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The Internship Program exercises a significant importance as it enables a student to be accustomed with the business activities practically. The students get the chance to work closely with the people of an organization and learn about the functions, responsibility and corporate culture of that organization. This program enables a student to develop their analytical skills and scholastic aptitudes and to have a real-life orientation of the academic knowledge.

As a student of M.B.A., Department of Finance, Stamford University, I have conducted my Internship Program in Trust Bank Ltd. Dhanmondi Branch, one of the reputed third generation bank in the growing banking sector in Bangladesh. This report has been prepared under the guidance, supervision and inspiration of Mr. Mosharref Hossain, Lecturer, Department of Finance, Stamford University Bangladesh. Moreover, while preparing the report I was under the supervision and guidance of Mr. Mozzakerul Islam, Assistant Vice President & Manager Dhanmondi branch. 

1.2 Objective of the Study

The primary objective of the study would be to meet compulsory requirements of submitting a report which is an integral part of the Internship Program focusing on all the workings and understanding I have gathered during my attachment in TBL. The document has also been focused to capture an overall view of the current foreign exchange transactions performed by TBL. The major objectives of the report would encompass the following:
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 To obtain an overall view of the current foreign exchange transaction performed by TBL.
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 To capture all types of existing procedures regarding L/C opening ,L/C Advising,  L/C Confirmation ,Reimbursement Authorizations , Payment Instructions , Export Bill  Collections, Negotiation etc. 
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 To focus on the problems associated with the foreign exchange business in Trust Bank Ltd.

· To document the Schedule of charges in the case of foreign exchange business.
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 To highlight on various issues regarding the  calculation of different rates like BC selling rate ,TT/OD selling & buying rates, TT clean ,TT (Doc) , OD sight export , Usance Export bills selling rates, Forward rates to public, Cash &Travelers Cheques buying & selling rate ,cross rates &Libor rates etc.

[image: image4.png]


 To recommend for further improvement of the proposed system.

1.3 Scope of the Study
The study has basically covered the followings—
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 Theoretical aspects of the new integrated rules & regulations of the foreign exchange business.
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 Current Payment procedures exercised by TBL both theoretically and under the UCPDC -600.
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 Categorization of different types of income from foreign exchange transaction.
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 Rationale behind deploying the new system.
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 Practical orientation of the proposed system.

1.4 Methodology of the study

This report is basically based on the topic named “Foreign exchange operation of commercial Banks (A case study of Trust Bank Ltd). Since I’ve undergone my internship program on this particular department, therefore, in preparing the report I’ve concentrated on the issues exclusively focused by TBL in this project. The report is based mostly on secondary data that means on the support documents related to Foreign Exchange operation of commercial bank. Moreover my three months’ practical orientation in TBL Dhanmondi branch and visit to TBL head office in Dilkhusha also helped me to have a very concrete idea regarding the current procedures and the related issues as well.  Finally, my time to time conversation with the concerned employees and analysis of the multiple regression of foreign exchange income with the banks operating income, correlation of foreign exchange income with the operating income, meeting with concerned person from International division and TBL employees helped me a lot to have a better understanding of the whole topic.

1.5 Limitations of the Study
While undergoing the study, I was zealously trying to present the topic in a concrete manner. In doing so, I was confronted with some problems as follows:

· Internship program is a short duration program to study the foreign exchange business related activities of the bank.
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 Capturing the whole topic regarding foreign exchange business and presenting it in the report in a disciplined manner was not fully possible due to conservatism practiced by the bank.
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 Since this report involves activities & performance of foreign exchange business of the bank, some foreign exchange related activities was not perfectly clear to me.
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2.1 Introduction:

The purpose of banking is to ensure transfer of money from surplus unit to deficit units. Bank in all countries work as the as the repository of money.  The owners look for safety and amount of interest for their deposits with Banks. Entrepreneurs try to obtain money from the banks as working capital and for long-term investment. These entrepreneurs welcome effective and forward-looking advice for investment. Banking sector thus owe a great to the deposit holders on the hand and the entrepreneurs on the other. They are expected to play the role of friend, philosopher, and guide for the deposit holders and the entrepreneurs.

Since liberation, Bangladesh passed through fragile phases of development in the banking sector. The nationalization of banks in the post liberation period was intended to safe the institutions and the interest of the depositors. Those handling the banking sector have borne the burden of putting banks on reliable footings. Despite all that was done, some elements of irregularities appeared. With the assertion of the role of the Central bank, The Bangladesh bank started adopting measures for putting banking institutions on right track. Yet the performance of public sector management of banks left some negative effects in the money market in particular and the economy in general. The agility among the borrowers manipulates the banking sector as a whole. In effect, a default culture appeared on the scene. 

The opening of PRIVATE and FOREIGN participants to the banking sector was intended to obtain desirable results from banking. The authorization of private banks was designed to create competition among the banks and competition in the from of efficiency with and the productivity in enterprises funded by banks. Unfortunately, for the people, at large banking sector is yet to obtain the credit for efficiency, credibility, and growth.

The clever, among the user of banking services, have influenced the management of banks, for obtaining short-term and long-term loans. They sometimes showed inflated to get money for investment in business and industry. Few diverted their loan money to purposes different from the loan proposals, and invested in non-profitable units have failed to repay their loans to the banks. For this reason new entrepreneurs are not getting capital while defaulting entrepreneurs have started obtaining either relief in the form of rescheduling of the repayment program or additional inevitable money for diversified units.

2.2 Overview of Banking: 

Domestic banks can be divided into four main groups: Nationalized Commercial Banks (NCBs); Private banks established in the early 1980s; and private banks established in 1999:

Nationalized Commercial Banks (NCBs) In general terms; NCBs are large, operationally inefficient and technically insolvent. They are used as vehicles of government directed lending. These banks enjoy an enormous and stable customer deposit base, which provides a cheap source of funding. In addition, most large government related business is routed through these banks;

Private Banks, 1980s- set up to service the sectors not being addressed by the larger NCBs. Not subject to state directed lending but have generally suffered from related lending to directors and their extended families;

Private banks, 1995 – six new licenses were granted. These are the better-managed banks with strong capital base and good asset quality and under a much-improved regulatory regime. All the banks clustered in this group have successfully raised capital from secondary market and all the shares are now traded in the stock exchange at premium.

New private sector banks. Ten new banks have been granted licenses over the year 1999. While some bankers complain that the country is over-banked, the more commonly held view, including that of the World Bank, is that there is adequate scope for these banks to survive given currently untapped gaps in the market, fat in existing interest margins (currently circa 5%), and efficiency/ service level disparities. It is estimated that up to 70% of the Bangladeshi economy remains un-banked. While this appears to imply that the newer banks may move downstream in terms of asset quality but in reality the last two sets of new banks are successfully competing with NCBs and Foreign banks on the top end market segment. 

Generally asset quality is poor with the level of non-performing loans at worryingly high levels. Across the whole banking sector, classified loans, as reported by Bangladesh Bank (BB) in December 2002, the Central Bank, were 34.93%. As a percentage of their own total loan portfolio, non-performing loans accounted for 38.55% of the NCBs loan book, and 22.01% of private banks (both categories). In October 2002, the provisioning requirements changed for past due loans from 180 to 90 days, now requiring a 20% provision. Generally, provisioning levels are weak, impairing capital. It is however necessary to understand why the banks carry such high levels of non-performing loans. Firstly, the legal position of banks' recourse is weakened once a loan is written-off; and secondly, BB imposes a six-year moratorium on write-offs. As the legal system is slow and time consuming, this results in NPLs remaining on the books for longer than would otherwise be the case in other countries. There is also a significant proportion of NPLs, which is due to non-payment by Government or Government owned agencies.

Lower credit growth in 2002, compared to deposits, has meant that the banks now have excess liquidity. With investment rates in call, money market and government bonds remaining static at their lowest levels, some banks are now cutting back on their long-term deposit rates and are refusing to accept large deposits. 

Long-term interest rates have traditionally been lower than short-term rates. This inverted yield curve is a fall out from the source of long term lending. Long term lending was traditionally extended by the NCB's, usually for non-commercial loans, thus setting a low benchmark for longer-term funds.

Clearly the banking industry is in a very poor state and it will take years to clean up. The Government and BB have been working with the World Bank to introduce reforms, including related party lending, restricting lending concentrations to 15% of the capital base, capital adequacy and bankruptcy laws. The World Bank has indicated that there are funds available to assist individual banks improve their capital bases, but this depends on them first making full provision for NPLs. Some banks have also successfully raised capital through IPOs. BB has reaffirmed its intention to continue extension of support to banks through rediscounting. However care should be exercised when taking comfort from BB's assertion that it will not allow any bank to fail. While this pledge has held true to date, in effect it means that BB will allow a technically insolvent bank to continue in operation with BB guidance and "technical" support but BB will not provide a capital injection or write-off government related bad loans.

