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All over the world, the dimension of banking is changing rapidly due to deregulation, technological innovation and globalization. Banking in Bangladesh has to keep pace with the global change. Now banks must compete in the market place both with local institutions as well as foreign ones. To survive and thrive in such a competitive banking world, two important requirements are: development of financial infrastructure by the central bank and development of ‘Professionalism’.
Bangladesh is a least developed country, whose economy is agro-based. The agriculture system is primitive and frequently affected by natural disaster. Poverty is the main problem of this country. About 47.6% of its population is living below the poverty line whoever as about 18% of the population is living below the hard core poverty line (with less then 1800 calories per head per day).

After the devastating flood 1998 and 2001, the economic activities of the country resume by taking various rehabilitation program and bumper production in the agriculture sector help to recover the blow. Bangladesh economy has faced severe set back again after the terrorist attack on world trade center of USA on 11th September 2001, Afghan war, Iraq war & Lebanon war. These events have changed the world economics scenario and caused global economic slow down. This global slow down has severely affected export system & Bangladesh economy like readymade garments industry, Frozen food, Manpower export hotel and Tourism sector etc. Due to global slow down foreign financial assistance also severely affected.

1.1 What is banking? 

The Jews in Jerusalem introduced a kind of banking in the form of money lending before the birth of Christ. The word ‘bank’ was probably derived from the word ‘bench’ as during ancient time Jews used to do money-lending business sitting on long benches.

First modern banking was introduced in 1668 in Stockholm as ‘Saving Pis Bank’ which opened up a new era of banking activities throughout the European Mainland.

In the South Asian region, lending money system was introduced by the Afgan traders popularly known as Kabuliwallas. Muslim businessmen from Kabul, Afghanistan came to India and started money-lending business in exchange of interest sometime in 1312 A.D.They were known as Kabuliwallas.

The word “Banking” has been defined to mean the accepting, for the purpose of lending or investing, of deposits money from the public, repayable on demand or otherwise, and withdrawable by cheque, draft and order or otherwise. The term “Banking” has also been defined as:

USA: Act of Congress defined banking, “as the business of dealing in credits.”

Japan: Act of 1927 in Japan defined as “institutions, which carry on operations of giving as well as receiving credit.”

1.3 Overview of financial institution of Bangladesh:

Banks play an important role in the economy of a country. After liberation except the foreign banks all banks were nationalized in Bangladesh. These banks were merged and grouped into six commercial banks. Of the six commercial banks Uttara and Pubali were transferred to private sector from 1985. There are 51 schedule banks operate in Bangladesh. Of them 4 nationalized commercial banks, 5 specialized banks, 30 private commercial banks and 12 foreign banks. The bank and the other financial institutions have become dynamic after taking initiatives to reform the banking sector by the finance minister of Bangladesh. Up to February 2005, of fiscal 2004-2005, total deposit and loan of all banks is taka 95259.8Cr and Taka 79392.6 Cr. Respectively. 

1.4 Role of private commercial banks in the economic development of Bangladesh:

A bank is usually defined as a financial institution which deals in money. Today however the functions of a bank have increased so much that it is considered a very vital agent of development in country like ours. Because of their positive involvement in trade, industry, business finance and a host of other allied services, banking system has become today  a very important part of an economy.

A bank like private commercial bank helps to develop economy as follows:








 

Demonstrates and achieve optimistic results in terms of overall economic growth. The gloomy picture of nationalized banks is mainly due to:

· Lack of quality services.

· Management inefficiency.

· Minimum of commitment toward institution.

· Lack of security.

· Excessive intervention of collective bargaining agent (CBA).

· Documentation of loans and advances debarring legal action in case of default.

· Slow rate of recovery plan.

· Lack of supervision and monitoring of loans and advances.

· Political instability.

· Directive Loans.

· Transitional inconsistency while formatting policy Issues on banking.

Standard Bank Limited is a scheduled Bank under private sector established under the ambit of Bank Company Act, 1991 and incorporated as a public limited company under Companies Act,1994. The Bank started commercial banking operations effective from June 06, 1999. During this short span of time the Bank had been successful to position itself as a progressive and dynamic financial institution in the country.

1.5 Objectives of the study 

The objective of the study is to gather practical knowledge regarding banking system and its operations. More precisely we can identify the objectives of this report as follows:
· To apply theoretical knowledge in the practical field.

· To find out the position of Standard Bank Limited in the banking industry.

· To know about the remittance of funds.

· To know about the general Banking activities of the Standard Bank Ltd. 

· To examine the rules and regulations of Standard Bank Ltd. 

· To observe the various investment indicators of Standard Bank Ltd. 

· To find out existing problems of the bank.

· To formulate alternative strategies for solving the problems.

· To formulate a contingency plan as a safeguard for changing situation. 

· To study the existing overall banker customer relationship.

1.6 Scope of the study: 

The report will cover the all departmental activities as performed by Standard Bank Ltd. Analysis of the facts and figures and conclusion will be drawned based on the findings. These will help for the development & in the audited financial statements of the Standard Bank Ltd. 

· An overview of the Standard Bank Ltd.
· Foreign Exchange activities and its contribution to total income.
· Loans and advances of the Standard Bank Ltd.
· Main focus of this report will be a project appraisal which was funded by the bank.
· General Banking activities of the Standard Bank Ltd.
1.7 Methodology

 The report will be written on the basis of information collected from primary as well secondary sources. The primary information will be collected from the bank as well as some clients of the bank. 

The Secondary information will be collected from the bank’s records, corporate newsletter, branch manuals, various publications of the bank and Bangladesh Bank.

For successful completion of the report, I will use the following tools and techniques:

· I will analyze the report descriptive as well as numerical way.

· I will use various capital budgeting tools and techniques such as NPV, IRR, Pay back period, ROI, ROE, break even point etc.

· I will also use various graphs and tables for analyzing collected data.

1.8 Limitations of the report

There have been some limitations from which these report suffers. The limitations are briefly pointed out below:

· Time is the first limitation as the duration of the program was three months only.

· Another limitation of this report is Bank’s policy of not disclosing some data and 

information for obvious reason, which could be very much useful. 

· Annual report 2008 has not been published yet.

· The data that seems insufficient may be suffering from lack of reliability to some extent.

· Supply of more practical and contemporary data is another shortcoming.

· The study was not done very successfully due to inexperience.

              



2.1 Introduction

Standard Bank Limited is a scheduled Bank under private sector established under the ambit of Bank Company Act, 1991 and incorporated as a public limited company under Companies Act,1994. The Bank started commercial banking operations effective from June 06, 1999. During this short span of time the Bank had been successful to position itself as a progressive and dynamic financial institution in the country.

The motto of the Standard Bank Ltd. Is to explore a new horizon of innovation modern banking creating an automated and computerized environment providing ONE STOP service and prepare itself to face the new challenges of globalization and 21st century   . One of the  main objectives  of the bank is to be a provider of high quality products and services to attract its potential  market .The bank also caters to the needs of it corporate  clients and provides a comprehensive rang of financial services to notional  and multinational companies .

2.2 CAPITAL AND CAPITAL ADEQUACY RATIO 

Authorized Capital—3,00,00,000 ordinary shares  of taka 100/ each ,(31-12-05).The bank increased its authorized capital from taka 125 corer to taka 300.00 corer  by passing capital a special resolution in the bank’s 24th  extra ordinary general meeting held on 4th May  2007 .

Issued, subscribed and fully paid-up capital:  66, 00,000 ordinary shares of taka 100/ each issued for cash 43, 29,600 ordinary share of taka 100/ each issued as bonus shares.

Out of the total issued, subscribed and fully paid-up capital of the bank 33,00,000 ordinary shares  of taka 100.00 each amounting to taka 330,000,000 was raised through public offering  of  shares in 2003.

The capital adequacy ratio of the bank as on December 31st ,2007  was 18.61% as the minimum requirement of 10% of  which core capital was 17.20% against minimum  requirement of 5% and supplementary  capital was 1.40% which testifies to the sound capital base of the bank .The capital adequacy  ratio of the bank in the year 2006 was 16.68%, of which core capital was 15.37% and supplementary capital 1.33%.

2.3 Organ gram of the Standard Bank Ltd. 

Serial number Based on position


Figure 1: Organizational configuration of Standard  Bank Ltd.

2.4 Management hierarchy of the Standard Bank Ltd.


Figure 2: Organizational configuration of every Branch, Standard Bank Ltd.

2.5 INFORMATION TECHNOLOGY

STANDARD BANK is committed to deliver efficient, prompt and personalized service to their distinguish customers who are their first priority and driving forces. They want to provide them quality services through the integration of the latest state of the art technology.

IT division has been COM powered with more manpower to drive the bank technologically. They  have started ON-LINE banking services for their  10 branches (Principal branch , Dhanmondi  branch , Gulshan branch , Agrabad  branch, Khatunganj branch , Jubilee road  branch , Topkhana and Khulna br. ) .where clients can

deposit or withdraw their money . 

Communication backbone of their bank has been connected through VAST, FIBER-OPTIC or RADIO LINK by using CISCO ROUTERS. More branches are being brought under the network of ON-LINE banking.

2.6 PROFIT AND OPERATIONAL RESULT 

The bank  has earned an operating profit of Tk697.14 million  during the year 2007 compared  to Tk616.34 million during the year 2006 showing an increase of 18.94% .The bank has earned substantial amount of profit during the last year compared to preceding year. The progress was possible due to the pragmatic policies and right direction of their board of directors as well as active support and co-operation of their valued clients and shareholders.

                                           Operating profit

                                          (Figure in million)     
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2.7 DEPOSITS

The deposit base of the bank continue to register steady growth and stood at Tk19213.75 million as on December 31st ,2007 as against Tk14220.80 million as on December 31,2006. It is an increase of 35.11% ,the bank has by this time achieved a stable and sizable deposit base managed its deposit and invest able fund efficiency   for the purpose of both liquidity and profitability In  addition to the normal deposit scheme , the bank introduces highly lucrative , innovative and attractive deposit schemes, to encourage  and mobilize the deposits  as well as for the benefit of the people.

Our various purpose-oriented deposit schemes have been appreciated by general people and have received popular response .Steps are being taken to further increase, the deposit base continuously at a reduced average cost of funds.
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2.8 LOANS AND ADVANCES

The total loans and advances of the bank stood Tk17310.87 million (including bill purchased and discounted) as on December 31, 2007 compared to TK.12633.99 million as on December 31, 2006 showing an increase of 37%.The bank has been continuing to explore new and diversified areas of operation to extend credit facilities throughout the year to the various sectors of the economy such as in wholesale/retail trading. Hotel, restaurant, real-estate, service sector &transport sector. The total loans are grouped in Tk17047.73 million as unclassified loans and Tk263.14 million as classified loan. 
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2.9 RETAIL BANKING

According to the statistics and market research paper available, the consumer lending market in Bangladesh has a size of BDT 1600 billion whereas loan outstanding of September 30, 2005 as per schedule bank statistics of Bangladesh bank is around  BDT 52 billion. This indicates that only 32% of the market has been utilized by the financial institutions. So the remaining 68% of the market holds tune potential for the loan giving institutions. We have disbursed about Tk 4,64,00,000/- (Four crore sixty four lac) under CCS and Tk 80,21,58,730/- (Eighty crore twenty one lac fifty eight thousand seven hundred thirty) under SME loan financing as on 31.12.2007. To exploit the rapidly increasing opportunities   in the fast expanding  SME sector through maximizing effectiveness of our product development, distribution & sales strategies of Standard bank ltd.has established a retail banking division in 2006 with the launching of consumer financing & small enterprise financing. The division has introduced the following asset products on consumer financing:

· Salary loan scheme 

· Car /auto vehicles loan 

· House renovation loan 

· Self employed professional loan

· Land purchased  loan 

· Marriage loan 

In the past years micro-finance has received an increasing attention from private sector. Besides, playing a role in alleviation  it has also widely participated  in the creation of a “Enterprise Culture “ to accompany this growing number of small business from the informal to the formal sector and to fond practical solution to fill the gap  in skill/talent &finance. Standard bank ltd with innovative ideas launched traditional & untraditional products like bee keeping. Mushroom production, churi, &imitation jewelry, weaving, verities handicrafts etc. We have also special products launched for our rural branches. The products are:

· Diary, beef fettering ,goat farm

· Bee keeping 

· Fishery in ponds 

· Mushroom cultivation 

· Horticulture/Nursery 

The division ha always been discovering the potential of retail & consumer finance in Bangladesh, understanding the current market condition and examining the latest development within the retail banking , mastering new & successful ways to   reduce or mitigate the risk of retail & and small financing  .

2.10 INVESTMENT 

The investment always has an inverse relationship with capital adequacy ratio  although it contributes  to the desire bottom  figure . The  size of the investment  portfolio in the year 2007 raised take 2013.75 million including government  treasury bill  and other security  bonds against taka 16149.27 million showing an increase of 27.58%.STANDERD  BANK is operating 32 branches . 

                                                    Investments

                                                 (figure in million)
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2.11 INTERNATIONAL TRADE

Foreign exchange operation of the bank played a significant role in the overall business  of the bank. During the year 2007 the bank has contributed in the country’s national economy after successfully handling of foreign exchange transactions VIZ. import, export and remittance. In 2007 volume of import has significantly increased fom Tk.16144.65 million to Tk.18269.57 million, which was 13.16& higher than last year, the volume of export business has tremendously increased from Tk. 7569.13 million to Tk. 10707.48 million which was 41.46% higher than last year and foreign remittance business also remarkably increased from Tk.204.26 million to Tk. 565.12 million which was 176.67% higher than last year. The volume of total foreign exchange business has significantly increased from Tk.25879.68 million to Tk.34003.77 million, which was 31.39% higher than previous year.

