumer Durables (CDS)

It’s the time to recognize the defects of TBL. Repair and Reconstruction loan of dueling houses and consumer durables- mainly disbursed to army personnel contributes the highest percentage of defaults. RRDH has 7.71% of bad loan whereas CDS are champion having around 40% bad loan. But being a bank of Bangladesh Bank traditionally those loans are recovered when the army personnel go retirement and have to avail a no-objection letter form the bank. In that case they have to fully pay back the loan. Still there are some bad sides of the loan. In most of the cases interest portion of those loans are unpaid. Again as there’s no profit due to interest non payment of those loans it creates an earning problem and cost of fund problem for the bank. Moreover CDS are very much nominal comparative to banks total loan product so it doesn’t hamper the banks profitability. But if the bank wants to grow more it has to perform well in every sector and bank should take the very high rate of default very seriously and must over come the problems.

6.7. D. Marriage/Car

Marriage loan shows a greater default rate than car loan. Marriage loan is default by 2.82% but car loan shows a better performance with .32% default rate. This happens because of profile of clients. In many cases TBL midlevel management is the major client of car loan. This is why car loan have almost 99% recovery rate. But as the marriage loan is taken by comparatively young clients who have smaller income it creates problem in repaying the loan and the default rate is little bit higher. 

6.7. E. Other/CL5

These are two very nominal contributors in TBLs loan products. As most of the TBL branches are located in urban area and cantonment areas there is very limited scope for Agro finance which falls under CL5. So the loan amount is very slim and default is almost non existent. 

These are all about recovery patterns of TBL form geographical, periodical and industrial loan products. 

CHAPTER SEVEN
FINDINGS, RECOMMENDATIONS AND CONCLUSIONS
7.1 FINDINGS:

 Major findings of the study are:
· Risk is concentrated in loan products as the total loan outstanding is highly dominated by a few products.
· Trust Bank Limited overall performance in loan recovery is excellent. But a downtrend in its performance is observed from the last fiscal year.

· Very slim range of loan products offered by TBL is another problem in diversifying its loan risk.

· High dominance form Bangladesh army is another obstacle of higher performance.

· Weak mid-management is another dark side of TBLs recovery problem.

· In most of the cases loan disbursement is centrally controlled from the head office which creates problem in choosing and matching the right client for the bank.

· The management have hardly overcome the notion-“A bank of armed forces at cantonment” the banking concept is yet to be universalized.
· The products offered by the TBL are very limited in range comparing to the contemporary banks. The clients can hardly find the best alternative of particular products.
· The features of the retail products are not much competitive in compare with the other commercial banks.

7.2 RECOMMENDATIONS: 
On the basis of the findings the following recommendations are made for the Trust Bank Ltd.

· At first the Trust Bank should find out the way to Reduce its bad loan amount further, to improve is loan quality.

·   Trust Bank should increase their loan investment because increase the loan investment will maximize the interest income of the Bank. So the investment, which will give the expected return, should be increased. And for that they should strictly follow the factors considering before sanction of any loan.

· If the loan and advance is large then the credit risk is also high because a chance of not getting the money back is higher in loan investment then the investment in securities. Because securities, plant, equipment can provide a certain return with very minimum risk. But default risk in loan investment is very high. So a bank, which has high amount of provision for loan losses, should not expand its loan portfolio without proper consideration of all the factor of loan sanctioning.

· They can diversify the loan portfolio in to the securities. And should give more emphasize in the foreign exchange and remittance services to maximize income.

· Due to the unwanted increase of the oil price the world economy as well as Bangladesh economy is facing a big challenging situation. So the bank is recommended to very careful to sanction further new loans and advances.

· It is recommended to introduce more ATM booth instead of manual banking system. It will save huge amount establishment and other costs.

To ensure efficient and timely credit flow it is important to ensure effective work and output from all the subsections of credit department. Right now, there are five approval officers, five operation staffs where there is only two MIS officer. MIS officers have to do a lot of tasks (profit model, prepare loan update, different queries, monthly, quarterly returns, Bangladesh bank and group report) along with giving input to the database. Hence, it becomes very hard to perform all the tasks within the deadline and therefore bottleneck operation creates. Bottleneck operation delays the whole credit process. So, it is recommended to recruit more people in MIS to remove bottleneck and ensure smooth credit flow.

7.2. A.  Initiation of Scoring System:

If TBL assign score on specific loan criteria it will become easier for the approval officers to assess the loans. Scoring system will help to reduce bad applications automatically and the burden on approval officer will be reduced. On the other hand strength of a loan will be stemmed out from scoring system. However, the assessment procedure should remain same.