2. 3 Organizational Overview:

The Trust Bank limited (TBL), a private commercial bank sponsored by the Bangladesh Army Welfare Trust, started its operations in November 29, 1999.The authorized capital of the bank is Tk. 1000 million. The Army Welfare Trust (AWT) is the major shareholder bearing 51% share. Total shareholders’ equity at the end of December 2002 stood at Tk. 428.80 million, where Paid-up capital is Tk. 350million, statutory reserve is Tk 28.27 million and Retained Earnings is Tk. 50.53 million. The Paid- up capital is indicative of the face value of 3,50,000 ordinary shares of Tk. 1,000/-each fully subscribed by the shareholders.

Trust Bank Limited is one of the leading private commercial bank having a spread network of 31 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 demand so four 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.  

2.4 Vision of Trust Bank Limited
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We aim to provide financial services to meet customer expectations so that customers feel we are always there when they need us, and can refer us to their friends with confidence. We want to be a preferred bank of choice with a distinctive identity.



2.5 Mission of Trust Bank Limited


Our mission is to make banking easy for our customers by implementing one-stop service concept and provide innovative and attractive products & services through our technology and qualified human resources. We always look out to benefit the local community through supporting entrepreneurship, social responsibility and economic development of the country.



2.6 Positioning Statement of Trust Bank Limited



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.
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4.1. International Trade:


International trade involves a flow of goods from seller to buyer in accordance with a contract of sale. It is the exchange of goods and services between peoples of different countries. 

4.2. Reason for International Trade:

 Main reason for international trade is as follows:

· Uneven resources distribution: Different countries have different amounts of natural resources, while other might have not. Therefore, countries need to exchange goods to satisfy mutual needs and wants. 

· The lack of self-sufficiency: Each country can obtain those goods that each alone can not produce or obtain the resources or materials to turn them into finished products. 

· Specialization: The need for trade will arise because a country cannot survive with only one kind of goods (specialization goods). 

· Economic principal of comparative advantage: It is mutually beneficial if each country specializes in producing the goods which is has a greater advantage and obtains those goods from other countries that it cannot produce cheaply at home. 

· Differences in the demand of goods among countries: Some countries, which are producers of certain goods, still have to import the same goods from abroad. This may due to the insufficient supply locally to meet the strong demand for the goods.         

4.3. Benefits of International Trade

Some major benefits of international trade are:

· A gain in output for the participating countries: International trade enables a country to specialize in the production of goods and services in which it has comparative advantages. 

· Better living standard: Specialization in production makes goods cheaper, so the standard of living is improved. 

· Economics of scale: As countries specialize in the production of goods and services, they are able to operate on a larger scale, and thus enjoy the benefits arising from the economics of scale. 

· Transfer of technology: The transfer of technology automatically accompanies an exchange of goods because nation can learn from the products of other nations (Computer Software). 

· Improving International Relationship: With more trade activities and closer contact, there comes an exchange of culture and ideas resulting in better understanding among the nation. 

· Maintaining price stability: With international trade, shortage of resources and goods can be solved by imports. Demand and supply can be brought closer together. Price fluctuation can be minimized. 

· International trade encourages competitions: Competitions may help to prevent the growth of domestic's monopolies. Efficiency in production can be achieved. 

4.4. Problems in International Trade

Problems associated with International Trade are as follows:

Risk of goods, Fraud, Credit risk, Risk of foreign exchange, Differences in legal systems among countries, Differences in political systems among countries, Economic divergence. The political and economic condition in one country may deteriorate etc.

4.5. The Role of Banks in Enhancing International Trade

· Provision of advances: The Provision of finance to importers (e.g. trust receipt facility, documentary credit facility) and exporters (e.g. negotiation of export bills, purchase of bills for collection) encourages enterprises to engage in trade and enhances their liquidity position.
· Provision of alteration payment methods: Importers may not accept the payment of cash in advance, which gives exporters the greatest protections. On the other hand, the exporters may not accept open account, which gives importers the best payment methods. A letter of credit, through bank channels overcomes the disadvantages of these two settlement methods and satisfies to a great extent, both the importer and exporters. So with help of banks trading volumes can be enlarged. 

· Medium of fund transfer: A banking system allows payment to be made safely and quickly by one party to another, e.g. telegraphic transfer. 

· Export advance from banks: In case of any queries as to the trading terms especially those related to documentary credit (D/C) transaction, traders can ask for their bankers advises. 

4.6. Balance of payments:

The balance of payments is a bookkeeping system for recording all payments that have a direct bearing on the movement of funds between a nation (private sector and government) and foreign countries.
4.7. Balance of payments Considerations:

Balance of payments considerations were more important than they are under the current management floating regime. When a no reserve currency country is running balance-of-payments deficits. To keep from running out of these reserves, it had to implement concretionary monetary policy to strengthen its currency.     
Current Account

Capital Account
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5.1 Letter of Credit: 
Letter of Credit can be defined as a Credit Contract where by the buyer’s bank is committed (on behalf of the buyer) to place an agreed amount of money at the seller’s disposal ur1er some agreed conditions. Since the agreed condition include among other things, the presentation of some specified documents, the Letter of Credit is called 

5.2. Different Types of Documentary Credit (D/C)

A. Red Clause Credit
A Red Clause credit is a special type of credit with a clause inserted which authorized the advising or confirming bank to make advances to the beneficiary before presentation of the documents. 

The clause is added in the documentary credit at the request of the applicant for the credit. In other words, it is a pre-shipment finance in their form of a loan the advising/confirming bank provides to the beneficiary, with payment of principal and interest guaranteed by the issuing bank of the credit, which in turn has a right of recourse to the applicant in case the beneficiary fails to ship goods and defaults in payment of the advances. 

The credit specifics the amount of the advances to be given to the beneficiary, which can be in the form of a percentage or a fixed sum. 

Finance is given against undertaking from beneficiary certifying that he promise to ship goods and submit documents to advising bank, which has provided him with finance. 

Possible risk in issuing a red clause credit

a. Exporter may use the advance for other purpose

b. Documents presented from the exporter may have discrepancies unacceptable to the importer 

B. Revolving Credit
A revolving credit is a credit, which provides for the amount of the credit to be renewed automatically after use without the need to renew the credit every time. It can be revolved with respect to either:

a. time or

b. amount (i.e. total value of the credit)

A revolving credit "with respect to time" can be cumulative or non-cumulative. A cumulative revolving credit allows any unused credit amount of a previous month to be carried forward to the next month. A non-cumulative revolving credit, on the other hand, provides for a maximum amount of credit to be drawn each month. If the exporter fails to draw for the month, the amount in the month (full amount or any utilized balance) will be forfeited automatically. 

C. Transferable Letter of Credit

A transferable letter of credit, which can be transferred in whole or in part by the original beneficiary to one or more "second beneficiaries". It is normally used when the first beneficiary does not supply the goods himself, but acts as a middleman between the supplier and the ultimate buyer.  

D. Back-to-Back Letter of Credit

A Back-to-Back letter of credit is a new credit. It is different from the original credit based on which the bank undertakes the risk under the back-to-back credit. In this case, the bank’s main surety/security is the original credit (Master L/C). The original credit (Selling credit) and the back to back credit (Buying Credit) are separate instruments independent of each other and in no way legally connected, although they both from part of the same business operation. The suppliers (beneficiary of the back to back credit) ships goods to the importer or suppliers goods to the exporter and presents documents to the bank as is specified in the credit. It is intendment that the exporter would substitute his own documents for negotiation under the original credit, his liability under the back to back credit would be adjusted out of these proceeds. The export L/C is marked lien and no margin is taken. So we can say that Back to Back is a term given to an ancillary credit which arises where the seller used the credit granted to him by the Issuing Bank to his suppliers. 

E. Confirmed Credit

If a letter of credit is confirmed by a bank (the advising bank), this means, in addition to the definite undertaking to the issuing bank to honor beneficiary's draft, the advising bank makes also it’s promise to pay the beneficiary. Such confirmation by the advising bank not only confirms the undertaking of the issuing bank but also constitutes an additional promise on the part of the advising bank (which becomes a confirming bank). 

5.3. Documentary Letter of Credit
Documentary credit may be either: 

· Revocable Credit: 
A revocable credit is a credit, which can be amended are cancelled by the issuing bank at any time without prior notice to the seller. 

· Irrevocable Credit: 
An irrevocable credit constitutes a definite undertaking of the issuing bank (since it cannot be amended or cancelled without the agreement of all parties thereto), provided that the stipulated documents are resented and the seller satisfies the terms and conditions. This sort of credit always referred to revocable letter of credit. 

5.4. Parties related to a letter of credit: 

The parties are: 

1) The issuing bank. 

2) The confirming bank, if any 

3) The beneficiary. 

Other parties, which facilitate the documentary credit, are: 

1) The applicant 

2) The advising bank 

3) The negotiating bank/applicant bank 

4) The transferring bank, if any. 

The parties of L/C: 
Importer: Seller who applies for opening an L/C. 

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

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

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

Negotiating Bank: It is the bank that negotiates the bills and pays the amount of the beneficiary. The advising bank and the negotiating bank may or may not be the same. Sometimes it can also be confirming bank. 

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

Reimbursing Bank: It is the bank that would reimburse the negotiating bank after getting payment instruction from issuing bank. 