                                     Foreign Exchange business

                                            (Figure in million)
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2.12 CORRESPODENT BANKING DIVISION

The main aim of Standard bank limited is to increase its foreign exchange business  and in this connection they are doing international  banking  with all major banks of the world. At present they are maintaining correspondent banking relationship with 23 major banks of the world. These are:

The Hong Kong and Shanghai banking corporation. Citibank N.A., Standard chartered bank, American Express bank ltd., Mashreq bank PSC.,Wcchovia bank, The bank of Tokyo-Mitsubishi ltd.,Union De Banques  Et Arabes Francaises, Danske bank ltd.A/S,Commerz bank ,Dresdner bank, Bank Islam Malaysia Berhad,Nepal Bangladesh bank ltd., NIB bank ltd.,Arab Bangladesh bank ltd., AB international finance limited, Bhutan national bank,UTI bank ltd.,The bank of Nova Scotia and ICICI bank limited ,Habib bank Ag Zurich, Nordea bank and Samen bank. 

2.13 EXCHANGE HOUSE

Standard bank limited is maintaining drawing arrangement with 1(one) exchange house in the UK and another 1 (one) in the USA for inward foreign currency remittance. these 2(two) exchange house are remitting sufficient funds through our bank. Establishment of some exchange house in the U.A.E. are going to execute very soon.

2.14 TREASURY 

Treasury unit is a core-banking unit and Standard Bank limited’s treasury unit is one of the best earnings sources of the bank. The bank is well equipped with skilled human resources for efficient dealing. Our everyday business evolves around participation in foreign exchange market and money market in a substantial volume.

2.15 RISK MANAGEMENT 

The strategy of every commercial bank is to control & manage the risks which are inherent with the very nature of its business. So as to eliminate the possibility of loss & to aim maximize profit. 

The board of directors of Standard bank limited gives full cognizance on the importance of various risk involved in the business of banking. The risk areas are managed by experienced, skills & prudent bankers duly supported by modern technologies i.e. Credit risk grading manual under credit risk management. The management of SBL has been given top priority on core risks in banking and the process of proper structuring is under way as per prudential guidelines provided by Bangladesh Bank for efficiently managing the risk elements in order to protect the investments of their valued clients & honorable shareholders.  

2.16 DIVIDEND

The Board of Directors recommended 12% stock dividend subject to the approval of the Honorable shareholders for the year ended 31st December, 2007 .in order to maintain satisfactory capital base of the bank.

         DIVIDEND
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2.17 ANTI MONEY LAUNDERING (AML)

STANDARD BANK Ltd.  Established  anti money laundering department (AMLD) headed by one Vice President designated as Chief Anti Money Compliance Officer (CAMLCO).The department since its inception,has been conducting  seminear,workshop and training on regular  basis for awareness against  money laundering among the executives and officers  of the branch level and head office level.Anti money laundering  department  also implements the instructions of Bangladesh Bank circulars  issued  from time to time .The  bank  has an anti money laundering policy and guide  notes    under  managing  core risk  in banking duly approved by the board of directors  of the bank.

The Anti Money Laundering  Department  of the bank has developed  uniform  KYC format covering all information  of the constituents and  account opening checklist  and those were distributed to the  branches  to ensure obtainments in support of information  incorporated in the A/C opening  form to protect un-scrupulous persons at  the entry point of the  branches.

                                            



3.0 Introduction

During my internship, I was placed in Dhanmondi Branch of the Standard Bank Ltd. First I have completed General Banking in this branch. General banking department is the heart of all banking activities. This is the busiest and important department of a branch. General banking of this branch consists of different sections namely,

1) Account opening section

2) Cheque Book issue

3) Dispatch Section

4) Deposit  section

5) Cash    section

6) Remittance  section

7) Clearing section 

8) Accounts section

According to the law and practice, the Banker-Customer relation arises only from contract between these two. And opening of account is the contract that establishes the relationship between a banker and a customer. So this section plays a very important role in attracting customer and therefore should be handled with extra care.

According to the international code of conduct banks should maintain the following steps regarding their customers-



·  Banks will act fairly and reasonably in all their dealings with their      customers. 

· Banks will help customers understand how their accounts operate and seek to give them a good understanding of banking services.

· Banks should maintain confidence in the security and  integrity of banking and payment systems.

 3.1 ACCOUNT OPENING SECTION:

Account opening is the gateway for clients to enter into business with bank. It is the foundation of banker customer relationship. This is one of the most important sections of a branch, because by opening accounts bank mobilizes funds for investment. Various rules and regulations are maintained and various documents are taken while opening an account. A customer can open different types of accounts through this department. Such as:

i. Savings Account

ii. Current Account

iii. Short Term Deposit (STD) Account

iv. Fixed Deposit Receipt (FDR) Account

v. Deposit Scheme Account.

3.1.1 Savings Account

This deposit is primarily for small-scale savers. There are certain limitations in Savings Account, i.e, customer can draw only twice a week, if they want to get interest on the deposited money. If a customer draws more than twice in a week he will not receive any interest for that month  . Heavy withdrawals are permitted only against prior notice. Some Important Points are as follows-

· Minimum opening deposit of Tk.5000/= is required; 

· Below 1.00 lac interest rate is 6%, Tk. 1.00 lac to 5.00 lac interest rate is 8%, above 5.00 lac interest rate is 8.50%.

· Minimum Tk. 1000/= balance must always maintain all the time;

· Withdrawal amount should not be more than 1/4th of the total balance at a time and limit twice in a month.

Customer Benefit:

· Cheque book facility

· Opportunity to apply for safe deposit locker

· Utility payment service

· Collect foreign remittance

· Transfer of fund from one branch to another by-

· Demand draft

· Mail transfer

· Telegraphic transfer

· Online banking service.

3.1.2 Current Deposit Account
The Dhanmondi branch of Standard Bank facilitates customers with different types of current account. There are current accounts for individuals, proprietorship firms, partnership firms, joint stock company, school, college, association, trust and N.G.O. Account opening form for these categories are different.

Some terms and documents may differ but the overall process of account opening is similar to that of the saving account. Here I like to state what kinds of information to be furnished in the form and which documents customer should provide.

Current Account (individual): Dhanmondi branch uses the forms distributed by the SBL head office for opening a current personal/ individual account. A customer should meet the following requirements to see an account has been opened in his/ her name:

· Name of the applicant

· Profession or business of applicant

· Address of the applicant

· Photographs of the applicant

· Introduced by an account holder of the branch

· Signature on the application form

· Signature on the specimen signature card

· Verification of details and signatures by authorized officer.

Current Account (Proprietorship): To open a proprietorship current account photocopy of trade license, attached by the concerned officer, is required along with the procedure mentioned for individual current account.

Current Account (Partnership): Opening procedure of a partnership current account is almost same as the opening of individual current account but some additional documents are required which are follows:

· Partnership deed

· Letter of partnership

· Trade license

Current Account (Joint Stock Company): All the formalities of individual current account opening should be met for the opening of joint stock company, additionally following documents also should be submitted to the bank. These documents are:

· Registration certificate from Register of  joint stock companies

· Certificate incorporation

· Memorandum of association

· Articles of association

· Annual audit report

· Copy of board Resolution containing

· Name of the persons authorized to operate the bank account on behalf of the company.

· Name of the persons authorized to deal documents with the bank.

SBL current account meets the needs of individual and commercial customers through its schedule benefit.



Minimum balance :Tk 5000/-



Interest rate
      : Nil

Customer Benefit:

· Cheque book facility

· Opportunity to apply for safe deposit locker facility

· Collect foreign remittance in both T.C. and Draft.

· Transfer of fund from one branch to another by

· Telegraphic Transfer

· Demand Draft

· Mail Transfer

· Collection of cheque through  clearing house

· Online banking service.

3.1.3 Short Term Deposit (STD):

 Short Term Deposit or STD account opening procedure is similar to that of the saving account. The difference is the interest rate.

3.1.3.1 Bank Deposit:

	Amount 
	Interest Rate

	Below 5 Crore
	4%

	5-10 Crore
	5.5%

	Over 10 Crore
	6.5%


 3.1.3.2 Other than Bank Deposit:
· Public Bank Deposit: ( Govt., Semi Govt., Autonomous Body, Educational Institutions, Association, Trust and NGO)

	Amount 
	Interest Rate

	Upto 1 Crore
	6.00%

	Above 1-5 Crore
	7.00%

	Above 5-10 Crore
	7.50%

	Above 10 Crore
	8.50%


· Private Deposit:

	Amount 
	Interest Rate

	Upto 1 Crore
	5.50%

	Above 1-5 Crore
	6.00%

	Above 5-10 Crore
	6.50%

	Above 10 Crore
	7.00%


Features:

· Minimum 7 days notice is needed for the withdrawn of the both STD. but it is now become practice to withdrawn money by the client without any earlier notice.
· If any financial organization or any autonomous bodies open this account then no excise duty will be deducted but tax will be deducted.
· Interest rate is calculated on daily basis.
3.1.4 Fixed Deposit Receipt

Fixed Deposit is the amount deposited by the customer for a fixed period of time. It offers comparatively higher rate of interest. For 1 month interest rate is 9%, for 3 months interest rate is 11%, for 6 months interest rate is 12.5% and for 1 year interest rate is 13%.

 Procedure of FDR Account:

· Bank provides the interested customer a Fixed Deposit form.

· Customers fill the form, which contains name of the customer, amount of money, duration, rate of interest etc.

· After filling the form customer pay the money by cash or cheque.

· After receiving the form from the customer the respected officer look for the cash seal or transfer seal. If any of these are present and the form is properly signed the officer provides a specimen signature card to the customer.

· Customer signs thrice on the specimen signature card along with his or her full name.

· At the same time respected officer issue a fixed deposit receipt on the specific FDR block.

· This block includes:

· Name of the customer

· Amount of money deposited

· Date on which the is deposited

· Due date- on which the FDR will be matured.

· Duration for which FDR has been made.

· Rate of interest to be paid.

An FDR is renewed automatically if the customer does not come to cash it after the maturity period. It can also be renewed upon the direction of the customer.

Features:

· Interest is compounded once a quarter

· Loan may be allowed up to 80% of the deposited amount under lien.

· Excise duty and source tax etc. are deductible from the depositor profit.

3.1.5 Deposit Scheme

Under deposit scheme, the Standard Bank Ltd (SBL) offers different types of products (scheme) to help the fixed income people to save money and meet any future financial obligations. The schemes offer a large amount of money after a certain period of time if the account holders deposit a specific amount on monthly basis. The schemes are-

I. Three stage savings scheme

II. Monthly benefit scheme

III. Marriage savings scheme

IV. Juniors savers scheme

V. Lakhpati scheme.

3.1.5.1 Three stage savings scheme (TSSS)

The scheme is designed to help the fixed income group to save money and build up a sizable fund with which they can go for some income generating venture to improve the quality of their life and/ or meet any future financial obligations. Any citizen of Bangladesh can open this scheme. The scheme can be opened in the name of an individual only. TSSS is perfect for those 18 years of age or elder.

Product Name:  The name of the scheme is “Three Stage Savings Scheme”.

Monthly Deposit Amount

To open the scheme requires monthly installment of BDT 500 or its multiple up to BDT 5000 till maturity. This is a fixed term deposit savings scheme.

Tenure

The scheme is for 2, 4 & 6 years (every 2nd year is known as a stage), interest rate 8% to 13%.

Loan Facility:

Loan may be allowed up to 80% of the deposited amount under lien on the same after at least 2(two) years of regular payment of installments.

Example: monthly deposit Tk.500/-

	Period

	Interest rate
	Receiving money

	1 year
	8%
	1st Stage

13,093.00 Tk

	2 year
	9%
	

	3 year
	10%
	2nd Stage

28,955.00 Tk

	4 year
	11%
	

	5 year
	12%
	3rd Stage

48,548.00 Tk

	6 year
	13%
	


3.1.5.2 Monthly Benefit scheme (MBS)

The Monthly Benefit Scheme (MBS) is a deposit scheme where the depositor gets monthly benefit out of his deposit. The scheme is designed for the benefit of persons who intend to meet the monthly budget of their families from the income out of their deposit.

Any citizen of Bangladesh can open this scheme. The scheme can be opened in the name of an individual only. MBS is perfect for those 18 of age or older.

To open the scheme requires deposit of BDT 1,00,000/= or its multiples but maximum BDT 1,00,00,000/=. The deposit will be for a period of 2/3/5 years and the principal amount is refundable on maturity.

Monthly Benefit: Benefit will be as per the following example:

	Terms (years)
	Deposit (BDT)
	Monthly Benefit (BDT)
	Payable After Tax 10% (BDT)

	2 years
	1,00,000.00
	900.00
	810.00

	3 years
	1,00,000.00
	900.00
	810.00

	5 years
	1,00,000.00
	945.00
	850.00


3.4 DEPOSIT SECTION

Deposit is the lifeblood of a bank. From the history and origin of the banking system 

We know that deposit collection is the main function of a bank.

