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Chapter 1:                                                                                                                                                                                                           Introduction:
1.1Authorization of the study : 

Banking is one of the most important sectors for country’s wealth building activities.     

Commercial banks are certainly profit making financial  institutions. These institutions 
play great role in the money market of every economy.

Due to recent financial crisis (Particularly in U.S.A, G.B , EU , Japan) globalization      

technological innovation and deregulation in the banking system all over the world has 
been changing rapidly . Now a day’s banks have to complete in the market place not 
only with local institutions but also with foreign financial institutions. 
 The course under BBA program is designed with an excellent combination of theoretical 
 and practical aspects. The whole course is divided into eight semesters of 6 months 
 each. After completion of 8th semester consisting of theoretical exposure, the students 
 are sent to different organizations to obtain some practical exposure in different sectors 
 which would help them in taking up more professional courses in MBA . As a student of 
 BBA ,I have assigned to BASIC Bank Limited , Main Branch for my practical orientation.

 As our program director directed us to present the report in a way that would be based 
 on the personal observations from the department I worked in. I have described the 
 department by the following way : 

1.1.1  Understanding : 
           In this part I have tried to be acquainted with every nook and cranny of foreign                    

            exchange section of BASIC bank limited, Main Branch.

1.1.2 Things are doing here :
         In this part I have tried to  see the things which are being done in each section,

         i.e.; General Banking section , Foreign exchange section , Loans and Advances               

         section .
1.1.3 Personal observations:

         In this part I have tried to present my personal observations from foreign  exchange 

         Section . I had an opportunity to be acquainted with the practical banking prevail in                

         the Main Branch , BASIC Bank Limited. I have tried my best to show the the  

         knowledge which  have been acquired in my practical orientation period.                                                                                 
1.2  Objectives of the study :                                                                                                                             

       The prime objectives of the study are to gather practical knowledge regarding banking                          

       Systems and operation. This practical orientation gives  us a chance to co-ordinate the 

       theoretical knowledge  with the practical experience . The following are the objectives:  

· To get an overall idea about  the Foreign exchange business of BASIC bank limited.
· To apply theoretical knowledge in the practical field .

· To apply theoretical knowledge in the practical field .

· To help the students in taking up professional courses in the MBA program .

·  To describe the organizational structure, management , background, functions and 
             objectives  of the bank and its contribution to the national economy.
· To achieve overall  understanding of  BASIC Bank Limited .

·  To analysis the financing systems of the bank to find out any contributing field .

· To examine the profitability and productivity of the bank.

· To  acquire knowledge about the every day banking operation of BASIC Bank Limited
· To understand the real management situation and try to recommend for improving existing problems .

1.3: Methodology of the study:
      From my educational background I have learnt different methodology to collect data     from different sources and analyze them . With the objective to make my report sound one , I have the opportunity  tp implicate my educational knowledge in practical field . I have collected data from many sources. Such as :
Sources of data:

1.3.1.a Primary  Sources of data   :

· Personal   interview -  Face –to-face   conversation and in depth 

                       interview with the respective officers of the branch.
· Personal observation – Observing the procedure of banking activities 

                    followed by each department   
· Daily dairy 

· Practical work exposures  on different areas of the branch.

· Informal   conversation with the clients or customers.
          1.3.1.b  Secondary sources of data:                   
· Annual report (2006 ,2007,2008,2009) of BASIC Bank Limited.

· Periodicals published by Bangladesh Bank.

· Different publications regarding Banking functions and foreign                 

                            exchange operation.

· Internet will also be used as a theoretical sources of information.

· Use different theories to make the report more relevant.

· Printed Materials: This study is mostly dependent on the printed 
                          materials which may include the books, newspapers, magazines,   

                          journals, directories, annual reports, Bangladesh Bank publications,

                          Annual report of BASIC Bank Limited etc .

· Internet: Internet was another major secondary source that we 

                          have used to collect related information to conduct the study.