5.5. Securitization of L/C Application: 

a) The TBL Official scrutinizes the application in the following manner -

b) The terms and conditions of the L/C must be complied with UCPDC 500 and 

Exchange Control & Import Trade Regulation. 
c) Eligibility of the goods to be imported. 
d) The L/C must not be opened in favor of the importer. 
e) Radioactivity report in case of food item. 
f) Survey report or certificate in case of old machinery. 
g) Carrying vessel is not of Israel or of Serbia- Montenegro. 
h) Certificate declaring that the item is in operation not more than 5 years in case of car.
5.6Accounting Treatment in case of L/C opening: 

Now if the Officer thinks fit the application to open an L/C. the following entries are given to realize the L/C commission, charges, postage, L/C margin etc. 

Client’s Account ……………………………………………………... Dr. 
Sundry deposit margin on L/C…………………………………….. ..Cr. 
Income A/C commission …………………………………….………. Cr. 
Foreign Correspondent Charge (F.C.C.) A/C  ….Cr. 
VAT (15% of commission) on L/C ……………………………….… Cr. 
Income A/C (postage/telex)………………………………………….. Cr. 


After that L/C number and the above entries are given in the L/C Register. The contra entries stating the liability of the bank and the client are as follow: 

Customer’s Liability…………………………………….Dr. 
Banker’s Liability……………………………………………………………………….Cr. 
5.7. Transmission of L/C to Beneficiary through advising Bank: 

Then the transmission of T/C is done through tested telex or fax to advise the L/C to the advising bank. The advising bank verifies the authenticity of the L/C. 

The import procedure can be shown by the following flow chart























TBL has corresponding relationship or arrangement throughout the world by which the L/C is advised. Actually the advising bank does not take any liability if otherwise not required 
5.8. Presentation of the documents: 

1. The seller being satisfied with the terms and the conditions of the credit makes shipment of the goods as per L/C terms. 

2. After making the shipment of the goods in favor of the importer, the exporter submits the documents to the negotiating bank 

3. After receiving all the documents, the negotiating bank then checks the documents against the credit. If the documents are found in order, the bank will pay, accept or negotiable to TBL. 

4. Branch & bank received seal to be affixed on the forwarding schedule. 

5. The bill of exchange & transport documents must immediately be crossed 
to protect loss or fraudulent. 
 TBL checks the documents. The usual documents are: 

· Invoice. 
· Bill of lading 
· Certificate of original. 
· Packing list/Weight list. 
· Shipping advice. 
· Non-negotiable copy of bill of lading. 
· Bill of exchange. 
· Pre-shipment inspection report. 
· Shipment certificate. 
5.9. Examination of shipping document: 

One of the principals of document credit is that all parties deal with document and not with goods (Articles 6 of UCPDC-500). That is why; the documents should be scrutinized properly. If any discrepancy in the documents is found that is to be informed to the pity. A checklist may be followed for examining the documents. 

5.10. Amendment of the Letter of Credit: 

When the parties involved in a L/C, especially the seller want to change the terms and conditions due to some obvious and genuine reasons the credit should be amended. TBL transmits the amendment by tested telex to the advising bank. If the L/C is amended, service charge and telex charge is debited from the party account accordingly. According Articles 5 of UCPDC 500. Amendments must be complete and precise.

5.11. Retirement of shipping document:

On scrutiny, if is found that the document drawn in conformity with the terms of the credit i.e. the documents are in order MDL lodges the documents in pad and following vouchers passed, 
Accounting----------------treatment: 
L/C Margin


Debit 
PAD A/C


Credit 
(Margin amount transferred to PAD A/C) 

Customer A/C 

Debit 
PAD AIC 


Credit 
(Customer A/C debited for the remaining account) 

PAD A/c


 Debit 
TBL General A/C 

Credit 
Exchange gains A/C 

Credit 
(Amount given to TBL General A/C and interest credit) 
Reversal------------------------entries 
Banker’s Liability 

Debit 
Customer’s Liability 

Credit 
(Lodgments is given) 

After realizing the telex charges, services charges, interest (if any), the shipping documents is than stamped with pad numbered and entered in the PAD registered. Intimation is given to the customer calling on the bank’s counter requesting retirement of the shipping documents. After passing the necessary vouchers, endorsement is made on the back of the bill of exchange as received Payment” and the bill of lading is endorsed to the effect” Please delivered to the order of M/S, under two authorized signature of the bank’s officers (P.A. holder). Then the documents are delivered to the importer. 
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6.1  Introductions:




Banks play a very important role in effecting foreign exchange transaction of a country. Mainly transaction with overseas countries in respect of imports, exports and foreign remittance come under the purview of foreign transactions. Banks are the vital sector by which such transactions are settled. Central Bank records all sorts of Foreign Exchange transaction and therefore, transaction effected by the Banks and other authorized dealers are to be reported regularly (viz. daily, fortnightly, monthly, quarterly, yearly etc) to Bangladesh Bank.

FUNCTIONS OF FOREIGN EXCHANGE DIVISION OF TBL.

Figure-1








	      Functions of Foreign Exchange Division of TBL

	Exports


	1. Pre-shipment advances

2. Purchase of foreign bills

3. Negotiation of foreign bills

4. Export guarantees

5. Advising/Confirming letters—letters of credit

6. Advance for deferred payment Exports

7. Advance against bills for collection

	
	

	Imports


	1. Opening of letter of credit

2. Advance bills

3. Bills for collection

4. Import loans and guarantees

	
	

	Remittances


	1. Issue of DD, MT, TT, etc.

2. Payment of DD, MT, TT, etc.

3. Issue and enhancement of travelers cheques

4. Sale and enhancement of foreign currency notes

5. Non-resident accounts

	
	

	Dealings


	1. Rate computation

2. Maintenance of foreign currency accounts

3. Forward contracts

4. Exchange position & cover operations

	
	

	Statistics


	1. Submission of returns

2. Collection of credit information


6.2The most commonly used documents in foreign EXCHANGE:

· 3.2(a)Documentary Letter of Credit

· 3.2(b)Bill of Exchange

· 3.2(c)Bill of Leading

· 3.2(d)Commercial invoice

· 3.2(e)Certificate of origin of goods

· 3.2(f)Inspection certificate 

· 3.2(g)Packing list

· 3.2(h)Insurance policy

· 3.2(i)Proforma invoice/Indent

· 3.2(j)Master receipt

· 3.2(k)G.S.P. certificate 

 6.2(a) Documentary Credit:

In simple terms, a documentary credit is a conditional bank undertaking of payment. Expressed more fully, it is a written undertaking by a bank (issuing bank) given to the seller (beneficiary) at the request, and in accordance with the instructions, of the buyer (applicant) to effect payment (that is, by making a payment, or accepting or negotiating bills of exchange) up to a stated sum of money, within a prescribe time limit and against stipulated documents.

These stipulated documents are likely to include those required for commercial, official, insurance, or transport purpose, such as commercial invoice, certificate of origin, insurance policy or certificate, and bill of lading or combined transport document.

There are various types of documentary credits. A revocable credit can be amended or cancelled at any time without prior warning or notification to the seller. An irrevocable credit can be amended or cancelled only with the agreement of all parties thereto. As there are often two banks involved, the issuing bank and the advising bank, the buyer can ask an irrevocable credit to be confirmed by the advising bank. If the advising bank agrees, the irrevocable credit becomes a confirmed irrevocable credit.

The customary clauses contained in a L/C are the following,-

· A clause authorizing the beneficiary to draw bills of exchange up to a certain on the opener.

· List of shipping documents, which are to accompany the bills.

· Description of the goods to be shipped.

· An undertaking by the opening bank that bills drawn in accordance with the conditions will be duly honored.

· Instructions to the negotiating bank for obtaining reimbursement of payments under the credit.

Parties to a letter of credit: The parties to a L/C are,-

1. Importer/buyer

2. Opening bank/Issuing bank

3. Exporter/Seller/Beneficiary

4. Advising bank/Notifying bank

5. Negotiating bank

6. Confirming bank

7. Paying/Reimbursing bank
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FLOWCHART OF LETTER OF CREDIT OPERATION & SETTELEMENT 

MECHANISM
















Description of the Diagram:

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

1. The buyer instructs his bank-the ‘issuing’ bank-to issue a credit in favor of the seller (beneficiary).

2. The issuing bank asks another bank, usually in the country of the seller, to advice or confirm the credit.

3. The advising or confirming bank informs the seller that the credit has been issued.

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

5. The seller then sends the documents evidencing the shipment to the bank where the credit is available (the bank). [This may be the issuing bank, or the confirming bank, or any bank named in the credit as the paying, accepting or negotiating bank, or it may be the advising bank or any bank willing to negotiate under the credit.]

6. The bank checks the documents against the credit. If the document the requirements of the credit, the bank will pay, accept, or negotiate, according to the terms of the credit. In the case of a credit available by negotiation, the issuing bank or the confirming bank will negotiate without recourse. Any other bank, including the advising if it has not confirmed the credit, may negotiate same for payment.

7. The bank, if other than the issuing bank, sends the documents to the issuing bank.

8. The issuing bank checks the documents and if they meet the credit requirements, either-

a) effects payment in accordance with the terms of the credit, either to the seller if he has sent the documents directly to the issuing bank or to the bank that has funds available to him in anticipation, or 

b) Reimburses in the pre-agreed manner the confirming bank or any bank that has paid accepted or negotiated under the credit.