3.4.1 Accepting deposits:

The deposits that are accepted by Standard Bank like other banks may be classified in to,—

a) Demand Deposits

b) Time Deposits

a) Demand deposits:

These deposits are withdrawn able without notice, e.g. current deposits. Standard Bank accepts demand deposits through the opening of,-

i) Current account

ii) Savings account

                                  iii) Call deposits from the fellow bankers

b) Time deposits:

A deposit which is payable at a fixed date or after a period of notice is a time deposit. Standard Bank accepts time deposits through Fixed Deposit Receipt (FDR), Short Term Deposit (STD) and Bearer Certificate Deposit (BCD) etc.

While accepting these deposits, a contract is done between the bank and the customer. When the banker opens an account in the name of a customer, there arises a contract between the two. This contract will be valid one only when both the parties are competent to enter into contracts. As account opening initiates the fundamental relationship & since the banker has to deal with different kinds of persons with different legal status, Standard Bank   officials remain very much careful about the competency of the customers.

3.5 CASH SECTION

Banks, as a financial institution, accept surplus money from the people as deposit and give them opportunity to withdraw the same by cheque, etc. But among the banking activities, cash department play an important role. It does the main function of a commercial bank i.e. receiving the deposit and paying the cash on demand. As this department deals directly with the customers, the reputation of the bank depends much on it. The functions of a cash department are described below:

3.5.1 Function of Cash Department:

3.5.1.a Cash Payment:

1. Cash payment is made only against cheque

2. This is the unique function of the banking system which is known as “payment on demand”

3. It makes payment only against its printed valid Cheque

3.5.1.b Cash Receipt

1. It receives deposits from the depositors in form of cash 

2. So it is the “mobilization unit” of the banking system

3. It collects money only its receipts forms

3.5.1.c Cash packing:

After the banking hour cash is packed according to the denomination. Notes are counted and packed in bundles and stamped with initial.

3.6: LOCAL REMITTANCE:

Carrying cash money is troublesome and risky. That’s why money can be transferred from one place to another through banking channel. This is called remittance. Remittances of funds are one of the most important aspects of the Commercial Banks in rendering services to its customers. 

3.6.1 Types of remittance: 

· Between banks and non banks customer

· Between banks in the same country

· Between banks in the different centers.

· Between banks and central bank in the same country

· Between central bank of different customers.
The main instruments used by the Standard Bank of remittance of funds are 

· Payment order ( PO)

· Demand Draft ( DD)

· Telegraphic Transfer (TT)

Pay Order gives the payee the right to claim payment from the issuing bank. Payment is made from issuing branch only. Generally remit fund within the clearinghouse area of issuing branch. Bank charge only commission for this. However party must have an account with the bank, so that whenever the fund refund they(party) can collect it. But for the student and the pay order for job purpose of any applicant, account with the bank is not mandatory. Because in this case fund are non-refundable.

Demand Draft is an order of issuing bank on another branch of the same bank to pay specified sum of money to payee on demand. Payment is made  from ordered branch. Generally remit fund outside the clearinghouse area of issuing branch. Payee can also be the purchaser. Bank confirm through checking the ‘Test Code’ Bank charge a commission and telex charge for it.

Issuing branch requests another branch to pay specified money to the specific payee on demand by Telegraph /Telephone. Payment is made from ordered branch. TT can be remit anywhere in the country. Bank charge a commission plus telephone charge. However this service is available only for a limited number of customer.

3.6.2 Test – key Arrangement: 

Test key arrangement is a secret code maintained by the banks for the authentication for their telex messages. It is a  systematic  procedure by  which a test number is and  the person to  whom this number  is  given  can easily authenticate the same test number  by  maintaining  that same   procedure. Standard Bank has test key arrangement  with so  many  banks  for the authentication of LC message  and for making payment.

3.7 CLEARING SECTION:

Cheques, Pay Order (P.O), Demand Draft (D.D.) Collection of amount of other banks on behalf of its customer are a basic function of a Clearing Department.

· Clearing:  

Clearing is a system by which a bank can collect customers fund from one bank to another through clearing house.  

· Clearing House:  

Clearing House is a place where the representatives of different banks get together to receive and deliver cheque with another banks.
Normally, Bangladesh Bank performs the Clearing House in Dhaka, Chittagong, Rajshahi, and Khulna & Bogra. Where there is no branch of Bangladesh Bank, Sonali bank arrange this function.

· Member Of Clearing House:  
Standard Bank LTD. is a scheduled Bank. According to the Article 37(2) of Bangladesh Bank Order, 1972, the banks, which are the member of the clearinghouse, are called as Scheduled Banks. The scheduled banks clear the cheque drawn upon one another through the clearinghouse.

· Types of Clearing:

A) Outward Clearing: When the Branches of a Bank receive cheque from its customers drawn on the other Banks within the local clearing zone for collection through Clearing House , it is Outward Clearing .

B) Inward Clearing: When the Banks receive cheque drawn on them from other Banks in the Clearing House , it is Inward Clearing .

· Types of clearing house:  There are two type of clearing house: Those are 

1) Normal clearing house
2) Same day clearing house
 Normal clearing house:

1)  1st house: 1st house normally stands at 10 a.m. to 11a.m

2) 2nd house: 2nd house normally stands after 3 p.m. and it is known as return house.

Same day clearing house:

1) 1st house: 1st house normally stands at 11 a.m. to 12 p.m

2) 2nd house: 2nd house normally stands after 2 p.m. and it is known as return house.
· Who will deposit cheque for Clearing:  Only the regular customers i.e. who have Savings, Current, STD & Loan Account in the bank can deposit cheque for collection of fund through Clearing    house. 
· Precaution at the time of cheque receiving for Clearing, Collection of LBC, OBC & Transfer:

    1) Name of the account holder same in the cheque & deposit slip.

    2) Amount in The cheque & deposit slip must be same in words & in figure 

    3) Date in the cheque may be on or before (but not more than six months back) clearing       house date.

    4) Bank & Branch name of the cheque, it’s number & date in the Deposit slip. 

    5) Cheque must be signed.

    6) Signature for confirmation of date, amount in words / in figure Cutting &

         Mutilation of cheque.

    7) Cheque should be crossed (not for bearer cheque).

    8) Account number in the deposit slip must be clear.

    9) Depositor’s signature in the deposit slip.

Return house: 

Return House means 2nd house where the representatives of the Bank meet after 3 p.m. to receive and deliver dishonored cheque, which placed in the 1st Clearing House.

Cheque may be dishonored for any one of the following reasons: 

1) Insufficient fund.

2) Amount in figure and word differs.

3) Cheque out of date/ post- dated.

4) Payment stopped by the drawer.

5) ………….Payee’s endorsement irregular / illegible / required.

6) Drawer’s signature differ / required.   

7) Crossed cheque to be presented through a bank.

8) Other specific reasons not mentioned above.

The dishonor cheque entry in the Return Register & the party is informed about it. Party‘s signature required in the return register to deliver the dishonor cheque. After duration, the return cheque is sent to the party’s mailing address with Return Memo.

If the    cheque is dishonored due to insufficiency of funds than STANDARD Bank charges. 25/=as penalty.

Responsibility of the concerned officer for the Clearing Cheque:
1) Crossing of the cheque.

2) (Computer) posting of the cheque.

3) Clearing seal & proper endorsement of the cheque.

4) Separation of cheque from deposit slip.

5) Sorting of cheque 1st bank wise and then on branch wise.

6) Computer print 1st branch wise & then bank wise.

7) Preparation of 1st Clearing House computer validation sheet.

8) Examine computer validation sheet with the deposit slip to justify the computer posting 

9) Copy of computer posting in the floppy disk.
Bills   Collection:  

In modern banking the mechanism has become complex as far as smooth transaction and safety is concerned. Customer does pay and receive bill from their counterpart as a result of transaction. Commercial bank’s duty is to collect bills on behalf of their customer. 
       Types of Bills for Collection

i. Outward Bills for Collection (OBC).

ii. Inward Bills for Collection (IBC).
OBC

OBC means Outward Bills for Collection .OBC exists with different branches of different banks outside the local clearing house . Normally two types of OBC :

1) OBC with different branches of other banks 

2) OBC with different branches of the same bank 
Procedure of OBC:

1) Entry in the OBC register.

2) Put OBC number in the cheque.

3)  “Crossing seal” on the left corner of the cheque & “ payees account will be credited on realization “ seal on the back of the cheque with signature of the concerned officer. 

4) Despatch the OBC cheque with forwarding.

5) Reserve the photocopy of the cheque, carbon copy of the forwarding and deposit slip of the cheque in the OBC file.

Commission for collection:

	Up to 1 lac ---------------------------------------------- 0.15%

	Above 1 lac---------------------------------------------- 0.10%

	Above 5lac ---------------------------------------------- 0.05%


Inward bills for collection (IBC)

When the banks collect bills as an agent of the collecting branch, the system is known as IBC. In this case the bank will work as an agent of the collection bank. The branch receives a forwarding letter and the bill. 

Procedure of IBC:

1. IBC against OBC: To receive the OBC cheque first we have to give entry in the IBC Register .The IBC number should put on the forwarding of the OBC with date.

2. Deposit of OBC amount: OBC cheque amount is put into the “sundry deposit-sundry Creditors account”, prepare debit & credit voucher of it . If the OBC cheque is honored, send credit advice (IBCA) with signature & advice number of the concern branch for the OBC amount.

3. If the OBC cheque is dishonored, the concerned branch is informed about it .

4. Again place in the clearing house or send the OBC cheque with Return Memo to the issuing branch according to their information.

3.8 ACCOUNTS SECTION:

Accounts Department is called as the nerve Centre of the bank. In banking business, transactions are done every day and these transactions are to be recorded properly and systematically as the banks deal with the depositors’ money. . Improper recording of transactions will lead to the mismatch in the debit side and in the credit side. To avoid these mishaps, the bank provides a separate department; whose function is to check the mistakes in passing vouchers or wrong entries or fraud or forgery. This department is called as Accounts Department. If any discrepancy arises regarding any transaction this department report to the concerned department.

Besides these, the branch has to prepare some internal statements as well as some statutory statements, which are to be submitted to the Central Bank and the Head Office. This department prepares all these statements.

Workings of this department:
· Recording the transactions in the cashbook.

· Recording the transactions in general and subsidiary ledger.

· Preparing the daily position of the branch comprising of deposit and cash.

· Preparing the daily Statement of Affairs showing all the assets and liability of the branch as per General Ledger and Subsidiary Ledger separately.

· Making payment of all the expenses of the branch.
· Recording inters branch fund transfer and providing accounting treatment in this regard.
· Preparing the monthly salary statements for the employees.

· Preparing the weekly position for the branch which is sent to the Head Office to maintain Cash Reserve Requirement (C.R.R)

· Preparing the monthly position for the branch which is sent to the Head Office to maintain Statutory Liquidity Requirement (S.L.R)

· Make charges for different types of duties

· Preparing the budget for the branch by fixing the target regarding profit and deposit so as to take necessary steps to generate and mobilize deposit.
· Checking of Transaction List
· Recording of the vouchers in the Voucher Register.

· Packing of the correct vouchers according to the debit voucher and the credit voucher
                    



FOREIGN EXCHANGE

4.1 Introduction:

International trade  involves a flow of  goods  from seller  to buyer  in accordance with a contract sale .Different amount  of natural resource, while other might have not. Therefore, countries need to exchange goods to satisfy mutual needs and wants. 

4.2 INTERNATIONAL TRADE :

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

4.2.1 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 counties 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 to run 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 on producing the goods which is has greater advantage and obtains those goods from other countries that it cannot produce cheaply  at home.

►Difference 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.

4.2.2 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 large 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:
Competition s may  help to prevent the growth of domestics monopolies . efficiency in production can be achieved.

4.2.3 Problems in international  trade

Risks of goods, credit 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.

4.2.4 The role of banks in enhancing international trade: 

►Provision of advances :
The provision of finance to importer (e.g. trust receipt facility, documentary credit facilities ) and exporters (e.g. negotiation of export bills, purchase of bills for collection) encourages enterprise  to engage in trade and enhance their liquidity position.

►Provision of alternation 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 volumes can be enlarged.

►Medium of fund transfer:

A bank system allows payment to be made safely and quickly by one part to another, e. g. telegraphic transfer.

 4.3 Balance of payments:

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

Different types of balance of payments:

                                           Balance of payments
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1) Current Account:

The  current account shows  international transaction that involve currently produced goods and services. The difference between merchandise export (line 1) and import (line2) is called the trade balance. When merchandise imports are greater than exports, we have a trade deficit. if exports are greater than imports,  we have trade surplus. The  current account accounts are the net payments or receipts that arise from investment income, the purchase and sale of services and unilateral transfer. 

2) Capital Account: 

The  Capital account describes the flow of  capital  United States and other countries. Capital  outflows are American purchase of foreign assets(a payment item) and capital inflows are foreign purchase s of American assets (a receipts item). The capital outflows are less than the capital inflows.

Balance of  payments considerations:

Balance of payments considerations were more  important than they are 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.