· Newspapers: We collected some information from the various 

                              dailies and business articles.

Data analysis  and Interpretation:

Both quantitative and qualitative analysis will be performed on the findings. The quantitative analysis will be done on the trend of export – import , growth patterns of export- import operations. Qualitative analysis will be based on the macroeconomic variables and foreign exchange policy provided by Bangladesh Bank, the Central  Bank of Bangladesh. Different statistical tools will be used for the analysis of the findings.
1.4 Limitations of the study:
To provide current information and to make the report read-worthy, support  from various sources is essential. In spite of having my wholehearted effort, I could not collect some information required at the time of the study. So this study is not free from the following limitation :

· Due to unavailability of latest annual report ( Annual report  2010), I have to prepare the report on the basis of annual report 2009. As a result analysis, presentation of data may not show the existing position/present condition of  BASIC Bank Limited. 
· Lack of previous experience to prepare this type of report and it is totally  new to me as an intern. 

· Foreign exchange  division follows Uniform Customs and Practice

                                  for Documentary Credits (UCPDC), but within this short period, I was        

                                  totally stunned to understand. 

· Learning all the banking functions within  just two months was really difficult

· Another limitation of this report is Bank’s policy of not disclosing some  data and information for obvious reason, which could be very much helpful.
Chapter-2:

                     BASIC Bank Limited : An overview

                  2.1 Background of BASIC Bank Limited:

                      The Bank of Bangladesh Small Industries & Commerce Limited (BASIC) established     

                      as Banking Company under the Companies Act 1993 on the 2nd of August ,1944, 
                      started its operations from the 21st of January, 1989. The banking companies act 
                      1991 govern it .
                     At the outset, the Bank started as a joint venture enterprise of the Bangladesh   

                     Credit &Commerce (BCC) Foundation with 70 percent shares and Government of 

                     Bangladesh (GOB) with the remaining 30 percent shares .The BCC Foundation   

                     being non – functional following the closure of the BCCI ,the Government of 
                     Bangladesh took over 100 percent ownership of the Bank on 4th June 1992 . The 
                     bank was established as the policy makers of the country felt the urgency for a bank 

                     in the private sector for financing Small Scale Industries(SSI).
                     BASIC is unique in its objectives. It is a blend of Development and commercial 

                     Banks. The Memorandum & Articles of Association of the Band stipulate that 50% of   

                     Loan able funds shall be invested in Small & Cottage Industries Sector.
                    Table1 :  Bank’s Capital Position

	Authorized capital

(million taka)                    

   
	Paid up capital up to 2009
(million taka)                    


	Total Reserve and Surplus     up to 2009 (million taka)                    



	     2000
	 1455.30
	2468.65


The bank is required to transfer 20 percent of its net profit before Tax to Capital Fund as per the                                                                                                                                                  
Banking Companies Act 1991
2.2  BASIC Bank Limited: In a brief                                          

	Name
	BASIC Bank Limited



	Date of incorporation
	August 2, 1988

	Date of inauguration of operation
	January 21,1989

	Registered office 
	Bana Shilpa Bhaban  

73,Motijheel Commercial Area

Dhaka-1000 ,Bangladesh. 

	Head Office
	Sena Kalyan Bhaban(6th floor) 

195, Motijheel Commercial Area

Dhaka-1000 ,Bangladesh.

	Logo
	

	Name of the Chairman of the Board
	Mr.Sheikh Abdul Hye Bacchu 

	Name of the Managing Director
	Mr.AKM. Sajedur Rahman

	Number of Branches
	32

	Services provided
	Deposit scheme, Credit facility and Foreign exchange servies.

	Paid up capital
	Taka 1455.30 million 

	Profit after tax and provision
	Taka 648.85 million

	Ownership
	Government of Bangladesh

	Banking software used
	CASTLE   TM



	Technology used 
	Member of SWIFT

	Earning per share
	44.59 (2009)

	E-Mail
	basicho@citechco.net

	Website
	www.basicbanklimitied.com

	SWIFT
	BKSIBDDH

	Number of Authorized Dealer
	15


Table 2: At a Glance of BASIC Bank Limited

2.3 Functions:
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       The bank offers -
· Term Loans to industries especially to Small-Scale enterprise.