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

10. The buyer sends the transport documents to the carrier who will then proceed to deliver the goods.

6.2(b) Bill of LADING:
A bill of lading is a document that is usually stipulated in a credit when the goods are dispatched by sea. It is evidence of a contract of carriage, is a receipt for the goods, and is a document of title to the goods. It also constituted a document that is, or may be, needed to support an insurance claim.

The details on the bill of lading should include-

· A description of the goods in general terms not inconsistent with in the credit 

· Identify marks and numbers, if any 

· The name of the carrying vessel

· Evidence that the goods have been loaded on board 

· The ports of shipment and discharge 

· The names of shipper, consignee and name address of notifying party

· Whether freight has been paid or is payable at destination

· The number of original bills of lading issued

· The date of issuance

A bill of lading specifically stating that goods are loaded for ultimate destination specifically mentioned in the credit.

6.2(c) Commercial INVOICE:

A commercial invoice is the accounting document by which the seller charges the goods to the buyer. A commercial invoice normally includes the following information:

i) Date

ii) Name and address of buyer and seller

iii) Order or contract number, quantity and description of the goods, unit price and the total price.

iv) Weight of the goods, number of packages, and shipping marks and numbers.

v) Terms of delivery and payment

vi) Shipment details.

6.2(d) Certificate of ORIGIN:

A certificate of origin is a signed statement providing evidence of the origin of the goods.
6.2(e) Inspection CERTIFICATE:

This is usually issued by an independent inspection company located in the exporting country certifying or describing the quality, specification or other aspects of the goods, as called for in the contract and/or the L/C. The inspection company is usually nominated by the buyer who also indicates the types of inspection he wishes the company to undertake.

6.2(f) Insurance CERTIFICATE:

The insurance certificate document must 

i) Be that specified in the credit

ii) Cover the risks specified in the credit

iii) Be consistent with the other documents in its identification of the voyage and description of the goods

iv) Unless otherwise specified in the credit

a. be a document issued and / or signed by an insurance company or its agent, or by underwriters

b. be dated on or before the date of the date shipment as evidenced by the shipping documents or establish that cover is effective at the latest from such date of shipment 

c. be for an amount at least equal to the CIF value of the goods and in the currency of the credit
6.3 Import Section

Import is foreign goods and services purchased by consumers, firms & Governments in Bangladesh .An importer must have Import Registration Certificate (IRC) given by Chief Controller of Import and Exports (CCI & E) to import any thing from other country. To obtain IRC the following certificate are required

i. Trade License

ii. Income tax clearance certificate

iii. Nationality certificate 

iv. Bank’s solvency certificate 

v. Asset certificate 

vi. Registration partnership deed (if any)

vii. Memorandum and article of association / certificate of incorporation (if any)

viii. Rent receipt of the business premises

ix. Certificate of incorporation (if any)

6.3 (a) IMPORT PROCEDURE:

To import through TBL, a customer requires-

1. Bank account

2. Import Registration Certificate

3. Tax Paying Identification Number

4. Proforma Invoice Indent

5. Membership Certificate

6. LC Application form duly attested

7. One set of IMP Form

8. Insurance Cover note with money receipt

9. Others

Chart-2

Flowchart of Import Procedure

The import procedure can be shown by the following flow chart,-
































IMPORT MECHANISM:

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

IMPORTER’S APPLICATION FOR L/C LIMIT/MARGIN:

To have an import L/C limit, an importer submits an application to the Department of EBL furnishing the following information, -

1. full particulars of bank account

2. nature of business

3. required amount of limit 

4. payment terms and conditions

5. goods to be imported

6. offered security

7. repayment schedule

A credit Officer scrutinizes this application and accordingly prepares a proposal (CLP) and forwards it to the Head Office Credit Committee (HOCC). The Committee, if satisfied, sanctions the limit and returns back to the branch. Thus the importer is entitled for the limit.

THE L/C APPLICATION: 

TBL provides a printed form for opening of L/C to the importer. A special adhesive stamp is affixed on the form.  While opening, the stamp is cancelled. Usually the importer expresses his desire to open the L/C quoting the amount of margin in percentage. The importer gives the following information,-

a. Full name and address of the importer.

b. Date and place of expiry of the credit

c. The mode of the transmission of document (mail/courier/telex)

d. Whether the confirmation of the credit is requested by the beneficiary or not

e. Whether the partial shipment is allowed or not

f. The type of loading (loading on board)

g. Brief description of the goods to be imported.

h. Availability of the credit by sight payment acceptance /negotiation/deferred payment.

i. The time bar within which the document should be presented.

j. Sales terms (FOB/C &F/CIF)

k. Account number

l. L/C amount

m. shipping mark

n. HS Code no of the goods to be imported.

o. IRC Number

p. LCA Number

q. Insurance cover note

r. Country of origin

The above information is given along with the following documents, -

a. Proforma Invoice stating description of the goods including quantity, unit price etc.

b. The insurance cover note, issuing company and the insurance number.

c. Four set of IMP Form

6.3(b) SCRUTINIZATION OF L/C APPLICATION:

The TBL Official scrutinizes the application in the following manner,-

· The terms and conditions of the L/C must be complied with UCPDC 500 and Exchange Control & Import Trade Regulation.

· Eligibility of the goods to import

· The L/C must not be opened in favor of the importer.

· Radioactivity report in case of food item.

· Survey report or certificate in case of old machinery

· Carrying vessel is not of Israel

· Certificate declaring that the item is in operation not more than 5 years in case of car.

Now if the Officer thinks fit the application to open an L/C, the following entries are given to realize the L/C commission, charges, postage, L/C margin etc.,-

Client’s Account-------------------------------------Dr.

Sundry deposit margin on L/C-----------------------------------Cr.

Sundry deposit margin foreign currency clearing A/C--------Cr.

Income A/C commission--------------------------------------- --Cr.

Income A/C (postage/telex)----------------------------------- --Cr.

After that, L/C number and the above entries are given in the L/C Register. The contra entries stating the liability of the bank and the client are as follows,-

Client’s Liability------------------------------------Dr.

Bank’s Liability-------------------------------------------------Cr.

TRANSMISSION OF L/C:

The transmission of L/C is done through tested telex or fax to advise the L/C to the beneficiary.

ADVISING A LETTER OF CREDIT:

The advising or notifying bank is the bank through which the L/C is advised to the exporter. It is a bank situated in the exporting country and it may be a branch of the opening bank. It becomes customary to advise a credit to the beneficiary through an advising bank. Advising depicts the proof of authenticity of the credit to the seller. The opening bank has corresponding relationship or arrangement throughout the world by which the L/C is advised. Actually the advising bank does not take any liability if otherwise not requested.

6.3(c)ADDING CONFIRMATION:

Adding confirmation is done by the confirming bank. Confirming bank is a bank which adds its confirmation to the credit and it is done at the request of the issuing bank. The confirming bank may or may not be the advising bank. The advising usually does not it if there is not a prior arrangement with the issuing bank. By being involved as a confirming agent the advising bank undertakes to negotiate beneficiary’s bill without recourse to him.

a) Issue L/C and request to add confirmation

b) Review the L/C terms


c) Provide reimbursement

d) Drafts to be drawn on L/C opening bank

e) Availability of credit facilities

f) Line allocation from the business & ownership units in the importer’s country

g) Confirm & advise L/C



CREDIT REPORT:

If the amount of L/C exceeds a certain limit, TBL takes the credit report of the beneficiary to ensure the worthiness of the of supplying goods

3.3(d)AMENDMENT OF LETTER OF CREDIT:

Parties involved in a L/C, particularly the seller and the buyer cannot always satisfy the terms and conditions in full as expected due to some obvious and genuine reason .In such a situation, the credit should be amended. TBL transmits the amendment by tested telex to the advising bank .In case of revocable credit; it can be amended or cancelled by the issuing bank at any moment and without prior notice to the beneficiary. But in case of irrevocable letter of credit, it can neither be amended nor cancelled without the agreement of the issuing bank, the confirming bank (if any) and the beneficiary. If the L/C is amended, service charge and telex charge is debited from the party account accordingly.

RETIREMENT OF THE SHIPPING DOCUMENTS:
On scrutiny, if it is found that the document drawn in conformity with the terms of the credit i.e. the documents are in order TBL lodges the documents in PAD and the following vouchers are passed, -

ACCOUNTING TEREATMENT:

Sundry Deposit L/C Margin A/C--------------------Dr.

PAD A/C------------------------------------------------------------Cr.

(Margin amount transferred to PAD A/C)

Customer A/C----------------------------------------Dr.

PAD A/C -----------------------------------------------------------Cr.

(Customer account debited for the remaining amount)

PAD A/C ---------------------------------------------Dr.

Head Office A/C +Exchange Trading A/C-----------------------Cr.

Income A/C interest on PAD-------------------------------------Cr.

(Amount given to Head Office ID and interest credited)

Reversal Entries:

Banker’s Liability ------------------------------------Dr.

Customer’s Liability --------------------------------------------Cr.