4.4 Letter of Credit 

4.4.1 Introduction

4.4.2 Letter of credit

4.4.3 Different types of documentary credit (d/c)

4.4.4 Documentary letter of credit

4.4.5 Parties related to a letter of credit 

4.4.6 Securitization of  letter of credit application 

4.4.7 Accounting treatment in case of l/c opening 

4.4.8 Transmission of l/c to beneficiary through advising bank 

4.4.9 Presentation of the documents

4.4.10 Examination of shipping document

4.4.11 Amendment of the letter of credit

4.4.12 Retirement of shopping document

4.4.1 Introduction

Letter of credit  can be defined as a credit contact where by the buyers bank is committed (on behalf of the buyer) to place an agreed amount of money at the sellers disposal some agreed conditions. Importer/ seller who applies for opening an l/c and Bank opens/ issues a l/c on behalf of the importer. Bank adds its confirmation to the credit and it is done at request of issuing bank may or may not be the advising bank . advising/notifying bank through which  the l/c is advised to the exporters. This bank is actually situated in exports country. It may also assume the role of confirming and/or negotiating bank depending upon the  condition of the credit.

4.4.2 Letter of credit:

Letter of credit can be defined as a credit contact where by the buyers bank is committed (on behalf of the  buyer ) to place an agreed amount of money at the sellers disposal under some agreed conditions. Since the agreed condition include among other things, the presentation of some specified documents, the letter  of credit is called.

4.4.3 Different types of documentary credit (d/c)

A. Red clause credit:

Red clause credit is a special type of credit with a clauses inserted 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 reshipment 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 in case the beneficiary fails to ship goods  and  defaults in  payment  of the  advances.

The credit specified the advances  to be given  to the  beneficiary , which  Can be  in the  form of   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 risks in issuing  a red clause  credit –

■Exporter may use the advance for other purpose 

■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 

■ Time or

■ 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 letter of credit. In this case, the banks 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  present 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 exporter L/C is marked lien and no margin is taken. So we can say that back-to-back  id  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  its  promise to pay  the beneficiary . such  confirmation by the advising  bank  not only confirms the undertaking  if the  issuing bank  but also  constitutes  an  additional promise on the   advising  bank (which  becomes  a confirming bank). 

4.4.4 Documentary letter of credit: documentary credit may be either 

1. Revocable credit

   2. Irrevocable credit,.

· 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 there to),  provided  that  the stipulated documents are resented and the seller satisfies  the terms  and conditions. This sort of credit always referred to irrevocable letter of credit.

4.4.5 Parties Related to a Letter of Credit:

The parties are:-

1. the  issuing bank 

2. the  confirming bank, if any 

3. the beneficiary .

Others 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 letter of credit
Importer: purchaser/buyer who applies for opening 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 not be the advising bank.

Advising/notifying bank: it is the bank through which the L/C 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 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.

4.4.6 Securitization of L/C application:
The SBL official scrutinizes the application in the following manner—

1. the terms and conditions of the l/c must be complied with UCPDC 600  and exchange control & import trade regulation.

2. Eligibility of the goods to be imported.

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

4. Radioactivity report in case of food item.

5. Survey report or certificate in case of old machinery.

6. Carrying vessel is not of Israel or of Serbia-Montenegro.

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

4.4.7 Accounting 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.

Clients account ----------------------------------------------------------------    Dr.

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

Income a/c commission ------------------------------------------------------          Cr.

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

Vat (15% of commission) on l/c --------------------------------------------          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.

Customers  liability --------------------------------------- ----------         Dr.

Bankers  liability  -------------------------------------------------------------    Cr.

4.4.8 Transmission of L/C to Beneficiary through advising Bank:  

When 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

                                                    IMPORT REGISTRATION CERTIFICATE 


      PURCHASE CNTRACT WITH FOREIGN SUPPLIER DIRECTLY OR THROUGH AGENT

                                                                         

                                   LETTER OF CREDIT AUTHORIZATION (L.C.A) FORM

                            OPENING OF LETTER OF CREDIT BY THE IMPORTERS BANK


                  DESPATCH OF LETTER OF CRDIT TO THE BENEFICIARY BY ISSUING BANKS CRRESPONDENT

                 RECEIPT OF IMPORT DOCUMENTS FROM NEGOTIATING /COLLECTION BANK
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SBL 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.

4.4.9 Presentation of the document 

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 to. The bank will pay, accept or negotiable to SBL.

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.

SBL checks the documents. The usual documents are: ---

· Invoice.

· Bill of lading.

· Certificate of origin.

· Packing list/weight list.

· Shipping advice.

· Non-negotiable copy of bill of lading.

· Bill of exchange.

· Pre-shipment inspection report.

· Shipment certificate.

4.4.10 Examination of shipping documents

One of the principal of document credit is that all parties deal with document and not with goods (articles 6 of UCPDC-600). 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.

4.4.11 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. SBL 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 account accordingly. According articles 6 of UCPDC 600. amendment must be complete and precise .

4.4.12 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  SBL lodges the documents in pad and following voucher passed.

Accounting treatment

· L/C margin     ---------------------    Dr.

                      Pad  a/c           ---------------------       Cr.

                  (margin amount transferred to pad a/c)

· Customer a/c    --------------------    Dr.

            Pad  a/c            -----------------         Cr.

(customer a/c debited for  the  remaining  account)

· Pad  a/c  -------------------------------- Dr.

              SBL  General  a/c ----------------------  Cr.

               Exchange  Gains  a/c   ------------------ Cr.

(amount  given to SBL general a/c and interest credited )

Reversal entries

· Bankers liabilities  ---------------   Dr.

           Customer’s liability ----------     Cr.

          (Lodgments is given) 

After realizing the telex  charges, services charges, interest  (if any), the shipping documents is then stamped  with pad numbered and entered  in the PAD  registered. Intimating is given to the customer calling on the banks 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 banks officers(P.A. holder). Then the documents are delivered to the imp.

4.5 IMPORT AND EXPORT

4.5.1 Introduction

4.5.2 import 

4.5.3 procedure of import 

4.5.4 payment procedure of the import documents

4.5.5 financing features 

4.5.6 import business of SBL

4.5.7 export

4.5.8 export L/C process 

4.5.9 export financing 

4.5.10 position of export business of SBL 

4.5.11 remittances

4.5.12 number of foreign correspondent/bank.

4.5.1 Introduction:

Bills (import) deals with L/C s and the issuance of  L/C  for import purposes. The letter of credit serves as a vehicle for the importer and exporter to ensure that their goods and money are coming. It is important to remember that the bank deals with documents and not goods. 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.

4.5.2 Import

Bills (import) deals with L/C and the issuance of L/Cs for import purposes. The letter of credit serves as a vehicle for the importer and exporter to ensure that their goods and money are coming. It is important to remember that the bank deals with documents and not goods. There are various steps towards the issuance of a L/C; these steps will also include SBL, as well as various serving as negotiating, confirming etc., banks. 

This department deals with different types of L/Cs and with the payment of L/Cs.

There is a clear line as to the role of the bank as an advising bank and as a guarantor. L/Cs are used for the sale and purchased of goods.

A buyer, importer or applicant goes to their bank and applies for a letter of credit. This letter of credit is given and the bank then sends this L/C to another bank in another country. They may send this L/C to a sister bank or to an advising, negotiating or confirming bank. Either way these other bank is treated as an intermediary beneficiary and the seller or exporters. The L/C is given to certify that upon the receipt of goods, the importer will immediately send the money. Negotiating banks are also sometimes used, where there is a different bank, and they are given the L/Cs; and they will deal with the payments. Some advising banks are negotiating banks can be one and the same. In case the bank in the other country is not know to the importers bank, a sister bank known by both parties can be used as a guarantor of funds.

L/Cs is used mainly in trade. They usually include the mode of shipment of a specific good, and  what the port of destination is. The expiry of the shipment, the  documents all need  to be submitted to the issuing bank. Certificates  of  origin , of where the goods ids produced , inspection  certificates  as to quantity and quality  are general  things  importing countries  will  ask for pertaining  to the shipment. Individual  countries  may  have their  own set of  demands  they want to ask.

There are two criteria for importing goods.

1. commercial and 

2. industrial 

There are also two types of L/C:

· sight L/Cs  and

· usance  L/Cs 

Sight L/C has to be paid immediately though advanced payments can be allowed. Usance L/C has to be at a fixed maturity date. For example, payment upon the receipt of goods.

Beneficiaries that want to apply for a l/c need to have proper credit facilities. After  calculating  the outstanding  and  there  is still room, then  a l/c  is issued. Calculations of margin and charges are also done. Upon the receipt of goods, proper documentation is certified and then   payment is done. The reimbursement of funds can be made in through negotiating. They can be negotiated to the bank of choice in the relevant currency.

Essentially, an import letter of credit does not differ from an export letter of credit except from the point of view if the user. An importer has different considerations from those of the exporter, and a well-structured letter of credit will adequately serve the needs of both.

The  application process:

When a buyer determines that he will need a letter of credit in order to purchase or finance an order, an application  must be completed. A letter of credit constitutes a contingent liabilities  of the applicant(buyer) and , therefore , the bank , which issues it, hence each letter of credit  issued, becomes  an extension of commercial credit. For that reason, it is  necessary  to apply for an import letter  of credit  just as one would apply  for a loan. Once the credit approval is in place , the actual process    of  requesting  the issuance of  the letter of  credit can be a relatively simple one.

Requesting  an  amendment 

If, after the letter of credit  has been  received , the seller finds that some of its terms or conditions are  unacceptable , he may contract  the buyer to arrange for an amendment. The buyer  then requests the issuing bank to issue an amendment. If the terms of the amendment restrict, contract , or alter the value of the letter of credit in any way, the seller must  grant his approval before the amendment  can be considered.

4.5.3 Procedure of import

The  procedure, which follows at the time of import , is as follows 

· The buyer and the seller conclude a sale contract provided for payment by documentary credit.

· The buyer instructs his bank (the issuing bank) to issue a credit in favor of the seller/exporter/ beneficiary.

· The issuing bank then sends message to another bank (advising /confirming bank), usually situated in the country of seller then advise or confirms the credit issue.

· The advising / confirming bank then informs the seller through his bank that the credit has  been issued.

·  As  soon  as  seller receives  the credit, if the credit satisfy him or her  then he or she  can reply  that , he or she can meet its terms and conditions, he or she is in the position to load  the goods and dispatch them.

· The seller /exporter  then sends the documents evidencing the shipment  to the bank where the credit is available (the  nominated bank). This  can be the issuing bank of  advising /confirming bank ;bank named in the credit as the paying ,accepting  and negotiating bank.

· The bank then checks the documents against the credit. If the documents meet the requirements if the credit, the bank pay, accept or negotiate according to the terms of credit. In the case if credit  available by negotiation, issuing bank will negotiate the resources.

· The bank if other than the issuing bank sends  the documents to the bank.

· The issuing bank checks the documents and if they find that the documents has meet the credit  requirements, than they realize to the  buyer upon payment of the amount due or other  terms agreed between him and the  issuing bank.

· The buyer sends transports documents to the carrier will then proceed to deliver the goods.

4.5.4 Financing features

Besides serving as a vehicle for payment, a letter of credit can serve as a  financing instruments if the seller and issuing bank agree to the arrangement. The most common methods are described below.

· Deferred payment:

With this arrangement, payment is not required until a specified number of days after shipment of the merchandise .they buyer will have access to the documents so that he can claim his goods from the carrier, but payment is deferred until the stipulated future date. 

· Time  draft :

As with a deferred payment letter of credit, the buyer will be able to obtain the merchandise without making immediate payment as long as the letter of credit stipulates that the draft be drawn at a specified number of days after sight or after shipment. The bank on which the draft is drawn accepts the draft, thereby  creating a bankers acceptance, and undertakes to pay it at its maturity. The seller then  has the option of holding the draft to its maturity  and collecting its face value, or discounting the draft before it maturities. Discount  rates  are usually more receivables with this instruments is attractive, especially  in a high interest rate environment.

Payment  procedure of the import document:

1. Date of payment:

Usually is made within 7 day after the documents have been received if the payment is become differed, the negotiating bank claim interest for making delay.

2. Preparing sale memo:

a sale memo is made at B.C. rate to the customer. As the T.T. &O.D. rate is paid to the ID, the difference between these two rates is exchange trading. Finally, an inter branch exchange trading credit advice is sent to ID.

2 Requesting for currency:

for arranging necessary fund for payment, a requisition is sent to the international department.

Import business of SBL:

Transmission of telex: a telex is transmitted to the correspondent bank ensuring that payment is being import business of Standard Bank Ltd. from the year 2000 to 2005.

The import business handled by the Bank during the year 2005 rose to Tk. 16144.50 million against Tk. 11353.30 million in 2004 which shows growth rate 42.20% in respect of 2004. The total foreign exchange business handled by the Bank also showed a marked increase from that of the corresponding period.

	Particulars
	2007
	2006
	2005
	2004
	2003

	Import Business
	26154.56
	16144.50
	11,353.30
	6435.83
	5171.88


                                         Graphical presentation  of import business of SBL
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It can be seen from the table and the graph that the import business of SBL is increasing every year at a very high rate. in the year 2004 and 2005 the  increase is more compared to other 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 growth is lower than the year 2004. Though the growth rate is not increased that much but the volume of import is increasing every year.

4.5.6 Export Business:


The export business handled by the Bank during the year 2005 rose to Tk. 7569.10 million against Tk. 3536.50 million in 2004 which shows growth rate 114.03% in respect of base year 2004. The total foreign exchange business handled by the Bank also showed a marked increase from that of the corresponding period.

	Particulars
	2006
	2005
	2004
	2003
	2002
	20010

	Export Business
	7569.10
	3536.50
	1713.21
	871.74
	682.48
	81.77


                                            Graphical presentation of Import business of SBL.
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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 weight 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 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 start 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 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 .