· Full fledged commercial banking services including Collection of deposit, 

        Short term trade finance, Working capital finance in processing an       

        manufacturing units and Facilitating international trade.        
· Financing & Technical support to Small Scale Industries (SSI) in order to      

        enable them to run their enterprises successfully.
· Micro credit to the urban poor through linkage with NGOs with a view to     

       facilitating their access o the formal financial market for the mobilization of    

       resources.

· Financing in import and export business like other commercial banks.

· General banking facility like Certificate of Deposits, Fixed Deposits Receipts,   

      Savings account, Short Term Deposits, Foreign Currency Account etc are  

      available.
2.4 Vision, Mission, Goals, Objectives And Strategy :
       Mission:
· To be a referral centre for the financial and banking community of BASIC Bank
· To develop the financial thought of BASIC Bank on sound and sustainable basis. 

· To be a bridge for BASIC Banks to the international banking business rules with a view to facilitating and promoting their integration into the global financial system. 

· To foster its member ties with each other; strengthen their bonds of cooperation; coordinate their activities; and defend their interests. 

     Vision:
      To be the leading financial and banking organization at the world level, and to take the   

       BASIC Bank financial position up to an advanced level of professionalism
      Goals:
· To employ funds for profitable purpose in various fields with special emphasis on Small Scale Industries.

· To undertake project promotion to identify profitable areas of investment.

· To search for newer avenues for investment and develop new product to suit such needs.

· To take steps to introduce online banking to keep pace with other commercial banks.

· To establish linkage with other institutions which are engaged in financing micro enterprises
     Objectives:
· This bank’s objective is not only to earn profit but also to keep the social commitment and to endure its co-operative to the person of all level to the businessmen, industrialist etc.

· The bank is to provide full range of commercial banking services including collection of deposits, short term trade finance, maintaining export and import business.

· BASIC offers Micro credit to the urban poor with a view to facilitating their access to the formal financial market.

· This bank provides loan to the people especially landless and asset less with a view to creating their own employment. 

  Strategy:
· Financing establishment of small units of industries and business and facilitate their growth
· Small Balance Sheet size composed of quality assets.

· Steady and sustainable growth.
· Investment in a cautious way.
· Adoption of new banking technology.
· To establish linkage with other institutions which are engaged in financing micro enterprises.
2.5 Organizational Structure:
To achieve its organizational goal, the bank conducts its operation in accordance with the major policy guidelines laid down by the Board of Directors, the highest policy making body. The day to day operation off the bank is looked after by the management. 

2.5.a  Board of Directors:
The Government holds 200 percent ownership of the bank. All the Directors of the board are appointed by the Government of Bangladesh. The Secretary of the Ministry of Industries is the chairman of the bank other directors of the bank are high Government executive. The managing Directo5r are at the present 6 directors including the Managing Director on the board. The present Board of Directors of the bank consists of the following members.
2.5.b Management:
The management is headed by the Managing Director. He is assisted by the General Manage and Departmental heads in the head office. BASIC is different in respect of hierarchical structure from other Bank in that it is much more vertically integrated as far as reporting to the chief executive is concerned.
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How to issue a documentary credit

There are different types of documentary credits. The exporter and importer should consider and agree on the type to be used, and on its terms.
‘They would be well advised to Seck the advice of their bankers when they draw up the sales contract.
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1. The exporter and the importer conclude the sales contract with payment to be arranged by documentary credit
The importer instructs his bank (the issuing bank) to issue a documentary credit i favour of the exporter (the beneficiary) to be advised through the exporter's
bank (the advising bank)