(When lodgment is given)

After realizing the telex charge, service charge, interest (if any), the shipping documents is then stamped with PAD Number & entered in the PAD Register. Intimation is given to the customer calling on the bank’s counter requesting retirement of the shipping documents. After passing the necessary vouchers, endorsements is made on the back of the Bill Of Exchange as “Received Payment” and the Bill Of Lading is endorsed to the effect “Please deliver to the order of M/S---------”, under two authorized signatures of the bank’s officers (P.A. Holder). Then the documents are delivered to the Importer.

6.3(E)Precautions taken by officer before issuing L/C

After submission of Documentary Letter of Credit application from, the concerned officer scrutinize the terms and conditions that mentioned in application he must check the following things:

Whether the terms and conditions of L/C application are consistent with Exchange Control and Import Trade regulation, UCPDC-500.

L/C must not be opened in favor of the importer or his agent

L/C must be signed by the importer agreeing all terms and conditions mentioned in the application

Indenting registration number

Whether IMP from dully filled and signed 

Validity of IRC 

Insurance cover note with date of shipment 

The HS code of the goods

The balance of the accounts of the importer 

The goods are not from Israel to be used is not of Israel

The issuing officer will try to keep as much margin as possible

Accounting treatment: 

	Particulars
	Dr./Cr.

	Party A/C
	Dr.

	L/C margin A/C

Income A/C commission

Telex charge

Postage

Foreign correspondent charge

VAT
	Cr. 

Cr.

Cr.

Cr.

Cr.

Cr.


 Later on the officer prepares a contra voucher:

	Particulars 
	Dr./Cr.

	Customer’s liability on L/c
	Dr.

	Banker’s liability on L/C
	Cr.


Dispatching the import L/C:

After opening of import L/C, branch dispatches the L/C. branch sends an original copy of the L/C for negotiating and a copy to the advising bank for advising. It also sends reimbursing bank for reimbursement.

Radio Activity Report (applicable for import of foods only)

After receiving all the documents, the negotiating bank then checks the documents against the credit, if the documents are found in order, the bank will sends to the issuing bank.

Lodgment and Retirement Section:

Lodgment means retirement of funds. If the documents receiving from the negotiating bank also scrutinize the documents. The officer carefully examines the following points:

PAD:

This is the most sensitive task of the Import Department. The Officials have to be very much careful while making payment. This task constitutes following:

Date of payment:

Usually payment is made within seven days after the documents have been received. If payment is become deferred, the negotiating bank may claim interest for making delay.

Preparing sale memo:

A sale memo is made at B.C rate to the customer. As the T.T and O.D rate is paid to the ID, the difference between these two rates is exchange trading. Finally, an Inter Branch Exchange Trading Advice is sent to ID.

Requisition for the foreign currency:

For arranging necessary fund for payment, a requisition is sent to International Department.

Transmission of telex:

A telex is transmitted to the correspondent bank that payment is being made.

Loan against Imported Merchandise (L.I.M):

Loan against import merchandise through the bank may be allowed retaining margin prescribed on their Landed Cost, depending on the categories and credit restrictions imposed by the Bangladesh bank /head office from time to time. Branches shall also obtain letter of undertaking and indemnity from the clients, before getting goods cleared through LIM account. Clearance of the goods should be taken through Approved Clearing Agent of the Bank.

The following points must be taken to consideration while allowing advance against the security of imported goods.

Storage of imported goods under LIM facility may be allowed for specified time as prescribed by Bangladesh Bank /head office of the bank within which period importer should take delivery of the goods against payment, generally part delivery is not allowed from LIM account. This may however, be allowed only on specific request and consideration. While allowing part delivery, it must be ensured that the landed cost of the merchandise is properly worked out before the goods are delivered to the customers against proportionate payments. Landed cost of valuable and less valuable items should not be averaged together. 

6.5. Import business of TBL:

Transmission of telex: A telex is transmitted to the correspondent bank ensuring that payment is being Import Business of Trust Bank LTD from the year 2001 to 2005
	Year
	Import business

(In million taka)
	Growth

	2001
	12268.00
	33.07

	2002
	15112.50
	23.19

	2003
	20380.80
	34.86

	2004
	28325.20
	38.98

	2005
	33271.90
	17.46


Source: Annual Report 2004 & 2005 of Trust Bank Limited
      Graphical presentation of Import business of TBL
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It can be seen from the table and the graph that the import business of TBL is increasing every year at a very high rate. In the year 2003 and 2004 the increase is more compared to the other three years. The increasing trend reflects that the import business will also keep increasing in the coming years. But alternatively we can also observe that the percentage growth in import business has fluctuated. In the year 2001, 2003, 2004 it has been increased. In the year 2005 it is only 17.46%, which is 21.52% lower than the year 2004.Though the growth rate is not increased that much but the volume of import is increasing every year.

Graphical presentation of Import Business of TBL as growth (%)
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Chapter # 07
EXPORT SECTION
6.6. EXPORT

There is profit to be made in exports. The international market is much larger than the local market. Growth rates in many overseas markets far outpace domestic market growth. And meeting and beating innovative competitors abroad can help companies keep the edge they need at home.

There are also real costs and risks associated with exporting. It is up to each company to weigh the necessary commitment against the potential benefit.

Ten important recommendations for successful exporting should be kept in mind: 

· Obtain qualified export counseling and develop a master international marketing plan before starting an export business. The plan should clearly define goals, objectives, and problems encountered. 

· Secure a commitment from top management to overcome the initial difficulties and financial requirements of exporting. Although the early delays and costs involved in exporting may seem difficult to justify in comparison with established domestic sales, the exporter should take a long-range view of this process and carefully monitor international marketing efforts. 

· Take sufficient care in selecting overseas distributors. The complications involved in overseas communications and transportation require international distributors to act more independently than their domestic counterparts. 

· Establish a basis for profitable operations and orderly growth. Although no overseas inquiry should be ignored, the firm that acts mainly in response to unsolicited trade leads is trusting success to the element of chance. 

· Devote continuing attention to export business when the local market booms. Too many companies turn to exporting when business falls off in the domestic market. When domestic business starts to boom again, they neglect their export trade or relegate it to a secondary position. 

· Treat international distributors on an equal basis with domestic counterparts. Companies often carry out institutional advertising campaigns, special discount offers, sales incentive programs, special credit term programs, warranty offers, and so on in the domestic market but fail to make similar offers to their international distributors. 

· Do not assume that a given market technique and product will automatically be successful in all countries. What works in Japan may fall flat in Saudi Arabia. Each market has to be treated separately to ensure maximum success. 

· Be willing to modify products to meet regulations or cultural preferences of other countries. Local safety and security codes as well as import restrictions cannot be ignored by foreign distributors. 

· Print service, sale, and warranty messages in locally understood languages. Although a distributor's top management may speak English, it is unlikely that all sales and service personnel have this capability. 

· Provide readily available servicing for the product. A product without the necessary service support can acquire a bad reputation quickly. 

6.7. EXPORT LC PROCES

The letter of credit is a highly standardized instrument, which has evolved over many years into a reliable method of effecting payment for commercial transactions throughout the world. To ensure a seamless transaction when relying on an export letter of credit for payment, it is important to understand the responsibilities of the parties. 

Elements of the Letter of Credit 

Every letter of credit should be scrutinized as soon as it is received. Special attention should be paid to the following key elements. 

	· PRIVATE
Key Dates. These include the latest date for shipment, the number of days for presentation of documents, payment (in the case of deferred payment or time letters of credit), shipping frequency (in the case of a multiple shipment letter of credit), and the expiration date. These dates should be realistic and acceptable. 

· Amount. A letter of credit which says “about $X” means the exporter may draw 10% more or less. If the merchandise description calls for “about X” amount of product, then the exporter may ship 10% more or less. 

· Documentary Requirements. Documents should be obtainable in time to meet the latest date for presentation. Special consideration must be given requirements for consularized invoices, inspection certificates and evidence of prior notification. 

· Negotiability. The letter of credit can be freely negotiable or restricted to the counters of a named bank. 


6.8. EXPORT FINANCING

Export Financing can be two types: -

i) Pre-shipment Credit

ii) Post Shipment Credit

i) Pre Shipment Credit

Pre Shipment credit, as the name suggest, is given to finance the activities of an exporter prior to the actual shipment of goods. Pre shipment credit is essentially a short-term credit and liquidated by negotiation or purchase of export bills covering the merchandise. Generally, the bank grants pre-shipment credit against irrevocable, confirmed, unrestricted letter of credit received by an exporter from an overseas buyer. Before extending pre-shipment credit, the bank takes into consideration the credit worthiness, export performance of the exporters and other documents and information which are otherwise required for sanction of loan as per the existing rules and regulation in force. 

A. Export Cash Credit (Hypothecation)

B. Export Cash Credit (Pledge)

C. Export Cash Credit against Trust Receipt

D. Packing Credit

E. Back-to-Back Letter of Credit

F. Credit against Red-Clause Letter of Credit. 

A. Export Cash Credit (Hypothecation)

Under this arrangement, a credit is sanction against hypothecation of the raw materials or finished goods for export. Such facility is allowed only to major exporters. As the bank has got no security in this case, except charge documents and lien of export L/C or contract, the bank normally insists on the exporter furnishing collateral security. The letter of hypothecation creates a charge against the merchandise in favor of the bank but neither the ownership nor the possession is passes to it. 