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

4.5.7 Export L/C process

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 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:--

· 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 ), 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.

4.5.8: Export financing 

Export financing can be two types 

1. pre-shipment credit 

2. post-shipment credit

1.  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 exporter 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 insist in the exporter finishing 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 materials .In this case ,cash credit facilities are extend ed against the pledge  of goods to be stored in the godown  under banks control by singing a letter of pledge and other pledge documents .the exporter surrenders the physical possession of the goods to the banks 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 AGAINEST TRUST RECEPIT

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 assistances of bank are held by him in trust for the bank .trust 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 banks custody. This facility is allowed only ton 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 /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 line. 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.

                            

    


5.0 LOANS & ADVANCES
This is the survival unit of the bank because until and unless the success of this department is attained, the survival is a question to every bank. If this section does not properly work the bank itself may become bankrupt. This is important because this is the earning unit of the bank. Banks are accepting deposits from the depositors in condition of providing profit to them as well as safe keeping their profit. Now the question may gradually arise how the bank will provide profit to the clients and the simple answer is – Investments & Advance. 

5.1 Reason for which bank provides Investment to the Borrowers 

· To earn profit from the borrowers and give the depositors profit.

· To accelerate economic development by providing different industrial as well as agricultural Investment.

· To create employment by providing industrial Investments.

· To pay the employees as well as meeting the profit groups.

Credit is continuous process. Recovery of one credit gives rise to another credit. In this process of revolving of funds, bank earns income in the form of profit. A bank can invest its fund in many ways. Bank makes Investment to traders, businessmen, and industrialists. Moreover nature of investment may differ in terms of security requirement, disbursement provision, terms and conditions etc.

       5.2 Lending principles:

The Principle of lending is a collection of certain accepted time tested Standards, which ensure the proper use of Investment fund in a profitable way and its timely recovery. Different authors describe different principles for sound lending.

1. Safety

2. Security

3. Liquidity

4. Adequate yield

5. Diversity

1.Safety:


Safety should get the prior importance in the time of sanctioning the Investment. At the time of maturity the borrower may not will or may unable to pay the Investment amount. Therefore, in the time of sanctioning the Investment adequate securities should be taken from the borrowers to recover the Investment. Banker should not sacrifice safety for profitability. STANDARD Bank Ltd. exercises the lending function only when it is safe and that the risk factor is adequately mitigated and covered.  

2. Liquidity: 

Banker should consider the liquidity of the Investment in time of sanctioning it. Liquidity is necessary to meet the consumer need.

3.Security: 

Banker should be careful in the selection of security to maintain the safety of the Investment. Banker should properly evaluate the proper value of the security. If the estimated value is less than or equal to Investment amount, the Investment should be given against such securities. The more the cash near item the good the security. In the time of valuing the security, the Banker should be more conservative.

      4. Adequate Yield: 


As a commercial origination, Banker should consider the profitability. So banker should consider the profit rate when go for lending. Always Banker should fix such an profit rate for its lending which should be higher than its savings deposits profit rate. To ensure this profitability Banker should consider the prospect of the project.

5. Diversity: 

Banker should minimize the portfolio risk by putting its fund in the different fields. If Bank put its entire Investment able fund in one sector it will increase the risk. Banker should distribute its Investment able fund in different sectors. So if it faces any problem in any sector it can be covered by the profit of another sector.

5.3 Reasons for investment defaults: 


There are many reasons for Investment default. The principle reasons are:
5.4 Process of Investment:

	Heads
	Characteristics

	Application
	Applicant applies for the Investment in the prescribed form of the bank describing the types and purpose of Investment.

	Sanction
	1. Collecting credit information about the applicant to determine the credit worthiness of the borrower. Sources of information

2. Personal Investigation, Confidential Report from other bank, Head Office/Branch/Chamber of Commerce.

3. CIB (Central Information Bureau) report from Central Bank.

i. Evaluation of compliance with its lending policy. 

ii. Evaluating the proposed security.

4. LRA is must for the Investment exceeding one crore – as ordered by Bangladesh Bank..

5. If everything is in accordance the Investment is sanctioned

	Documentation
	a. Then bank prepare a Investment proposal which contains terms and conditions of Investment for approval of H.O. or Manager.

b. Takes the necessary papers and signatures from borrower

	Disbursement
	A Investment Account is opened. Where customer A/C-------------------------Dr.                  

               Respective Investment A/C   --------------------------------------------Cr.                      


 Services offered by Investment Department

The different types of Investments and Investment that Standard Bank offers are as follows:

1. Secured Overdraft (SOD)

2. Investment against Imported Merchandise (LIM)

3. Investment against Trust Receipt (LTR)

4. Payment Against Document (PAD)

5. House Building Investment 

6. House Building Investment (staff)

7. Term Investment.

8. Investment (general)

9. Bank Guarantee

10. Export Cash Credit

11. Cash Credit (Pledge)

12. Cash Credit (Hypo)

13. Foreign Documentary Bill Purchase (FDBP)

14. Local Documentary Bill Purchase (LDBP)

5.5.1 Secured Overdraft (SOD): 

It is a continues advance facility. By this agreement, the banker allows his customer to overdraft his current account up to his credit limits sanctioned by the bank. The profit is charged on the amount, which he withdraws, not on the sanctioned amount. Standard Bank sanctions SOD against different security.

SOD (general):
Advance allowed to individual/ firms against financial obligation (i.e. lien on FDR/PSP/BSP/ insurance policy share etc.) This may or may not be a continuous Credit.

SOD (others):

Investment allowed against assignment of work order or execution of contractual works falls under this head. This advance is generally allowed for a definite period and specific purpose i.e. it is not a continuous credit. It falls under the category "others"
SOD (Export):

Advance allowed for purchasing foreign currency for payment against L/Cs (Back to Back) where the exports do not materialize before the import payment. This is also an advance for temporary period, which is known as export finance and under the category “commercial lending".

5.5.2 LIM (Investment against Imported Merchandise):

Investment allowed for retirement of shipping documents and release of goods imported through L/C taking effective control over the goods by pledge in go downs under Banks lock & key fall under this type of advance. This is also a temporary advance connected with import, which is known as post‑import financing, falls under the category “commercial lending".

5.5.3 LTR (Investment against trust receipt):

Advance allowed for retirement of shipping documents, release of goods imported through L/C falls under trust with the arrangement that sale proceed should be deposited to liquidate within a given period. This is also a temporary advance connected with import, which is known as post‑import financing, falls under the category “commercial lending". 

5.5.4 PAD (payment against document):

Payment made by the Bank against lodgment of shipping documents of goods imported through L/C falls under this head. It is an interim advance connected with import and is generally liquidated against payments usually made by the party for retirement of the documents for release of imported goods from the customer’s authority. It falls under the category “commercial Bank". 

5.5.5 House building Investment (General):

Investments allowed to individual/ enterprise construction of house (residential or commercial) fall under this of advance. The amount is repayable by monthly installment within a specified period, Investment is known as Investment (HBL‑GEN).

· Introduction:

House building Investment is one of the common credit policies of banking sector. There was only one institution in our country, which is specified in HBFC, Bangladesh House Building Finance Corporation. Now days, besides this bank many commercial bank and Leasing Company provides house‑building Investment to the customers.

· Profit rate:

Profit rate may changes from time to time depending on the market profit rate. From the customer point of view this changes have an adverse impact on the customers. Some times if they have to bear a higher profit on the principal amount which causes a great burden on them. 

· Disbursement Procedure:

The Disbursement Procedure or timing of disbursement depends on the client or the progress of work of the construction. The disbursement can be made two or three stages or more depending on the above conditions.

· Made of repayment:

The Investment shall be adjusted by monthly installment basis. The repayment will start from 6 (six) months, of the date of first disbursement (it may change according to the terms and conditions of the agreement). 

· Collateral:

The land and the construction on the land are normally given as collateral. It may changes: -

· The documents to be obtained​:

1. DP note.

2. Letter of disbursement

3. Letter of installment.

4. Letter of guarantee.
5. Letter of under taking.

6. Letter of agreement.

7. Irrevocable general power of attorney.

8. Memorandum of deposit of title deed.

9. Any other documents if considered

House building Investments (staff):

Investments allowed to the Bank employees for purchase/construction of house shall be known as Staff Investment (HBFC‑STAFF).

Term Investment: 

Standard Bank considers the Investments, which are sanctioned for more than one year as term Investment. Under this facility, an enterprise is financed from the starting to its finishing, i.e. from installation to its production. 

 Investment (general):

Short term and long term Investments allowed to individual/ firms / industries for a specific purpose but a definite period and generally repayable by the installments fall under this head. These types of lending are mainly allowed to accommodate financing under the categories.

a) Large and Medium Scale Industries. 

b) Small and Cottage Industries, Very often term financing for agriculture and others are also included here.

Bank guarantee:

The bank is very often requested by his customer to issue guarantees on their behalf to a third party – committing to make an unconditional payment of certain amount of money to the third party, if the customer (on whose behalf it gives guarantee) becomes liable, or creates any loss or damage to the third party. 

Export cash credit (ECC):

Financial accommodation allowed to customer for exports of goods falls under this head is categorized as “Export Credit ". The Investment must be liquidated out of export proceeds within 180 days. 

Cash Credit Hypothecation (CCH)

The mortgage of movable property for securing Investment is called hypothecation. Hypothecation is a legal transaction whereby goods are made available to the lending banker as security for a debt without transferring either the property in the goods or either possession. The banker has only equitable charge on stocks, which practically means nothing. Since the goods always remain in the physical possession of the borrower, there is much risk to the bank. So, it is granted to parties of undoubted means with the highest integrity.

Cash Credit Pledge(CCP): 

Bailer in this case is called the “Pawnor” and the bailee is called the “Pawnee”. In a contract of pledge, Pawnor must deliver the goods pledged to the Pawnee either actually or constructively. Transfer of possession in the judicial sense is essential in the valid pledge. In case of pledge, the bank acquire the possession of the goods or a right to hold goods until the repayment for credit with a special right to sell after due notice to the borrower in the event of non-repayment.

· The formalities for Opening cash credit:

The intending cash credit holder should submit the following documents and being fulfill properly:

1. Stock report, Rent receipt.

2. Trade license.

3. Up to date income tax clearing certificate.

4. Charge documents

5. Letter of continuity

6. Letter of arrangement

7. DP (Demand promissory) note.

8. Letter of guarantee.

9. Letter lien.

10. Limit sanctions advice.

11. Non-encumbrance certificate.

Observing the documents the bank authority prepare a CC proposal from that contains the following information.

· Nature of business.

· Transaction with CD account by the client.

· Allied deposit with SB/STD account.

· Number of adjustment(S)(applicable only for renewal of CC)

· Recycling: It is the ratio of total credit summation to the limit. If the ratio is higher it is better from bankers point of view.

· Turn over in the account.

Based on the above-mentioned information the dealing officer of the Investments and Investment department prepares recommendation about the prospect of granting the CC Investment to the client.

Foreign Documentary Bill Purchased (FDBP):

Payment made to a customer through purchase/ negotiation of a foreign documentary bills falls under this head. This temporary advance is adjustable from the proceeds of the shipping/export documents. Its falls under the category “Export Credit" 

Local Documentary Bill Purchased (LDBP):

Payment made against documents representing sell of goods to local export oriented industries, which are deemed as exports, and which are denominated in Local currency/ foreign currency falls under this head. The bill of exchange is held as the primary security. The client submits the usance bill and the bank discounts it. This temporary liability is adjustable from the proceeds of the bills.

5.6 LENDING AUTHORITY:

As sure proper and orderly conduct of the business of the Bank, the Board of Directors' will empower the Managing Director and other Executives of the Bank to lend up certain amount under certain terms and conditions at their discretion. The lending officer is broadly categorized as follows:

· Managing Director

· Deputy Managing Director

· Executive vice President asstt. 

· Senior vice President

· Vice President

· Senior asstt. Vice President

· Asst. vice President.

The amount and scope of each Officer lending authority is a function of the amount and extent of authority required by the officer to carry out his/her responsibilities to the Bank and its clients may prudent, effective manner. It must be emphasized that an Officer will not be delegated lending authority only on the basis of his position. In other words, an officer does not automatically get lending authority by virtue of his corporate and/ or functional title. Specified lending authority will be delegated by the Managing Director to various Executives after taking into consideration his proven credit judgment, knowledge and experience. The amount of lending authority approved by the Board for various Executives form the upper limits of the authority that may be delegated to an officer holding corporate title. Each individual lending authority will be delegated to him in writing. The managing Director with the Executive Committee/ Board will review all lending authorities periodically.    

Credit Information Bureau (CIB):

Bangladesh Bank has established within itself a Credit Information Bureau (CIB), which collects credit information from the banks. Banks are required to furnish such information in respect of credit limit of Tk. 50000 and over. They mention the Name of facility, security and charge along with outstanding balance. After consolidating such information in respect of each customer, the central bank supplies to the total limits sanctioned to and the number of banks dealing with a party. Thus the banks can find out if any of their customers is having excessive borrowings from the banking system at any particular time.

5.7 IVESTMENT CLASSIFICATION:

Investment classification is a process by which the risk or loss potential associated with the Investment accounts of a bank on a particular date is identified and quantified to measure accurately the level of reserves to be maintained by the bank to provide for the probable loss on account those risky Investment.
Like other banks, all types of Investments of STANDARD Bank fall into following four scales:

· Unclassified: Repayment is regular.
· SubStandard: Repayment is stopped or irregular but has reasonable prospect of improvement.