3. Theimporter's bank sends the documentary credit to the exporter’s bank

4. The exporter's bank advises the exporter of the issue of the documentary credit
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1. When the goods have been shipped, the exporter will compile all the documents required under the documentary credit and present them to his bank for
processing. If satisfied with the documents, the bank will make payment to the exporter
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Balance Sheet
BASIC Bank Limited

Balance Sheet

As at 31 December 2007, 2008, 2009

	Particulars
	2007
	2008
	2009

	
	Amount of %
	Amount of %


	Amount of %



	Property and Assets

	Cash
	5.48
	5.66
	5.35

	Balance with other banks and financial Institutions
	17.91
	18.18
	13.03

	Money at call and short notice
	3.40
	3.17
	.39

	Investment

	Government
	13.49
	12.00
	13.77

	Others
	.20
	.19
	.21

	
	13.69
	12.19
	13.98

	Loans and advances

	Loans ,cash credit, overdrafts etc.
	47.25
	52.18
	62.04

	Bills discounted and Purchased
	10.23
	6.26
	4.49

	Fixed Assets
	.50
	.48
	.51

	Other Assets
	1.49
	1.88
	.21

	Total Assets
	100
	100
	100

	
	
	
	

	
	
	
	

	Capital and Liabilities

	Liabilities

	Borrowings from other banking companies, agents etc.
	3.57
	3.62
	6.34

	Deposit and other Accounts

	Bills Payable
	.64
	.70
	.75

	Current Accounts and contingency accounts etc.
	5.25
	5.45
	5.52

	Saving Bank deposits
	2.23
	2.04
	2.57

	Fixed deposits
	71.31
	74.03
	67.29

	
	82.50
	82.24
	76.14

	Other Liabilities
	7.34
	7.70
	8.84

	Total Liabilities
	93.30
	93.60
	91.33

	
	
	
	

	Capital/ Shareholders' equity

	Paid up Capital
	3.22
	2.80
	3.21

	Statutory Reserve
	2.69
	2.77
	3.44

	Other Reserves
	.10
	.15
	.80

	Surplus in Profit and Loss Account
	.95
	.65
	1.19

	Total Shareholders' equity
	6.70
	6.40
	8.67

	Total Liabilities and Shareholders' equity
	100
	100
	100


Table : Balance sheet of BASIC Bank Ltd.

2.6 Competitive strategy:
To analysis the bank’s competitive strategy; we can follow four types of competitive strategy which are –

2.6.a Defensive competitive strategy:
BASIC Bank Limited has a strong defensive competitive strategy in the market. Thus, they create their best position in the market. They invest heavily in their fixed assets to improve their production as well as technology to lower their production cost. 

2.6.b Offensive competitive strategy: 
BASIC Bank Limited uses its opportunity and strengths to affect the competitive forces in its industry such as- rivals, preempting etc. the products of this bank are dominating the market very attractively and thus, they are getting cost advantage to serve their products.

2.6.c Low cost competitive strategy:
BASIC Bank Limited tries to exercise this strategy and thus, wants to become the best service provider in their area. The charge of its products is near to the industry average charges and by this way, it should differentiate itself from others. 
3.6.d Differentiation competitive strategy:
With this strategy, a firm seeks to identify itself unique in its industry in banking area. BASIC Bank Limited follows this strategy to make their position better in the market and this strategy also varies widely by industry. For this reason, they apply different distribution system such as- lowest charges, providing long term loan etc. But, their product promotion system such as- advertising is not well enough. 

3.7 SWOT Analysis:
In this part, we will see the company’s strength, weakness, opportunity and threats which are very important to evaluate a bank’s performance whether it is good or bad.

Strengths

· The main strength is that it is a State-Owned Scheduled Bank

· Credit Rating of the Bank is AA in long term and ST-1 is Short term.

· The strength of this bank lies in its diversified products.

· The Earning per share of this bank is nearer with the industry average.

· They pay the dividend to their shareholders regularly.

· The bank has energetic, ambitious, delegated employees. 