7.2. B.  Use of Marketing Research:
The management of TBL should regularly administer marketing research activities in order to keep a regular track of satisfaction levels. Regular research should also be conducted to find out customer expectations about various service aspects. As customer expectations and satisfaction are not static figures regular research at sufficient intervals should be conducted.

7.2. C.  Employee Trainings:
Employee trainings and workshops should be administered in order to give them knowledge and professionalism of customer interactions. With more professional base employees can better satisfy the customers. They should be taught about how to deal with problem customers and how to deal problematic situations. Employees- specifically sales officers should be conscious and taught about the financial aspects of the loans so that it becomes convenient for the approval officers to assess loans.

7.2. D.  New Branches Should Be Introduced:
Customers showed a huge dissatisfaction with current locations as TBL provides services from only 39 branches throughout Bangladesh. New branches should be constructed in Dhaka city satisfying more geographic segments. As convenience of communication to the branch location is a very important factor for the customers TBL should consider building new branches and ATM's within Dhaka city as well as other metropolitan cities of Bangladesh.

In order to increase the profitability and reduce the credit risk, TBL should maintain a well-balanced portfolio. For example, instead of focusing on just corporate banking and high profile business loan and leasing, it should also give equal importance to retail banking. The more diversified the portfolio is the lesser the risk of losses.

7.3 CONCLUSION:
As the services improved workflow of the banks has been changed dynamically as well. Banks use more sophisticated ways to assess loans. Quick assessment process pressurizes the loan officers to use sophisticated ways of loan assessment. Though TBL use its own investigation along with third party investigation for loan assessment the whole procedure may be developed furthermore. Central bank may become more helpful by providing helps like hosting database (about customers) on the net. In order to increase the profitability and reduce the credit risk, TBL should maintain a well-balanced portfolio. For example, instead of focusing on just corporate banking and high profile business loan and leasing, it should also give equal importance to retail banking. The more diversified the portfolio is the lesser the risk of losses.
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Acronyms
ACU:
Asian Clearing Union (A trade association of seven Asian countries including Bangladesh). 

AD:

Authorized Dealer.

BC:

Bills for Collection.

B/L:

Bill of Leading.

CCI&E:
Chief Controller of Import and Export.

CC:

Cash Credit.

C/F:

Carried Forward.

CO:

Certificate of Origin.

CRF:

Clean Report of Findings.

CR:

Credit

Dr:

Debit

CRR:

Cash Reserve Ratio.

DA:

Documents against Acceptance.

DC:

Documentary Credit.

DD:

Demand Draft.

DP:

Documents against Payment.

ERC:

Export Registration Certificate.

FBN:

Foreign Bill Negotiation.

FSRP:
            Financial Sector Reform Program.

FDR:

Fixed Deposit Receipt.

FDBC:
            Foreign Documentary bills for Collection.

FDBP:

Foreign Documentary Bill Purchase.

H.S Code:
Harmonized System Code.

IBCA:

Inter Branch Credit Advice.

IBDA:

Inter Branch Debit Advice.

IBC:

Inward Bills for Collection.

IDBC: 
            Inward Documentary Bills for Collection.

IBP:

Inland Bill Purchased.

IP:

Import Permit.

ITC:

Import Trade Control.

L/CAF:
Letter of Credit Authorization Form.

L/C:

Letter of Credit.

MT:

Mail Transfer.

NFCD:
Non-resident Foreign Currency Deposit.

OBC:

Outer Bills for Collection.

OD:

On Demand.

PAD:

Payment Against Document.

PC:

Packing Credit.

PO:

Payment Order.

PRC:

Proceeds Realization Certificate.

SWIFT:
Society for Worldwide Inter bank Financial Telecommunication.

TC:

Travelers Check.

TDR:

Term Deposit Receipt.

TR:

Trust Receipt.

TT:

Telegraphic Transfer.

UCPDC:
Uniform Customs & practice for Documentary Credit.

URC:

Uniform Rules for Collection.

WES:

Wage Earner Scheme.

APPENDIX

(Appendix-1)

5 years at a glance

	Particulars
	2003
	2004
	2005
	2006
	2007

	Income Statement
	(Taka in Million)

	Net Interest Income
	79-34
	130.09
	167.07
	400.00
	667.80

	Net Non-interest Income--
	9.09
	134.18
	129.19
	146.90
	185.91

	Profit before provision and tax
	88.43
	264.27
	296.26
	546.90
	853.71

	Provision for loans and assets
	20.29
	47.89
	69.98
	39.20
	273.94

	Profit after provision before tax
	68.14
	216.38
	226.29
	507.70
	579.77

	Tax including deferred tax
	-
	 40.41
	 105.00
	 244.54
	340.74

	'15rofit after tax
	68'.14
	 175.98
	 121.29
	 263.16
	239.03

	Balance Sheet
	
	
	