· Doubtful debt: Unlikely to be repaid but special collection efforts may result in partial recovery.

· Bad/ Loss: Very little chance of recovery.

5.8 Creation of Charges for securing Investment:

For the safety of Investment, bank requires security from the Investment so that it can recover the Investment by selling security if borrower fails to repay. Creation of a charge means making it available as a cover for an advance. The method of charging should be legal, perfect, and complete. Importance of charging security:

· Protection of profit

· Ensuring the recovery of the money lent

· Provision against unexpected change

· Commitment of the borrower

5.9 SECURITIES: 

To make the Investment secured, charging sufficient security on the credit facilities is very important. The banker cannot afford to take the risk of non-recovery of the money lent. Standard Bank charges the following two types of security, -

1. Primary security: These are the security taken by the ownership of the items for which bank provides the facility.

2. Collateral security: Collateral securities refer to the securities deposited by the third party to secure the advance for the borrower in narrow sense. In wider sense, it denotes any type of security on which the bank has a personal right of action on the debtor in respect of the advance.
5.10 MODES OF CHARGING SECURITY:

There are different modes of charging the bank exercises security:

1. PLEDGE: 

Pledge is the bailment of the goods as security for payment of a debt or performance of a promise. A pledge may be in respect of goods including stocks and share as well as documents of title to goods such as railway receipt, bills of lading, dock warrants etc. duly endorsed in bank’s favor. 

2. HYPOTHECATION: 

In case of hypothecation the possession and the ownership of the goods both rest the borrower. The borrower to the banker creates an equitable charge on the security. The borrower does this by executing a document known as Agreement of Hypothecation in favor of the lending bank.

3. LIEN: 

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

4. MORTGAGE: 

According to section (58) of the Transfer of Property Act,1882 mortgage is the ‘’transfer of an profit in specific immovable property for the purpose of securing the payment of money advanced or to be advanced by way of Investment, existing or future debt or the performance of an engagement which may give rise to a pecuniary liability”. In this case the mortgagor dose not transfer the ownership of the specific immovable property to the mortgagee only transfers some of his rights as an owner. The banker exercises the equitable mortgage.

5.11 DOCUMENTATION:

Documentation can be described as the process or technique of obtaining the relevant documents. In spite of the fact that banker lends credit to a borrower after inquiring about the character, capacity and capital of the borrower, he must obtain proper documents executed from the borrower to protect him against willful defaults. Moreover, when money is lent against some security of some assets, the document must be executed in order to give the banker a legal and binding charge against those assets. Documents contain the precise terms of granting Investments and they serve as important evidence in the law courts if the circumstances so desire. That’s why all approval procedure and proper documentation shall be completed prior to the disbursement of the facilities. 

CREDIT DISBURSEMENT:

Having completely and accurately prepared the necessary Investment documents, the Investment officer ready to disburse the Investment to the borrower’s Investment account. After disbursement, the Investment needs to be monitored to ensure whether the terms and conditions of the Investment fulfilled by both bank and client or not.

 Administration/ monitoring:

The administration of the Investment process shall ensure. Compliance with all laws and regulations at both local and global levels including bank policy as set out in this document and the Banks credit manual/ circulars.

Proper analysis of credit proposal is complex and requires a high level of numerical as well as analytical ability and common sense to ensure effective understanding of the concepts and thus common sense. To ensure effective understanding of the concepts and thus to make the overall credit portfolio of the Bank healthy proper staffing of the credit departments shall be done through placement of qualified officials who have got the right aptitude, formal training in finance, credit risk analysis, Bank credit procedures as well its required experience. Where repayment and profit servicing performance of a credit deteriorates shall be identifies at an early state and closely monitored to avoid low losses.

  




Financial Performance Analysis:

With the help of 5 years balance sheet and income statement managed from the Annual Reports of Standard Bank Limited I have done the following ratio analysis.

Financial indicators in the last six years

	Item
	Ratio
	2007
	2006
	2005
	2004
	2003

	Earning Ability
	Return on Equity
	20.59%
	16.71%
	23.16%
	16.05%
	10.94%

	
	Return on Assets
	2.19%
	2.11%
	1.25%
	087%
	0.99%

	
	Net Interest Margin
	3.89%
	3.74%
	2.86%
	2.30%
	3.93%

	
	Earning Base in Assets
	95.21%
	99.42%
	93.94%
	95.70%
	87.49%

	Productivity
	Deposit Per Branch
	485.00
	374.16
	315.50
	274.91
	228.23

	
	Deposit Per Employee
	21.56
	17.32
	15.65
	16.82
	8.41

	
	Advance Per Branch
	433.38
	330.14
	268.90
	236.52
	83.53

	
	Advance Per Employee
	19.26
	15.28
	13.34
	9.85
	3.08

	
	Net Profit Per Branch
	13.59
	10.12
	5.08
	3.53
	2.59

	
	Net Profit Per Employee 
	0.604
	0.469
	0.248
	0.131
	0.095

	Cost – Efficiency 
	Manpower Expense to Total Expense


	13.35%
	11.96%
	16.71%
	18.37%
	9.28%

	
	Total Interest Expense to Earning Assets


	5.35%
	6.53%
	6.44%
	6.40%
	22.02%

	
	Total Non-Interest Expense to Earning   Assets
	2.13%
	2.50%
	2.81%
	2.91%
	7.52%


	Comments on Different Ratios:
Return on equity: Net Profit After Tax/Total Equity Capital

          Equity Capital = Paid-up Capital + Reserve & Surplus + Undistributed Net Profit

Note: ROE is a measure of the rate of return flowing to the bank’s shareholders. Though it could not make any profit in the first year, it started improving gradually. The highest ROE achieved in 2004. 

	Return on assets: Net Profit After Tax/Total Assets

Note: ROA is primarily an indicator of managerial efficiency. It indicates how capably the management of the bank has been utilizing the institution assets to generate net earnings.

After the initial loss started improving, but the rate is too low. The highest ROA achieved in 2006.

	Net interest margin: (Interest Income – Interest Expense)/Total Assets

Note: The net interest margin measures how large a spread between interest revenues and interest cost management has been able to achieve by close control over the earning assets and pursuit of the cheapest sources of funding. 

Increasing over the years except in the year 2002 & 2003.

	Earning base in assets: Total Earning Assets/Total Assets = (Total Assets – Non                                               Earning Assets)/Total Assets

.Note: Non-Earning Assets = Cash + Fixed Assets + Intangibles

Almost increasing and  shows good indicators. 

	Deposit per branch: Total Deposits/No. of Branches.

It is increasing every year.  

	Deposit per employee: Total Deposits/ No. of Employee.

Consistently increasing over the years.

	Advance per branch: Total Amount of Advances/Total No. of Branches.

Good performance. Consistently increasing over the years. Highest was in 1999

	Advance per employee: Total Advances/Total No. of Employee.

Very good. Consistently increased over the years.


	Profit per employee: Net Profit After Tax/No. of Employee.

Gradually increasing every year.



	Profit per branch: Net Profit After Tax/No. of Branch.

After initial loss start earning profit and it increases every year. Highest was in 2004.

	Manpower expense to total expense: Manpower Expense/Total Expense

This ration is not in a good shape. One year it is decreasing, another year it is increasing over the years. 

	Total interest expense to earning assets: Total Interest Expense/Earning Assets
It is in good shape. It is decreasing every year.

	Total non-interest expense to earning assets: Total Non-Interest Expense/Earning Assets 

It is decreasing over the years. Good sign for the bank.


CAMEL Rating

CAMEL rating has some formula and Standard level of values for each measure for rating the bank’s performance as strong, satisfactory, fair, marginal and unsatisfactory.

The rating formulas with its Standards are given below:

►
Capital Adequacy Ratio:

It is the ratio of capital and reserve (adjusted) to the risk weighted assets. The main objective of this ratio is to find out the proportion of reserve to the risky assets that mean the capacity to cover the risk with reserve. Incase of capital banks (Tier-1 and Tier-2) have to maintain not less than 9% of total risk weighted assets with at least 4.50 % in Tier-1 capital. [BRPD Circular No.10 issued by Bangladesh Bank on 25th November 2002]

                                    Capital and Reserves (Adjusted)

Capital Adequacy =   __________________________  X 100
                                      Total Risk Weighted Assets.

Constituents of Capital:

Core Capital (Tier-I)

A. Paid up Capital

B. Non-repayable share premium account

C. Statutory Reserve

D. General Reserve

E. Retained Earnings

F. Minority interest in Subsidiaries

G. Non-Cumulative irredeemable Preference Shares

Supplementary Capital (Tier II)

A. General provision (1% of Unclassified loans)

B. Assets Revaluation Reserves

C. All other Preference Shares

D. Perpetual Subordinated debt

_________________________________________________________________

( If there is any shortfall in required provision and if there is any loss then it shall have to be adjusted and after such adjustment, the capital & reserve of the bank is determined. 

Risk-weighted Assets:

Balance sheet assets and off-balance sheet exposures are to be weighted according to broad categories of relative risk. There are five categories of risk weight-0, 10, 20, 50 and 100 percent. 

A brief explanation of the components of risk category may help to understand the basic approach given to risk-based plan.

           The first category zero percent is given to items like cash in hand and in banks indicating that the banking company holds no risk in retaining the assets.

           The last category of maximum 100 percent is given to items private business and consumer loans indicating highest risky assets. The items like export and other foreign bills, private sector loans etc.

Risks are assigned according to nature and anticipated risks associated with the Balance Sheet assets.

Off-balance sheet transactions are to be converted to balance sheet equivalents before being allocated a risk weight. Four categories of credit equivalents-100, 50, 20 and 0 percent will apply. 

	Particulars
	2007
	2006
	2005
	2004
	2003

	Capital Adequacy Ratio
	15.63%
	21.00%
	10.07%
	11.27%
	27.05%


Capital Adequacy Ratio Rating Scale

	Rating
	Description
	Percentage

	1
	Strong
	10.00% and above

	2
	Satisfactory
	9.00% - 9.99%

	3
	Fair
	8.00% - 8.99%

	4
	Marginal
	7.00% - 7.99%

	5
	Unsatisfactory
	6.99% and below


►
Asset Quality Ratio:

This ratio is between classified loans to total loans. Loans and advances are the assets of a bank. If can is made without prudential judgment that involves project appraisal, proper repayment schedule, industry conditions and so many others  the loans and advances have every possibility to be classified. A higher amount of classified loans indicate the inefficiency in management.

Classified Loans

Asset Quality    =   ________________ *
100
Total Loans.

	Particulars
	2006
	2005
	2004
	2003
	2002

	Assets Quality Ratio
	0.43%
	0.47%
	0.52%
	16.60
	0.00


Asset Quality Rating

	Rating
	Percentage Scale
	Description

	1
	Up to 5.00%
	Strong

	2
	5.01% - 10.00%
	Satisfactory

	3
	10.01% - 15.00%
	Fair

	4
	15.01% - 20.00%
	Marginal

	5
	Above 20.00%
	Unsatisfactory


►
Earning Ratio (E):

Earning ratio is the ratio between net income and total assets. It measures that how much the bank earns utilizing its total assets. If earning is higher, the bank is certainly in good position.

Net Income

Earning Ratio    =   ____________ *100
Total Assets.

	Particulars
	2006
	2005
	2004
	2003
	2002

	Return on Assets (ROA)
	4.44
	4.06
	2.31
	2.19
	2.12


Earning Rating

	Rating
	ROA
	Remarks

	1
	1.80% and above
	Strong

	2
	0.60%-1.79%
	Satisfactory

	3
	0.25%- less than 0.60%
	Fair

	4
	Below 0.25%
	Marginal

	5
	Net losses
	Unsatisfactory


►
Liquidity (L):

Liquidity is one of the most important decision on the part of a bank. Because if a bank has not enough liquid money, it will not be able to meet up the public demand which in result deposit position may be deemed. So banks have to maintain a good amount of liquid money to meet up the public demand.

 


              Liquid Assets

*Liquidity (SLR)       =   ___________________________

 *
100
               


Total Time and Demand Deposits.
Total Loan


Liquidity (LDR)    = ----------------------------------------------X 100





Total Deposit

Tk. in Million

	Particulars
	2006
	2005
	2004
	2003
	2002

	Liquid Assets
	2721.14
	2018.43
	1685.76
	1505.24
	1439.13

	Total Time & Demand Deposits
	8731.00
	5612.42
	4101.56
	2749.07
	2054.12

	Total Loan
	7801.00
	4952.24
	3495.71
	2365.18
	751.78

	SLR
	31.16%
	35.96%
	41.10%
	54.75%
	70.06%

	LDR (Loan Deposit Ratio)
	89.34%
	88.23%
	85.22%
	86.03%
	36.60%


Liquidity Rating

	Rating
	Rating Scale
	Remarks

	
	Statutory Liquidity Reserve (SLR)
	Loan Deposit Ratio (LDR)
	

	1
	30% and above
	Less than 60%
	Strong

	2
	20.00%-29.99%
	60% to 80%
	Satisfactory

	3
	19.00%-19.99%
	81% to 85%
	Fair

	4
	10.00%-18.99%
	86% to 90%
	Marginal

	5
	Below 10%
	91% and above
	Unsatisfactory


​​​​​​​​​​​​​​
__________________________________________________________________

*In accordance with the Section 33 of Bank Companies Act 1991 and subsequent BCD Circular No.13 dated May 24, 1992; BRPD Circular No.12, dated 20.09.1999 and BRPD Circular No.22, dated 06.11.2003 the bank has to maintain Statutory Liquidity Reserve (SLR) at least 12%.