Weaknesses

· The bank is not able to take any decision promptly.

· As it is a State-Owned, it faces some problems to operate its banking activities.

· Insufficient product promotion.

· Some ratios are not up to the industry benchmark.

· If the dividend is not paid regularly, it will create a bad impact to the market.

Opportunities

· High potentiality in export-import sector.

· Huge employment opportunity.

· Possibility of providing different product in a diversified ways.

· Various offers for the clients.

Threats

· The industry is highly competitive.

· Export-import may be reduced if world economy is affected.

· Technology advancement of other banks.
Chapter 3 :
Terms used in foreign exchange operations:
Foreign exchange, like foreign trade, is a part of economic science. It deals with the means and methods by which rights to wealth in one country’s currency are converted into those of another country. By the same taken, it covers the methods used for conversion, the forms in which such conversions take place and the causes which render this conversion necessary. Foreign exchange means exchange foreign currency between two countries, If we consider” Foreign exchange” as a subject ,then it means all kind of transactions related to foreign currency. In other words foreign exchange deals with foreign financial transactions.

Activities of Foreign exchange :    

There are three kinds of  Foreign exchange transactions :

· Import
· Export

· Remittance

4.1 Import:

      Under the import policy of Bangladesh the Importer has get the valid Import 
       Registration Certificate (IRC) from the Chief Controller of Import and Export  

       (CCI&E).

4.1.1 Letter of credit:

            Letter of credit (L/C) means it’s an undertaking by issuing bank on behalf of the 
            buyer/applicant/import to pay certain amount at the seller/ beneficiary/exporter for 

            performing certain activities (transaction / purchase) under some agreed condition.
                              Types of documentary credit : 

                              Documentary credit may be have three types –

· Recoverable credit 

· Irrecoverable credit

· Add confirmed credit

 4.1.1.a Recoverable credit :

                   This type of  credit can be cancelled or amended at any time by the issuing 
                   bank without prior notice to the seller .It is not in use. 
  4.1.1.b Irrecoverable credit :

            This type of credit can’t be cancelled or amended by the issuing bank without 
             agreement of parties concerned thereto. All the credit is issued in our country are 
            of recoverable nature.
4.1.1.c Add confirmed credit:

         When a third  bank provides guarantee to the beneficiary to make payment, if issuing 
         bank fail to make payment, the L/C is called confirmed L/C . In case of a confirmed 
         L/C a third bank adds their confirmation to the beneficiary, to make payment, in 
        addition to that of issuing bank .Confirmed L/C gives the beneficiary a double 
        assurance of payment.

4.1.1.d  Special documentary letter of credit :

            The following five major steps are involved in the operation of a documentary                                                            
             letter of credit 
· Opening

· Advising

· Amendment

· Presentation

· Settlement

4.1.2 Import financing:
         The post import finance extends he import credit  in the following forms:

· PAD (Payment Against Documents)

· LTR (Loan Against Trust receipt)

· LIM (Loan Against Imported Merchandise)

4.2 Export :
     Under the export policy of Bangladesh ,the exporter has to get the valid Export 
     Registration Certificate (ERC)  from chief controller of export & import (CCI&E).             

     The ERC is required to renew every year. The ERC number is to be incorporated on 

     export form & other  paper connected with exports. 
4.2.1 Receiving the letter of credit:

         After getting the contract for sales ,exporter should ask the buyer for L/C clearly 

          starting terms & conditions of export & payment.

 4.2.2 Procuring the materials:

          After knowing that the L/C has opened in his favor, the next step for the exporter is 
           to set about the task of procuring or manufacturing the contracted merchandise .If 
          the exporter has to procure the raw materials from another supplier (local or abroad) 
          he has to open Back - to – Back  L/C.
4.2.3: Back -to- Back L/C :

          Back - to – Back  L/C is one type of L/C , which is opened against lien on a valid 
           export L/C . It is opened for inland & aboard as well .Bank will supply the following 

           papers / documents for opening a Back - to – Back  L/C.