B. Export Cash Credit (Pledge)

This credit facility is allowed against a pledge of exportable goods or raw materials. In this case, cash credit facilities are extended against the pledge of goods to be stored in the godown under bank's control by signing a letter of pledge and other pledge documents. The exporter surrenders the physical possession of the goods to the bank's effective control as security for payment of bank dues. In the event of failure of the exporter to honor his commitment, the bank can sell the pledge merchandise for recovery of the advance.     

C. Export Credit against Trust Receipt

In this case, credit limit is sanctioned against Trust Receipt (TR). Here also, unlike the pledge, the exportable goods remain in the custody of the exporter. He is required to execute a stamped export trust receipt in favor of the bank, wherein a declaration is made that goods purchased with financial assistance's of bank are held by him in trust for the bank. Thus type of credit is granted when the exporter wants to utilize the credit for processing, packing and rendering the goods in exportable condition and when it seems that exportable goods cannot be taken into bank's custody. This facility is allowed only to the major party and collateral security is generally obtained in this case. 

D. Packing Credit

In this case, credit facilities are extended against security of Railway Receipt/Steamer Receipt/Barge Receipt/Truck Receipt evidencing transportation of goods to the port for shipment of the goods in addition to the usual charge documents and lien of export letter of credit. This type of credit is sanctioned for the transitional period from dispatch of the goods till negotiation of the export documents. The drawings under export cash credit (hypothecation/pledge) limit are generally adjusted by drawings in packing credit limit which is in turn liquidated by negotiation of export documents. 

E. Back-to-Back Letter of Credit

Under this arrangement, the bank finances export by opening a letter of credit on behalf of the exporter who has received a letter of credit from the overseas buyer. As he (the exporter) is required to purchase raw materials for producing exportable, this new letter of credit is opened in favor of the supplier of raw materials within or outside the country. Since the second letter of credit is opened on the strength of, and backed by, another letter of credit it is called back-to-back credit. The need for a back-to-back credit arises because the beneficiary of the original (export) letter of credit may have to procure the raw materials from the actual producer or supplier, who may not supply the raw materials unless its payment is guaranteed by the bank in the form of letter of credit. The bank's credit related to back-to-back L/C is realized subsequently from export proceeds. 

F. Advance against a Red-clause Letter of Credit
Under a Red clause letter of credit, the opening bank authorizes the advising bank/negotiation bank to make an advance to the beneficiary prior to shipment to enable him to procure and store the exportable goods in anticipation of his effecting the shipment and submitting a bill under the L/C. As the clause containing such authority is printed/typed in red ink, the L/C is called Red Clause L/C. Though it is not prohibited, it is very rare in Bangladesh. 

ii. POST-SHIPMENT CREDIT

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

A. Negotiation of documents under L/C

B. Purchase of DP & DA Bills

C. Advance against Export Bills surrendered for collection

A. Negotiation of Documents under L/C

Under this arrangement, after the goods are shipped, the exporter submits the concerned documents to the negotiating bank for negotiation. The documents should be negotiated strictly in accordance with the terms and conditions and within the period mentioned in the letter of credit. If the documents are found to comply to comply with the terms and conditions of L/C, the bank may purchase/discount the draft/documents. 
B. Purchase of DP & DA Bills

In such a case, the bank purchased/discount the DP (Documents against Payment) and DA (Documents against Acceptance) bills operated under the payment method of documentary collection. While doing so, the banks should scrutinize all the export documents separately and minutely, and clear instructions have to be obtained from the drawer of the bill in regard to all-important issues related to the negotiation of the bills. Purchase and discount of bills under open account mode of payment has not been found to be practiced by the banks in Bangladesh.   

C. Advances against Bills for Collection

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

6.9. Position of Export Business of TBL:

   Export Business of Trust Bank LTD from the year 2001 to 2005
 Export business of TBL (In million taka)

	Year
	Export business
	Growth

	2001
	10457.50
	59.55

	2002
	11377.30
	8.80

	2003
	15250.60
	34.04

	2004
	17411.00
	14.17

	2005
	24108.57
	38.47


Source: Annual Report 2004 & 2005 of Trust Bank Limited

 Graphical presentation of Export business of TBL
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It can be seen from the table and the graph that the export business of TBL has an increasing trend. In the year 2005 the business is seen to be the highest compared to other years. The increasing trend reflects that the export business will also keep increasing in the coming years. But alternatively we can also observe that the percentage growth in export business has fluctuated. One year it has been increased then another year it has been decreased. The highest growth rate was in the year 2001 and the lowest one is in the year 2002. The bank handled an export volume of tk 24108.57 million during the year 2005 as compared to tk 17411.00 million in the previous year (2004), which is the highest volume of export in five years.

Graphical presentation of Export Business of TBL as growth (%)
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6.6. EXPORT

There is profit to be made in exports. The international market is much larger than the local market. Growth rates in many overseas markets far outpace domestic market growth. And meeting and beating innovative competitors abroad can help companies keep the edge they need at home.

There are also real costs and risks associated with exporting. It is up to each company to weigh the necessary commitment against the potential benefit.

Ten important recommendations for successful exporting should be kept in mind: 

· Obtain qualified export counseling and develop a master international marketing plan before starting an export business. The plan should clearly define goals, objectives, and problems encountered. 

· Secure a commitment from top management to overcome the initial difficulties and financial requirements of exporting. Although the early delays and costs involved in exporting may seem difficult to justify in comparison with established domestic sales, the exporter should take a long-range view of this process and carefully monitor international marketing efforts. 

· Take sufficient care in selecting overseas distributors. The complications involved in overseas communications and transportation require international distributors to act more independently than their domestic counterparts. 

· Establish a basis for profitable operations and orderly growth. Although no overseas inquiry should be ignored, the firm that acts mainly in response to unsolicited trade leads is trusting success to the element of chance. 

· Devote continuing attention to export business when the local market booms. Too many companies turn to exporting when business falls off in the domestic market. When domestic business starts to boom again, they neglect their export trade or relegate it to a secondary position. 

· Treat international distributors on an equal basis with domestic counterparts. Companies often carry out institutional advertising campaigns, special discount offers, sales incentive programs, special credit term programs, warranty offers, and so on in the domestic market but fail to make similar offers to their international distributors. 

· Do not assume that a given market technique and product will automatically be successful in all countries. What works in Japan may fall flat in Saudi Arabia. Each market has to be treated separately to ensure maximum success. 

· Be willing to modify products to meet regulations or cultural preferences of other countries. Local safety and security codes as well as import restrictions cannot be ignored by foreign distributors. 

· Print service, sale, and warranty messages in locally understood languages. Although a distributor's top management may speak English, it is unlikely that all sales and service personnel have this capability. 

· Provide readily available servicing for the product. A product without the necessary service support can acquire a bad reputation quickly. 

6.7. EXPORT LC PROCES

The letter of credit is a highly standardized instrument, which has evolved over many years into a reliable method of effecting payment for commercial transactions throughout the world. To ensure a seamless transaction when relying on an export letter of credit for payment, it is important to understand the responsibilities of the parties. 

Elements of the Letter of Credit 

Every letter of credit should be scrutinized as soon as it is received. Special attention should be paid to the following key elements. 

	· PRIVATE
Key Dates. These include the latest date for shipment, the number of days for presentation of documents, payment (in the case of deferred payment or time letters of credit), shipping frequency (in the case of a multiple shipment letter of credit), and the expiration date. These dates should be realistic and acceptable. 

· Amount. A letter of credit which says “about $X” means the exporter may draw 10% more or less. If the merchandise description calls for “about X” amount of product, then the exporter may ship 10% more or less. 

· Documentary Requirements. Documents should be obtainable in time to meet the latest date for presentation. Special consideration must be given requirements for consularized invoices, inspection certificates and evidence of prior notification. 

· Negotiability. The letter of credit can be freely negotiable or restricted to the counters of a named bank. 


6.8. EXPORT FINANCING

Export Financing can be two types: -

iii) Pre-shipment Credit

iv) Post Shipment Credit

ii) Pre Shipment Credit

Pre Shipment credit, as the name suggest, is given to finance the activities of an exporter prior to the actual shipment of goods. Pre shipment credit is essentially a short-term credit and liquidated by negotiation or purchase of export bills covering the merchandise. Generally, the bank grants pre-shipment credit against irrevocable, confirmed, unrestricted letter of credit received by an exporter from an overseas buyer. Before extending pre-shipment credit, the bank takes into consideration the credit worthiness, export performance of the exporters and other documents and information which are otherwise required for sanction of loan as per the existing rules and regulation in force. 

G. Export Cash Credit (Hypothecation)

H. Export Cash Credit (Pledge)

I. Export Cash Credit against Trust Receipt

J. Packing Credit

K. Back-to-Back Letter of Credit

L. Credit against Red-Clause Letter of Credit. 

G. Export Cash Credit (Hypothecation)

Under this arrangement, a credit is sanction against hypothecation of the raw materials or finished goods for export. Such facility is allowed only to major exporters. As the bank has got no security in this case, except charge documents and lien of export L/C or contract, the bank normally insists on the exporter furnishing collateral security. The letter of hypothecation creates a charge against the merchandise in favor of the bank but neither the ownership nor the possession is passes to it. 