Comments:

It has been observed from the above that from 2004 to 2007 the Bank possessed strong position in the CAMEL rating. 

The overall performance of Standard Bank on the basis of composite rating 1 (strong) is defined as follows:

· Basically sound in every respect.

· Resistant to external economic and financial disturbance.

· No cause for supervisory concern.

                                         




                 


SWOT Analysis

SWOT Analysis is an important tool for evaluating the company’s Strengths, Weaknesses, Opportunities and Threats. It helps the organization to identify how to evaluate its performance and scan the macro environment, which in turn would help the organization to navigate in the turbulent ocean of competition.

STRENGTHS

· Company Reputation

SBL has already established a favorable reputation in the banking industry of the country particularly  among the new comers. With in a period of six years, SBL has already established a firm footing in the banking sector having tremendous growth in the profits and deposits. All these have leaded it to earn a reputation in the banking field.

· Sponsors

SBL has been founded by a group of eminent entrepreneurs of the country having adequate financial strength. The sponsor directors belong to large industrial conglomerates of the country. The Board of Directors headed by its Chairman Mr. Kazi Akram Uddin has earned the reputation of being a successful businessman. Other directors are also eminent in their respective business area. Therefore, SBL has a strong financial strength and is built upon a strong foundation.

· Leadership

At SBL, eminent banker Mr. Mosharaf Hossain as the CEO of the Bank head of the management team. His years of banking experience at Pubali Bank Limited and others have enable him to navigate the organization in the turbulent ocean of fierce competition and taking SBL to a new millenium. Mr. S. A, Farooqui, currently the DMD of the Bank, supports the CEO. The bold leadership of Mr. Shahajadaa Syed M. Nizamuddinthe, Chief Banking Consultant (CBC) who was the former  CEO of the Bank has been guiding the CEO according to his Ex-experience.

· Top management 

Like the CEO and DMD the top management of the bank is also a major strength for the SBL and has contributed heavily towards the growth and development of the bank. The top management officials have all worked in reputed banks and their years of banking experience, skill, expertise will continue to contribute towards further expansion of the bank. At SBL, the top management is the driving force and the think tank of the organization where policies are crafted and often cascaded down.

· Market share profitability 

As already mentioned earlier, SBL has established a fin-n footing among the new comers in the banking industry of Bangladesh. They have already achieved a high growth rate accompanied by an impressive profit growth rate in 2004. The number of deposits and the loans and advances are also increasing rapidly.

· Strong financial resources 

Standard Bank Limited has strong financial resources to  run the banking business. In the year 2004 the capital fund of the bank including paid up capital, reserves, retained earnings stood at around Tk 759.00 million. It is expected that in the near future the banks financial resources will get much more stronger.

· Facilities and Equipment

SBL has adequate physical facilities and equipment’s to provide better service to the customers. The bank has computerized banking operations under the software called Bexi Bank. Counting machines in the teller counters have been installed for speedy service at the cash counters. Computerized statements for the customers as well as for the internal use of the banks are also available. All the branches of SBL are equipped with telex, SWIFT and fax facilities. 

· Impressive Branches

SBL has earned a reputation in the banking sector for establishing impressive branches. The Gulshan Branch, Dhanmondi Branch,  Uttara Branch , Agrabad Branch and the Jubilee Road Branch are the most lavish and impressive branches of SBL. This creates a positive image in the minds of the potential customers and many people get attracted to the bank. This is also an indirect marketing campaign for the bank for attracting customers. The other branches of the bank are also impressive and are compatible to foreign banks.

· Interactive Corporate Culture

SBL has an interactive corporate culture. Unlike other local organization, SBL’s working  environment is very friendly, interactive and informal. There are no hidden barriers or boundaries while interactive among the superior or the subordinate. The environment is also lively and since the nature of the banking job itself is monotonous and routine, SBL’s lively work environment boosts up the sprit and motivation of the employees. At the same time.

· Team work at mid level and lower level

At SBL mid level and lower level management, there are often team works. Many jobs are performed in-groups of two or three in order to reduce the burden of the workload and enhance the process of completion of the job. People are eager to help each other and people in general are devoted to work.

WEAKNESSES

· No Vision

The greatest irony is that despite claiming to be “Setting a new Standard in Bankin” which is used as its advertising platform and mission statement, the bank as of today has failed to develop a prescribed set of vision as it embarks in to the cyber age of twenty first century. The bank still could not identify the core area of business and where it should concentrate in its business, as the new millenium is already started. The bank does not have any long-term strategies of whether it wants to focus on retail banking or become a corporate bank. till now, the bank is in a nowhere situation. Unofficially, retail banking is discouraged but at the same time the bank is not being able to pull itself away from retail banking. At the same time SBL has failed to be a full-fledged corporate bank. The path for the future should be determined right now.

· Advertising and Promotion

This is a major set back for SBL and one of its weakest areas. SBL does not pursue an aggressive marketing campaign. It does not expose itself to the general public and are not in the lime light unlike other banks. As a result people are not aware of the existence of this bank. Moreover there make ambiguity in most of the people between the existence of Standard Bank and Standard Chartered Bank.

· Poor Recruitment

During its inception, SBL has not recruited competent people in filling up its lower and some mid level positions. Other than the recruitment of the Probationary Officers people who were recruited from banks for the lower management are not competent enough to provide the best output. As a result the services of the bank are being jeopardized. The external search of the bank in attracting people from other banks had flaws in it and the right people were not taken from the right bank.

· Reference appointment

This is one of the set backs of SBL and will have a long-term repercussion on the quality of Human Resource. Many people have been recruited under the reference of the recommendation of the Board of Directors, which has become a chronic disease in the PCB’s. as a result, people having inadequate qualifications and experience have been recruited only because of their ties with the sponsors. The practice must be stopped considering the future of the bank and it is very important to have a component workforce.

· Low remuneration package

The remuneration package for the entry and the mid-level management is considerably low. The compensation package for SBL entry level positions is even lower than the contemporary banks. Under the existing low pay structure, it will be very difficult to attract and retain MBA’s at SBL. Since foreign banks pay double then that of SBL, it will be very difficult to attract competent MBA’s in future for SBL. Therefore SBL will fall to attract competent MBA’s and retain them if they do not revise their pay structure.

· Human Resources Department

The HR department is another weak area of SBL. The HR department is very small relative to the size of the bank and other than the Head of HR wing, the staffs in this wing are incompetent to be an official in the HR department. Most of the HR practices and policies are not being followed or implemented here. The annual performance appraisal report of the employees are not evaluated properly and employees are not getting the required feedback. There is also no prescribed set of promotion policies. The bank is still practicing the traditional method where solely the experience or length of service is considered as the criteria for promotion. On the other hand, criteria for work output or productivity is not considered. Moreover, the HR department is only confined in the Head Office and does not have any role in the branch level activities.

· Centralized Decision-Making

At SBL, corporate decisions, the CEO. DMD and other top management officials craft policies and strategies and then they are cascaded down. At times the Board of Directors is also engaged in making corporate decisions. As a result of this practice there is only a top down flow of communication at SBL. The scope for bottom up communication is very limited and many bright ideas or opinions are not being able to climb up the ladder to the top management. Ideas remain their forever.

· Noise Pollution

This has become another major problem SBL. Since there are no cubical shaped offices, there is a tremendous noise in each department of the  Bank. The noise greatly hampers the work activity and the level of concentration. This is the problem of having an open space office where everyone is communicating with each other and creates noise.

· Lack of qualified system operators and computer operators

Currently at SBL’s Head office and in the Branches, there are computer operators who do not have any background academic knowledge on computer applications. 

· Few staff meetings

It has been observed that there are very few staff meetings and departmental meetings at the branch level. This is not a good management practice.

· Small Market Share

It is revealed from the industry analysis that market share of Southeast Bank in terms of deposits and advances are relatively low.

· High Concentration on Fixed Deposits

High concentration on fixed deposits has negative effect on Bank’s profitability. From our analysis it is found that during the period under review fixed deposit of the Bank was around 80% to 85% of total deposit.

OPPORTUNITIES

· Diversification

SBL can pursue a diversification strategy in expanding its current line of business. The management can consider options of starting merchant banking of diversify in to leasing and insurance. By expanding their business portfolio, SBL can reduce their business risk.

· Product line proliferation

There are several opportunities for SBL to expand its product line. In this competitive environment SBL must expand its product line to enhance its Sustainable Competitive Advantage (SCA). As a part of its product line proliferation, SBL can introduce the following products.

· ATM

This is the fastest growing modern banking concept. SBL should grab this opportunity and take preparations for launching ATM. Since SBL is a local bank, they can form an alliance with other contemporary banks in launching the ATM. Few local private commercial Banks have already successfully launched the ATM.

· Credit Cards and Tele banking

These are the new retail banking services provided by the foreign banks. SBL can evaluate the option of launching credit cards and Telebanking system. There are the recent developments in the banking sector and SBL should also evaluate the option of doing it.

· On-line banking

SBL should move towards the on line banking operations. It is high time that they should go for this because the foreign banks as well as some local banks are already in to the on line banking operations.

· Introduction of SBL’s own savings scheme  

This can be another new retail product for SBL. They can start introducing their own savings scheme or pension scheme for different professions. For example, Standard Chartered Grindlays has SYFANZ and PLANZ and Standard Chartered also has similar offers. Therefore for attracting more depositors, the management should consider the option of its own savings scheme.

· Introduction of corporate scheme

This is an innovative way of attracting corporate clients to the bank. In stead of providing CCS to executives of various companies, SBL can introduce a special scheme for corporate officers for the purchase of consumer durable at an attractive interest rate. In this way, the bank will be able to attract a lot of corporate clients and in the long run the bank would be benefited by getting business for the bank from the corporate clients in 

terms of L/C, Loans and advances etc. for example, officers of BTC, Lever Brothers, Square, BStandardco can be entered in to the corporate scheme.

· Separate schemes for service holders

The bank as a part of expanding its loan portfolio can assistance in terms of giving loans to service holders under various professions under a separate scheme. The bank can provide assistance to Engineers, Doctors, Lawyers and other professions under a separate scheme. Standard Chartered Grindlays has already introduced such a scheme for different professions.

THREATS

· Multinational Banks

The emergence of the multinational banks and their rapid expansion poses a potential threat to the new PCB’s. due to the booming energy sector, more foreign banks are 

expected to arrive in Bangladesh. Moreover, the already existing foreign banks such as Standard Chartered, CITI N.A  are now pursuing an aggressive branch expansion strategy. This bank is establishing more branches countrywide and are expected to get into for operation soon. Since the foreign banks have tremendous financial strength, it will pose a threat to local banks to a certain extent in terms of grabbing the lucrative clients.

· Upcoming Banks

The upcoming private local banks can also pose a threat to the existing PCB’S. it is expected that in the next few years more local private banks may emerge. If that happens the intensity of competition will rise further and banks will have to develop strategies to complete against an on slaughter of foreign banks.

· Contemporary Banks

The contemporary banks of SBL such as  Standard Bank, Premier Bank, Bank Asia, and Mercantile Bank are its major rivals. Mercantile Bank and others are carrying out aggressive campaign to attract lucrative corporate clients as well as big time depositors. SBL should remain vigilant about the steps take by these banks as these will in turn affect SBL strategies.

· No new deposit creation

This is a problem and a threat faced by the whole banking sector of Bangladesh. Due to the current economic slowdown, there is hardly any new deposit creation as there few investments and savings accompanied by a galloping inflation. As a result the new banks are not being able to attract absolutely new depositors but rather they have to hunt or snatch away depositors from other banks.

· Default culture

This is a major problem in Bangladesh. As SBL is a very new organization the problem of non-performing loans is very minimum or insignificant. However, as the bank becomes older this problem arises and the whole community suffers from this chronic disease. SBL has to remain vigilant about this problem so that proactive strategies are taken to minimize this problem if not elimination.

                                               

                   


8.1 Project Finance:

One of the big earning sources of bank is from project finance. Standard Bank provides this loan facility to the clients varying according to the nature of the project as well as the type of clients.  Short term and long term Investments allowed to individual/ firms / industries for a specific purpose but a definite period and generally repayable by the installments fall under this head. These types of lending are mainly allowed to accommodate financing under the categories.

a) Large and Medium Scale Industries. 

b) Small and Cottage Industries, Very often term financing for agriculture and others are also included here.

8.2 Disbursement Procedure:

The Disbursement Procedure or timing of disbursement depends on the client or the progress of work. The disbursement can be made two or three stages or more depending on the conditions.

8.3 Made of repayment:

The Investment can be adjusted by monthly installment basis. The repayment will start from 6 (six) months, of the date of first disbursement (it may change according to the terms and conditions of the agreement). Payment can be made in annuity or in general terms.

8.4 Duration:

Duration for this type of loan is ranging from 1years to 6 years. More than 6years loan can be made by the bank. But generally Standard Bank do not go for such long term investment.