	
	

	Authorized Capital
	1,000.00
	2,000.00
	2,000.00
	2,000.00
	2,000.00

	Paid-up Capital
	350.00
	500.00
	500.00
	500.00
	1,166.67

	Total Shareholder's equity
	454.30
	870.69
	991.97
	1,155.00
	2,154.29

	Deposits
	4,483.26
	9,314.95
	12,704.90
	18,985.95
	27,101.59

	Long-term liabilities 
	1,198.69
	2,718.56
	2,664.12
	7,135.03
	3,335.77

	Loan & advances
	4,358.31
	6,804.45
	9,738.32
	13,188.09
	18,682.16

	Investments
	1,896-92
	3,220.78
	2,447.95
	3,122.81
	3,785.45

	Property, Plant and Equipment
	61.37
	86.18
	110.62
	146.05
	194.22

	Earning Assets
	7,453.83
	11,410.25
	13,708.73
	18,608.06
	27,636.29

	Total assets
	7,858.83
	12,059.71
	14,782.15
	21,060.77
	30,382.22

	Debt equity ratio
	24.34%
	35.30%
	18.48%
	17.23%
	13.10%

	Other Business
	
	
	
	
	

	Import
	327.00
	8,542.00
	9,746.00
	11,483.00
	17,683.17

	Export
	2,761.00
	2,636.00
	2,911.00
	2,884.00
	4,224.55

	Remittance
	151.00
	96.00
	279.00
	765.00
	2,612.00

	Guarantee Business
	335.00
	641.00
	1,627.29
	726.51
	1,114.84

	Capital Measures
	
	
	
	
	

	Total risk weighted assets
	31497.48
	6,187.98
	8,925.76
	14,075.99
	19,573.21

	Core capital (Tier-1)
	454.30
	870.69
	991.97
	1,155.00
	2,092.89

	Supplementary capital (Tier-[[)
	30.46
	69.83
	123.10
	155.95
	328.43

	Total Capital
	484.76
	940.51
	1,115.07
	1,310.95
	2,421.32

	Tier-I capital ratio
	12.99%
	14.07%
	11.11%
	8.21%
	

	Tier-11 capital ratio
	0.87%
	1.13%
	1.38%
	1.11%
	1.68%

	Total capital ratio
	13.86%
	15.20%
	12.49%
	9.32%
	1,'

	Credit Quality
	
	
	
	
	

	Non performing loans (NPLs)
	87.11
	100.35
	128.97
	174.37
	506.65

	% of NPLs to total loans and advances
	2.00%
	1.47%
	1.32%
	1.32%
	2.71%

	General Provision
	27.46
	66.83
	118.88
	152.95
	264.03

	Specific Provision
	32-.78
	41.29
	56.90
	63-68
	225.84

	Share Information
	
	
	
	
	

	Market price per share (Taka)
	
	
	
	
	929.25

	Earning per share (Taka)
	19.47
	35.20
	24.26
	52.63
	28.28

	Net assets per share (Taka)
	129.80
	174.14
	198.39
	231.00
	184.65

	Price earning ratio (times)
	-
	-
	-
	-
	3.04%

	Operating Performance Ratio
	
	
	
	
	

	Net interest margin on average earning assets
	1.50%
	1.38%
	1,33%
	2.48%
	2.89%

	Net non-interest margin on average earning assets
	0.17%
	1.42%
	1.03%
	0.91%
	0.80%

	Cost income ratio
	83.49%
	74.74%
	79.49%
	75.32%
	73.93%

	Return on average equity
	19.74%
	26.56%
	13.02%
	24.51%
	14.45%

	Other information
	
	
	
	
	

	No of Branches
	13
	15
	18
	26
	31

	No of Employees
	209
	273
	359
	508
	842

	No of foreign correspondents
	12
	
	15
	19
	19

	Average earning assets
	5,272.22
	9,432.04
	12,559.49
	16,158,39
	 23,122.18

	Average total assets
	5,6 7.31
	9,959.27
	13,420.93
	17,921.46
	25,721.50

	Average deposits
	3,737.23
	6,899.10
	11,009.93
	15,845.43
	23,043.77

	Average equity
	345.23
	662.49
	931.33
	1,073.49
	1,654.65


Source: Annual Report 2007 of Trust Bank Limited.
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Deposits								: TK. 27101.59 million


Loans & Advances							: TK. 18682.16 million


Investment								: TK. 3785.45 million


Assets									: TK. 30382.22 million


Statutory Reserve							: TK. 331 million


Retained Earnings							: TK. 362.25 million


Earnings per Share (EPS)						: TK. 28.28


Lunching Trust Islamic Banking					: September 15, 2008
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Figure 2: Branch Network of TBL
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