H. Export Cash Credit (Pledge)

This credit facility is allowed against a pledge of exportable goods or raw materials. In this case, cash credit facilities are extended against the pledge of goods to be stored in the godown under bank's control by signing a letter of pledge and other pledge documents. The exporter surrenders the physical possession of the goods to the bank's effective control as security for payment of bank dues. In the event of failure of the exporter to honor his commitment, the bank can sell the pledge merchandise for recovery of the advance.     

I. Export Credit against Trust Receipt

In this case, credit limit is sanctioned against Trust Receipt (TR). Here also, unlike the pledge, the exportable goods remain in the custody of the exporter. He is required to execute a stamped export trust receipt in favor of the bank, wherein a declaration is made that goods purchased with financial assistance's of bank are held by him in trust for the bank. Thus type of credit is granted when the exporter wants to utilize the credit for processing, packing and rendering the goods in exportable condition and when it seems that exportable goods cannot be taken into bank's custody. This facility is allowed only to the major party and collateral security is generally obtained in this case. 

J. Packing Credit

In this case, credit facilities are extended against security of Railway Receipt/Steamer Receipt/Barge Receipt/Truck Receipt evidencing transportation of goods to the port for shipment of the goods in addition to the usual charge documents and lien of export letter of credit. This type of credit is sanctioned for the transitional period from dispatch of the goods till negotiation of the export documents. The drawings under export cash credit (hypothecation/pledge) limit are generally adjusted by drawings in packing credit limit which is in turn liquidated by negotiation of export documents. 

K. Back-to-Back Letter of Credit

Under this arrangement, the bank finances export by opening a letter of credit on behalf of the exporter who has received a letter of credit from the overseas buyer. As he (the exporter) is required to purchase raw materials for producing exportable, this new letter of credit is opened in favor of the supplier of raw materials within or outside the country. Since the second letter of credit is opened on the strength of, and backed by, another letter of credit it is called back-to-back credit. The need for a back-to-back credit arises because the beneficiary of the original (export) letter of credit may have to procure the raw materials from the actual producer or supplier, who may not supply the raw materials unless its payment is guaranteed by the bank in the form of letter of credit. The bank's credit related to back-to-back L/C is realized subsequently from export proceeds. 

L. Advance against a Red-clause Letter of Credit
Under a Red clause letter of credit, the opening bank authorizes the advising bank/negotiation bank to make an advance to the beneficiary prior to shipment to enable him to procure and store the exportable goods in anticipation of his effecting the shipment and submitting a bill under the L/C. As the clause containing such authority is printed/typed in red ink, the L/C is called Red Clause L/C. Though it is not prohibited, it is very rare in Bangladesh. 

iii. POST-SHIPMENT CREDIT

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

D. Negotiation of documents under L/C

E. Purchase of DP & DA Bills

F. Advance against Export Bills surrendered for collection

D. Negotiation of Documents under L/C

Under this arrangement, after the goods are shipped, the exporter submits the concerned documents to the negotiating bank for negotiation. The documents should be negotiated strictly in accordance with the terms and conditions and within the period mentioned in the letter of credit. If the documents are found to comply to comply with the terms and conditions of L/C, the bank may purchase/discount the draft/documents. 
E. Purchase of DP & DA Bills

In such a case, the bank purchased/discount the DP (Documents against Payment) and DA (Documents against Acceptance) bills operated under the payment method of documentary collection. While doing so, the banks should scrutinize all the export documents separately and minutely, and clear instructions have to be obtained from the drawer of the bill in regard to all-important issues related to the negotiation of the bills. Purchase and discount of bills under open account mode of payment has not been found to be practiced by the banks in Bangladesh.   

F. Advances against Bills for Collection

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

6.9. Position of Export Business of TBL:

   Export Business of Trust Bank LTD from the year 2001 to 2005
 Export business of TBL (In million taka)

	Year
	Export business
	Growth

	2001
	10457.50
	59.55

	2002
	11377.30
	8.80

	2003
	15250.60
	34.04

	2004
	17411.00
	14.17

	2005
	24108.57
	38.47


Source: Annual Report 2004 & 2005 of Trust Bank Limited

 Graphical presentation of Export business of TBL
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It can be seen from the table and the graph that the export business of TBL has an increasing trend. In the year 2005 the business is seen to be the highest compared to other years. The increasing trend reflects that the export business will also keep increasing in the coming years. But alternatively we can also observe that the percentage growth in export business has fluctuated. One year it has been increased then another year it has been decreased. The highest growth rate was in the year 2001 and the lowest one is in the year 2002. The bank handled an export volume of tk 24108.57 million during the year 2005 as compared to tk 17411.00 million in the previous year (2004), which is the highest volume of export in five years.

Graphical presentation of Export Business of TBL as growth (%)
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CHAPTER 8

Risk
7.1. Risk
7.2. Sources of risk & Management of risks 
CHAPTER 9
Findings, Recommendation and Conclusion
Now a day, Trust Bank Limited performs better in the banking sector but it has not achieved the best in the banking sector. However from the study of this bank, in spite of their well reputation, there are some problems in their services and policy implication. I have observed some lacking in some area of its operation during my three months internship program in Trust Bank Limited which I have furnished below: 

· Growth in assets depends on how fast deposits grow. But in the deposit side Trust Bank is facing some problems from their competitors because the competitors are giving higher interest rate in deposit. That’s why lots of depositors are leaving Trust Bank Ltd;

· Number of branches of Trust Bank Ltd is not enough to serve the potential customer than its rival banks. The bank is concentrating less in the 
rural sector than the urban sector for that it cannot reach to the entire rural people like any other nationalized public bank such as Sonali Bank, Rupali Bank, etc;

· Trust Bank’s EPS is decreasing day by day which imposes negative impact on the potential investors of the bank as well as the negative image for the bank; 

· Higher service charges comparing to other banks sometimes discourage opening or maintaining accounts of Trust Bank LTD. This is the biggest problems of Trust Bank Ltd which make the customer less attractive towards the banks; 

· The bank is sometimes left behind because of the absence of innovation of new segment in deposit collection and loans; 

· Lack of proper coordination between different departments in the bank; 

· Lack of customer motivation power in the personnel of customer service department (general banking department) which often dissatisfy the valued customers; 

· There are few officers in the customer service department often fails to take care of proper customer need and requirements. 

· Sometimes problem arises due to the system failure and a long queue is found during, the system failure. These gives rise to a longer time in providing services, signature verify and balance check become impossible which create a huge problem in doing the work in proper way. 

· All the departments of the bank are not fully equipped with computers. Sometimes employee has to wait for availability of computers and also lack of computer knowledge.
· Trust Bank Ltd have not yet setup proper network system to its all the branches. For that reason it cannot perform online transaction to all the branches;
· Branches do not have proper solutions against power cut;

· Trust Bank does not offer consumer loans to its officers except AVP rank, so the officers under AVP rank is de-motivated;

· There is limited number of ATM booths for the bank, which often creates problem for the ATM card user at time of urgent money need;

· Trust Bank’s HR department controls its branches centrally from the Head Office so that it is impossible for them to get the proper attachment to its employees. They evaluate their performance without conducting with them properly, which often makes biasness. 

· There is no way for recreation for the employees. Repetitive works create bore dome and it also lowers the productivity and efficiency. 

Suggestions:

· Though Trust Bank showed the reason of lowering the EPS issuing right shares for the certain year. But it is not the satisfactory reasoning; the bank should increase its net income doing efficient utilization of investment of the shareholders. Negative image often turns out the potential investors, which lowers the market price of the share. Management should give keen eye on this matter.

· Service charge should be reduced compared to other rival banks and should provide extra facilities with its services.

· The existing ATM booths are not enough to meet the consumers demand. So the bank should increase the number of booths and those must be placed in convenient locations. Moreover the bank should check the existing ATM booths whether they are functioning properly on not;

· Good training and proper education have to be given to the personnel dealing with the customers. So that they can motivate the customers and be more inclined with the customer’s need and requirements, which leads to the overall customer satisfaction;

· Proper measure should be taken to reduce system failure to run the bank flawless; 

· Trust Bank has to observe its competitors wisely and make its product more attractive than its competitors. At any cost it has to be one step ahead from its competitors.
· The bank’s HR department should be more active, should communicate with the employees directly to know their problems, quarries. At the time of performance evaluation they should be bias less, other wise it will hamper the motivation of the employees. 

·  Trust Bank should practice a participant managerial process because in this all the workers get the chance for participating in problem recognition and problem solving, which will make the employees feel better. This will work as a motivation weapon. Also award-giving system should be activated depending on the performance appraisal of the employees.

· The employees of the bank must well aware of using the equipments, especially computers. Today almost everything can be done through a computer. So the management should make the computer knowledge must for the staffs.
· The goal of an organization is to ‘maximizing shareholders wealth’, but this is not the only thing that a company should look for. TRUST should increase its participation in various social awareness program, sponsoring cultural and sports events etc. these things will certainly increase its acceptability among the society.
 Some Threats for Trust Bank Ltd:

 The emergence of several private and foreign banks with in the last few years offering similar services with less or free charge for the facilities can be a major threat for the bank. 