8.5 Total Procedures of Project appraisal in Standard Bank:



















 Standard Bank use ratio analysis tools in measuring a project’s financial risk. These are- 

1. Debt to Equity Ratio = Total Liabilities/ Tangible Net worth

2. Liquidity Ratio          = Current Assts/ Current Liabilities

3. Profitability Ratio     = Operating Profit/ Sales

4. Interest Coverage Ratio = EBIT/ Interest on Debt

Standard Bank do no follow any risk measurement tools like Standard deviation or correlation of variation, but check the NPV, IRR or some other capital budgeting tools and techniques that are given in the project for consideration. My later part of this chapter will cover project appraisal using capital budgeting tools and techniques, risk measurement tools as well as ratio analysis. It can be mentioned that this is one of the project from investment division of Standard Bank and propel for fund.

8.7 Project Profile 

Name of the Project                : ABC Textile Mills Ltd

Address                                   : Shibaloy, Savar.

Chairman &

Managing Director                  : Mr. A

Total Fixed Cost                      : Tk. 969.74 Lac

Working Capital                      : Tk. 345.25 Lac


Proposed Term Loan               : Tk. 340.00 Lac

Proposed Equity                      : Tk.146.58 Lac

Existing Fixed Investment      : Tk. 438.16 Lac

Imported Machinery 

(proposed)                               : US$640,000.00

Debt Equity Ratio(C & F) 

cost of imported machinery)  : 90:10

Production Capacity               : a) Fabric (Saree) Processing, Dyeing, 

                                                      Printing, and Finishing 1800,000 Pcs.

                                                  b) Fabric (Saree) Processing, 

                                                      Dyeing and Finishing 700,000   Pcs.(Servicing)

8.8 Financial Projection:                                                          (Tk. in ‘000)

                                                                            FY-I             FY-II                 FY-III

Expected Capacity Utilization                      :      60%             70%                      75%

Sales/Revenue                                               :   214500        250250                 268125

Gross Profit                                                   :    25510           30565                   32589

Operating Profit                                            :    22450            27221                  28754

Net Profit                                                      :    14045            19136                  21425

Debt Service Coverage Ratio (times)              

Internal rate of Return                                  :       30%   

BEP                                                           

a) Sales                                                  :      Tk. 872.46 Lac

b) Capacity Utilization                          :       25%

Employment Generation                              :        224 persons                    

8.9 About the Project

The project is existing Fabrics (Saree) Processing, Dyeing, Printing, and Finishing unit in the name of ABC Textile Mills Ltd at Sibaloy, Savar. Now the sponsor have decided to expand their project to procure some brand new machinery in the name of  DEF Dyeing and Finishing Ltd. Profile of this effect has been prepared covering in details of this probable cost, profitability and other relevant aspects. The main machinery is proposed to be imported from India/Korea or from some other country. Machinery has been selected based on its specific reputation buyer’s choice. The technology involved in Fabrics (Saree) Processing, Dyeing, Printing, and Finishing not so complicated, which already developed in our country.

8.10 Financial Aspects: 

Project Cost:

The total cost of the project has been estimated at Tk.. 1314.99 Lac including an estimated working capital of Tk. 345.25 Lac. Detailed break up has been shown in Annexure.

Means of Finance:

The estimated fixed cost of the project is proposed to be financed as follows: 

Fixed cost

	Sources
	Existing 
	Proposed
	Total

	Term Loan 
	-----
	34000
	34000

	Sponsors Equity
	48316
	14658
	62974

	Total
	48316
	48749
	96974


C & F cost of proposed imported machinery US$ 640,000.00

Debt equity ratio on C & F cost of imported machinery 90:10

The implementation of the project will involve a capital outlay of Tk. 969.74 Lac in which the promoters’ participation in equity has been estimated to be Tk. 629.74 Lac (including existing investment of Tk. 483.16 Lac) The total equity participation may be raised in the form of paid capital an d other assets of the sponsor.

Repayment Schedule:

1. Principal Loan Amount      : TK. 340.00 Lac

2. Rate of Interest                   : 14% P.a (applied quarterly rest)

3. Grace Period                       : 06 months

4. Period of Loan                    : 05 Years including grace period

5. Interest on Grace Period     : TK. 24.22 Lac

6. Amount Capitalized            : TK. 364.22 Lac

7. Capital Recovery Factor      : 32%

8. Mode of Repayment            : By 18 equal and quarterly investment of TK. 27.60 Lac.

8.10  Break Even Analysis:

The break even analysis has been carried out on the basis of cost and sales data of 3rd year of operation. The project is expected to break even at 33% of assumed capacity utilization or 25% of rated capacity at the sales value of Tk. 872.46 Lac considering of total sales. 

                           Sales – Variable Cost

BEP (s) =  

                                   Sales

                     268125-235158

             =       

                             26125

             =  0.13

                                       Fixed Cost 

Break Even Sales =

                                         BEP (s)

                                         11342

                            =


                                          0.13

                            = Tk. 872.46 Lac

                                                  BES    X      75%

BEP in Capacity Utilization = 


                                                        Sales

                                                          872.46 

                                             = 
                     X   75%

                                                         268125

                                             = 25%

8.11 Pay Back Period of the Project:

	Year
	01
	02
	03
	04
	05

	Cash Flow
	29300
	34071
	35604
	35604
	35604

	Cumulative Cash Flow
	29300
	63371
	98975
	134579
	170183


NPV of the Project:                       

Investment amount, Co=  Tk. 96974

First year Cash Flow, C1=   Tk. 29300 

Second year Cash Flow, C2 = Tk. 34071

Third Year Cash Flow, C3 = Tk. 35604

Forth Year Cash Flow, C4 = Tk. 35604

Fifth Year Cash Flow, C5 = Tk. 35604

                          Cost of Capital, r = 14%

Thus, NPV = - C0 + C1/ (1+r) + C2/ (1+r)2+ C3/(1+r)3 + 

                                                     C4/ (1+r)4 + C5 (1+r)5

                     = -96974 + 25701.75 + 26216.53 + 24031.68 + 21080.43 + 18491.6

                     = -96974 + 115521.99

                     = 18547.99

From the calculations, we see the project has a positive NPV. It indicates that the project is feasible under NPV method.

8.12 Calculations for IRR:

Trial at 20% 

	Year
	Investment

(96974)
	Cash Flow
	PV at 20%

	1
	
	29300
	24416.66

	2
	
	34071
	23660.42

	3
	
	35604
	20604.17

	4
	
	35604
	17170.14

	5
	
	35604
	14308.44


NPV = -Investment + Summation of PV

          = -96974 + 100159.84

          = 3165.83

Trial at 22%

	Year
	Investment

(96974)
	Cash Flow
	PV at 22%

	1
	
	29300
	24016.39

	2
	
	34071
	22891.02

	3
	
	35604
	19607.37

	4
	
	35604
	16071.61

	5
	
	35604
	13173.45


NPV = -Investment + Summation of PV

          = -96974 + 95759.84

          = -1214.16

                                                              NPV at Lower Rate

Thus, IRR = Lower Rate +                                                * Difference between rate

                                    Difference of NPV at Lower rate & Higher Rate

                       = 20% + (3185.83/4399.99) + 2%

                   = 21.45%

8.13 Ratio Analysis:

To measure the performance of the project ratio analysis is important. I have done the Liquidity Ratio, Leverage Ratio, and Profitability Ratio calculation to measure the performance of XYZ project. 

Liquidity Ratio:                 Current Assets

                                             Current Liabilities 

	
	Year-1
	Year-2
	Year-3

	Current Assets
	49160
	73716
	96625

	Current Liabilities
	24168
	28196
	30210

	Liquidity Ratio
	2.03 times
	2.61 times
	3.20 times


While a ratio of 2:1 is generally considered favorable, XYZ has TK. 2.03, TK. 2.61, and TK. 3.20 against each taka of current debt in the tear 1st, 2nd and 3rd respectively.

Leverage Ratio:

There are two types of Leverage ratio-

1. Debt Ratio

2. Debt to Equity ratio

Calculations for Debt Ratio:

	
	Year-1
	Year-2
	Year-3

	Total Liabilities
	51908
	48752
	42523

	Total Assets
	139284
	156990
	173049

	Debt ratio
	37.26%
	31.05%
	24.57%


The results indicate that this project has less risk. It has a satisfactory amount of assets against its debt.

Calculation for Debt to Equity ratio:

	
	Year-1
	Year-2
	Year-3

	Total Liabilities
	51908
	48752
	42523

	Total Equities
	73331
	75057
	75920

	Debt to equity Ratio
	.7078 times
	.6495 times
	.5601 times


The results indicate that the venture is financed mostly from its equity. Thus its debt level is satisfactory. 

Profitability Ratio:

This analysis is the most significant in ratio analysis of a project. There are two types of Profitability Ratio-

1. Profit Margin 

2. Return on Investment

Calculations for Profit Margin

	
	Year-1
	Year-2
	Year-3

	Net Profit
	14045
	19136
	21425

	Net sales
	214500
	250250
	268125

	Profit Margin
	6.54%
	7.65%
	7.99%


Calculations for Return on Investment (ROI):

	
	Year-1
	Year-2
	Year-3

	Net Profit
	14045
	19136
	21425

	Total Assets
	1399284
	156990
	173049

	ROI
	10.08%
	12.19%
	12.38%


From the calculations it can be concluded that XYZ has a good Profitability Ratio.

8.14 Risk Calculation for the Project:

	Year
	CF
	CF
	CF-CF
	(CF- CF)2

	1
	29300
	34036.6
	-4736.6
	22435379.56

	2
	34071
	34036.6
	34.4
	1183.36

	3
	35604
	34036.6
	1567.4
	2456742.76

	4
	35604
	34036.6
	1567.4
	2456742.56

	5
	35604
	34036.6
	1567.4
	2456742.56



                 (CF-CF)2= 27595691.2


 Standard Deviation,    Ó =             (27595691.2)

                                         = 5253.16

Coefficient of Variation:

                                   CV= 5253.16 ÷ 34036.6

                                         =.15
This result indicates that the project’s Standard deviation and coefficient of variation is in satisfactory level. 

8.15 Remarks on the Project:

It reveals from the financial analysis that the project will be a viable concern. The profitability ratios are satisfactory and the project will have sufficient liquidity to pay all its liabilities. The break-even analysis shows sound position. The project is capable to afford a maximum than its cost of capital i.e. the Internal Rate of Return of the project is in a good position. The project will contribute to national economy and generate employment of 224 people. In view of the above fact, it is found that the project is technically viable, financially profitable and economically acceptable. So, from the above all analysis It can be concluded that the bank can fund the project.     



    

9.1 Findings:
From my study on the overall performance and activities of Standard Bank I have got some major findings, which are given below:
· The financial performance of the bank is quite satisfactory. 

· Bank has a good amount of no cost fund in its deposits breakdown

· Return on assts and return on equity is in lowering trend, but above the acceptable rate.

· Return on investment is inconsistent through out the year(2002-2006)

· Foreign exchange contribution is appreciable to total income.

· Avoidance of providing small loan facilities in dhanmondi branch, help the bank in giving loan to strong parties and earn more by handling limited customer. 

· People especially on general banking are cooperative enough to communicate with customers.

·  Implication of computer facility is comparatively low as a bank of third generation.

· Less use of capital budgeting tools and techniques specially the risk measurement tools such as standard deviation and coefficient of variation.

· Like other private banks in Bangladesh branch of this bank are located in few metropolitan and urban cities neglecting the vast and potential rural areas. The rural people are almost outside the credit network of Standard Bank.

9.2  Recommendations:
We live in an asymmetric world marked by wealth and poverty. The digital divide has widened the development gap. Our expectation from third generation bank is therefore high. We expect from Standard Bank as a third generation bank to widen there services on micro credit, broader there services with more online facilities to customer, computerized each and every activities of the bank, use more sophisticated capital budgeting tools and techniques in investment department. However, increasing more the quality of services can overcome these difficulties and focusing on the recommended area will lead the bank in number one position among all other commercial bank.






10.1 Conclusion:

Banking sector no more depends on only on a traditional method of banking.  In this competitive world banking sector has stretched its wings wide enough to cover any kind of financial services. Not only from the local banks but also from the foreign banks, the banks of today face a tough competition. The major tasks of banks are to survive in this competitive environment by managing its assets and liabilities in an efficient way. To make the assets especially loan and advances banks must have to more cautious and otherwise these asset will became a burden for the bank. To have fruitful investment bank must have to do the credit appraisal perfectly. Otherwise loan default culture will never end.

I have seen that Standard bank is not much different from other commercial bank of Bangladesh. It follows the same practice and procedure which is followed by its elders. But one thing should be mentioned that- its excellent management skills make its performance better than the previous, which results number three in position among the commercial Bank in case financial performance.




Questionnaire SBL
1. What is Your Name?

2. What is your position in the Bank?

3. In Which department did you work?

· General Banking department

· Loans Advance department

· Foreign Exchange department

General Banking Department:

4. What is the main task of General Banking Department?

5. How do you collect information about new client?

6. What are the requirements for opening a new account?

7. What kinds of product does SBL offer?

8. What are the interest rates for the different scheme?

Foreign Exchange Department:

9. What is the main task of foreign exchange department?

10. What is L/C (letter of credit)?

11. What is the rule for opening an Import L/C?

12.  What is the rule for opening an Export L/C?

13. What is Traveler cheque?

14. What is Foreign Currency account?

Loan & Advance Department:

15. What is the main task of loan & advance department?

16. What are the minimum requirements for taking Loan?

17. What is the process of loan sanction?

18. What kinds of loan are offering in this branch?

19. What is the present disbursement system of the loan?

20. What kinds of security are used for the loan?
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