· L/C application form

· LCA form

· IMP form

· Charge document papers

          The above papers must be completed, filled & singed by the party thereto. The     

         party will submit the entire filled document along with application in printed form of 
         the designated  bank which is also an agreement between applicant & the bank.

4.2.4 Export Financing :    
         An exporter is who exports the goods to another customer whether in domestic 

         country or in aboard . In exporting the stipulated goods he may require financing .So 

        export financing may be required at two stages.

· Pre shipment credit

· Post shipment credit

4.2.4.1 Pre shipment credit :

             Pre shipment credit is the credit ,which is given to finance the export activities of 
             an exporter for the actual shipment of goods. The purpose of each credit is to 
             meet the  working capital shipment of goods .The purpose of each credit is to 
             meet the working capital needs from the procuring of raw materials to the 
             transportation of goods for the export the foreign country .Before sanctioning of 
             that credit the bank takes into consideration the credit worthiness, export 
             performance of the exporter’s together worthiness all other information required 
             for sanctioning the credit in accordance with the existing rules & regulations. 
4.2.4.2 Post shipment credit :
There is a time gap between export of the goods and realization of the proceeds. So exporter may require finance in that period to continue his business. So bank may finance against export documents ensuring the following:

· Export documents comply with the credit terms

· Party’s past performance is satisfactory

· Any other security in case of exporting under contract
4.3 Foreign Remittance:

Foreign remittance means remittance of foreign from one place /person to another place/person .In board sense, foreign remittance includes all sales and purchase of foreign currencies on account of Import ,Export Travel and other purposes. However, specially foreign remittance means sale & purpose of foreign currencies for the purposes other than export and import .BASIC bank limited performs the remittance functions with different countries . It maintains the foreign remittance in the  following form :

· Foreign Demand Draft (FDD)
· Inward

· Outward

4.3.1 Foreign Demand Draft :

            A Foreign Demand Draft is a  negotiable instrument issued by a bank drawn on         

            other bank with another country the instruction to pay a certain amount to the 
            beneficiary on demand. Remittance through demand draft may be inward or   

            outward.

4.3.2 Inward Remittance :
Inward remittance refers to the extent where the bank makes payment to the client against foreign demand draft .Bank will make payment to the client by verifying the test number and signature of the authorized officer. 
4.3.3  Outward Remittance:
            It refers to the extant where by the bank issues foreign demand draft. The 

            Bank  charges TK. 300 per Demand Draft.

            Two forms are used for Outward Remittance of foreign currency such as:
            IMP From: All outward remittance on account of Imports is done by from IMP.

           TM From: For all other outward remittance from TM is used.   

Chapter-4:

Foreign Exchange Operations of BASIC Bank Limited
4.1 Introduction
Foreign Exchange is a process which is converted one national currency into another and transferred money from one country to other countries.

According to H. E. Evitt. “Foreign Exchange is that section of economic science which deals with the means and method by which right to wealth in one country's currency are converted into rights to wealth in terms of another country's currency. It involved the investigation of the method by which the currency of one country is exchanged for that of another, the causes which rented such exchange necessary the forms which exchange may take and the ratio or equivalent values at which such exchanges are affected.”

Foreign exchange is the rate of exchange in the both country's currency.

Banks play a very important role in effecting Foreign Exchange Transaction of a country.  Foreign Exchange Department plays a vital role to earn the Banks maximum profit. This department is classified according to their activities. The foreign exchange department consists of three sections, these are as follows:

· Import Section

· Export Section

· Foreign Remittance Section 

Foreign Exchange Department, Banks facilitates their clients in enhancing International Trade. The provision of finance to importers (Trust Receipt Facility, Documentary Credit Facility) and exporters (Negotiation of export Bills, Purchase of Bill for collection) encourages enterprises to engage in trade and enhance their liquidity position. Bank makes the payment International Trade through letter of credit to the exporter on behalf importers. Banks is a media of fund transfer from one party to another. In International Trade, as both importers and exporters in different countries and do not deal with same currency, they have to confront the risk of currency fluctuation. This exchange risk can be transferred from the trader to the bank i. e. ready to provide the former with forward foreign exchange or currency option so that the importer and the seller can devote their time to their business. 