· The central Bank exercises strict control over all banking activities in local banks, which sometimes impose barriers in the normal operation and policies of the bank.

· Rival bank easily copy the product offering by Trust Bank.

· Sometimes political loans are threat for the banking services. If the management of Trust Bank Limited takes care of these things then the bank can perform best in the private banking sector in Bangladesh and satisfying its customer properly. 

Conclusion:
The financial system of Bangladesh consists of Bangladesh Bank (BB) as the central bank, 4 nationalized commercial banks (NCB), 5 government owned specialized banks, 39 domestic private banks, 10 foreign banks and 28 non-bank financial institutions. The financial system also embraces insurance companies, stock exchanges and co-operative banks. The commercial banking system dominates Bangladesh’s financial sector with limited role of Non-Bank financial Institutions and the capital market. The Banking sector alone accounts for a substantial share of assets of the financial system. The banking system is dominated by the 4 Nationalized Commercial Banks, which together controlled more than 54% of deposits and operated 3396 branches (55% of the total) as of June 30, 2003. So it’s difficult for a bank to survive unless it provides good quality and prompt services to its clients. The general banking division should provide utmost services to retain the clients and should also try to attract more of them. The bank should have a good amount of deposit, for this it already have good number of savings schemes, but reducing interest rate will certainly cut down depositor, so It should offer either the same or higher than Its competitors. 
Borrower should be watched constantly and if borrower becomes defaulter the bank should issue legal notice to the defaulter. The bank should concentrate to recover the full loans from the borrower. Experience and efficient employees should handle foreign exchange department. Foreign Trade section handles millions and millions taka every day, so it should be done with caution and with utmost importance. On the whole the customer wants good, efficient and prompt service from a bank, so the bank should concentrate on better customer service every time. 

TRUST is steering a modern commercial bank, focused on the areas of core business of Consumer Banking, Corporate Banking and International Banking. The Bank’s greatest assets are the trust of its customers. To keep this trust the bank maintains professional and ethical standards amidst all odds of competitive environment. Trust Bank is committed to seize the opportunities that lie ahead of it and its capable to build up an even more robust and profitable organization maintaining its commitments and standards. 
Appendix
Financial Summary: 

A summary of the overall performance of the TRUST is given below:

	Particulars
	1999
	2000
	2001
	2002
	2003
	2004
	2005

	Income Statement


	

	Interest Income
	86.18
	490.85
	964.59
	1281.19
	1588.67
	2120.82
	2720.38

	Interest Expense
	62.47
	364.95
	700.99
	923.11
	1115.82
	1509.00
	1987.16

	Net Interest Income
	23.71
	125.90
	263.60
	358.08
	472.85
	611.82
	733.22

	Non-Interest Income
	28.65
	178.40
	304.31
	311.11
	401.05
	596.85
	752.13

	Non-Interest Expense
	32.21
	112.17
	163.75
	207.95
	298.58
	386.91
	518.12

	Net Non-Interest Expense
	(3.56)
	66.23
	140.56
	103.16
	102.47
	209.58
	234.01

	Profit before Provision & Tax
	20.15
	192.13
	404.16
	461.24
	575.32
	821.76
	967.23

	Profit after Provision before Tax
	11.47
	161.77
	374.96
	429.04
	427.32
	554.26
	703.33

	Profit after Tax
	6.88
	97.06
	214.96
	256.54
	215.91
	312.58
	386.83

	Balance Sheet
	

	Authorized Capital
	800.00
	800.00
	1200
	1200
	1200
	1200
	1200

	Paid-up Capital
	245
	245
	276.85
	319.77
	639.53
	799.41
	999.27

	Total Capital
	261.06
	389.96
	596.44
	684.56
	1235.23
	1617.81
	2045.85

	Deposit
	3104.63
	8896.20
	12234.70
	15150.42
	16285.19
	22385.19
	25727.43

	Loans & Advances
	871.46
	3912.97
	6707.42
	8896.19
	10775.95
	17669.29
	21857.05

	Investment 
	70.18
	450.32
	882.47
	1382.29
	2107.26
	3108.51
	3517.68

	Fixed Assets
	17.97
	51.39
	67.76
	69.55
	81.50
	103.54
	366.80

	Total Assets
	341.45
	9364.50
	13085.86
	16383.17
	18324.73
	24098.09
	28890.48

	Foreign Exchange Business
	

	Import
	2096.20
	9219.50
	12268.00
	15112.50
	20380.80
	28325.20
	33271.90

	Export
	1011.00
	6554.40
	10457.50
	11377.30
	12250.60
	17411.00
	24108.57

	Remittance
	42.60
	368.80
	308.40
	496.30
	474.00
	671.30
	679.10

	BIS Capital Measures


	

	Total risk Weight Assets
	905.50
	3638.30
	6170.50
	8437.55
	11788.09
	15793.41
	19693.04

	Core Capital (Tier 1)
	252.22
	348.98
	527.19
	594.09
	1129.77
	1442.35
	1829.19

	Supplementary Capital (Tier 11)
	8.84
	40.98
	69.25
	90.46
	105.46
	175.46
	216.66

	Tier 1 Capital Ratio
	27.85%
	9.59%
	8.54%
	7.04%
	9.58%
	9.13%
	9.29%

	Tier 11 Capital Ratio
	0.98%
	1.13%
	1.12%
	1.07%
	0.90%
	1.11%
	1.10%

	Total Capital Ratio
	28.83%
	10.72%
	9.66%
	8.11%
	10.48%
	10.24%
	10.39%

	Credit Quality
	

	Non-performing  Loans (NPLs)
	-
	-
	5.16
	37.49
	444.02
	726.17
	905.74

	Provision for Unclassified Loans
	8.68
	39.04
	66.94
	88.14
	103.14
	173.14
	214.34

	Provision for Classified Loans
	-
	-
	1.30
	12.30
	145.30
	342.80
	523.00

	% of NPL to Total L&Ad.
	-
	-
	0.08%
	0.42%
	4.12%
	4.11%
	4.14%

	Share Information
	

	Share Price (BDT)
	-
	-
	-
	-
	-
	540.00
	390.75

	No. of Shares Outstanding (000)
	2450
	2450
	2768.50
	31997.65
	6395.30
	7994.125
	9992.656

	Earning per Share (BDT)

Basic

Diluted 
	2.81
	35.50
	70.59
	84.24
	57.88
	31.28
	38.71

	
	2.81
	35.50
	70.59
	84.24
	57.88
	31.28
	38.71

	Dividend per Share (BDT)

Cash(BDT)

Stock 
	
	28.00

15.00
	40.00

30.00
	40.00

35.00
	25.00

-
	25.00

-
	25.00

5.00

	
	-
	13:100
	1:10
	1:20
	1:4
	1:4
	1:5

	Dividend Yield (%)
	-
	-
	-
	-
	-
	4.63%
	6.40%

	Dividend Pay out Ratio
	-
	79.89%
	56.67%
	47.48%
	43.19%
	63.94%
	64.58%

	Market Capitalization
	-
	-
	-
	-
	-
	4316.83
	3904.63

	Book Value per Share (BDT)
	106.56
	159.17
	215.44
	214.08
	193.16
	202.38
	204.74

	Market Value Book Value Multiple
	-
	-
	-
	-
	-
	2.67*
	1.91*

	Price Earning Multiple
	-
	-
	-
	-
	-
	17.26*
	10.09*

	Operating Performance Ratio
	

	Net Interest Margin
	2.54%
	2.64%
	3.13%
	3.16%
	3.36%
	3.24%
	3.05%

	Net Non-interest Margin
	(0.38%)
	1.39%
	1.67%
	0.91%
	0.73%
	0.74%
	0.97%

	Earning Base in Assets
	97.55%
	94.20%
	96.35%
	93.26%
	91.59%
	93.88%
	90.40%

	Operating Efficiency Ratio
	82.45%
	71.29%
	68.15%
	71.06%
	71.09%
	69.76%
	72.15%

	Credit Deposit Ratio
	115.49%
	96.25%
	92.55%
	89.20%
	74.38%
	89.30%
	91.68%

	Cost of Funds
	7.60%
	7.99%
	8.42%
	8.32%
	8.24%
	8.10%
	8.42%

	Return on Assets
	0.40%
	1.52%
	1.91%
	1.74%
	1.24%
	1.47%
	1.46%

	Return on Equity
	5.27%
	29.82%
	43.58%
	40.05%
	22.49%
	21.91%
	21.12%

	Equity Multiple
	13.07*
	24.01*
	21.94*
	23.93*
	14.84*
	14.90*
	14.12*

	Other Information


	

	No. of the Branches
	4
	10
	14
	15
	20
	25
	28

	No. of the Employees
	168
	219
	305
	363
	492
	544
	663

	No. of Foreign Correspondents 
	70
	102
	145
	215
	240
	255
	266
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RETIRE THE IMPORT BILL AND DOCUMENTS TO THE OPENER FOR RELEASE OF GOODS
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