4.2 Foreign Trade & Foreign Exchange :             

International trade refers to trade between the residents of two different countries. 
Each country functions as a sovereign State with its set of regulations and currency. The difference in the national of the exporter and the importer presents certain peculiar problems in the conduct of international trade and settlement of the transactions arising therefore. Important among such problems are:

· Different countries have different monetary units

· Restrictions imposed by countries on import and export of goods

· Restrictions imposed by nations on payment from and into their countries

· Differences in legal practices in different countries

Foreign exchange means foreign currency and includes :
(i) All deposits, credits and balances payable in any foreign currency and any drafts,  
travelers cheques, letters of credit and bills of exchange, expressed or drawn in Indian currency but payable in any foreign currency.

(ii) Any instrument payable, at the option of the drawee or holder thereof or any other party thereto. Either in Indian currency or in foreign currency or partly in one and partly in the other. Thus, foreign exchange includes foreign currency; balances kept abroad and instruments payable in foreign currency.

4.3 Functions of Foreign Exchange:
The Bank actions as a medium for the system of foreign exchange policy. For this reason, the employee who is related of the bank to foreign exchange, specially foreign business should have knowledge of these following functions :-

· Rate of exchange

· How the rate of exchange works.

· Forward and spot rate

· Methods of quoting exchange rate.

· Premium and discount.

· Risk of exchange rate.

· Causes of exchange rate.

· Exchange control.

· Convertibility.

· Exchange position.

· Intervention money.

· Foreign exchange transaction.

· Foreign exchange trading.

· Export and import letter of credit.

· Non-commercial letter of trade.

· Financing of foreign trade.

· Nature and function of foreign exchange market.

· Rules and Regulation used in foreign trade.

· Exchange Arithmetic.

4.4 Service of Foreign Exchange :

         4.4.1 Letter of credit (L/C):
                Letter of Credit is a define undertaking of the issuing bank  on behalf of the     

                 importer in favor of exporter to make payment upon presentation of complying                              

                documents as per as terms & conditions of the credit. It’s also known as                                         

                documentary credit. 


               A letter of credit is an instrument issued by a bank to a customer placing at the                                                  

 letters disposal such agreed sums in foreign currency as stipulated. An importer is a country requests his bank to open a credit in foreign currency in favor of his exporter at a bank in the letters country. The letter of credit is issued against payment of amount by the importer or against satisfactory security. The L/C authorizes the exporter to draw a draft under its terms and sell to a specified bank in his country. He has to hand over to the bank, will the Bill of exchange, shipping documents and such other papers as may be agree upon between the exporter and the importer. The exporter is assured of his payment because of the credit while the importer is protected because documents in respect of export of goods have to be delivered by the exporter to the paying bank before the payment is made.
4.4.1.a  Form of Letter of Credit:
A letter of credit (L/C) may be two forms. These as below: 

i. Sight payment credit.

ii. Deferred payment credit.

(i) Sight payment credit:
The most commonly used credits are sight payment credits. These provide for payment to be made to the beneficiary immodestly after presentation of the stipulated documents on the condition that the terms of the credit have been complied with. The banks are allowed reasonable time to examine the documents.

(ii) Deferred payment credit:
Under a deferred payment credit the beneficiary does not receive payment when his presents the documents but at a later date specified in the credit. On presenting the required documents, he received the authorized banks written undertaking to make payment of maturity. In this way the importer gains possession of the documents before being debited for the amount involved.

In terms of its economic effect a deterred payment credit is equivalent to an acceptance credit, except that there is no bill of exchange and therefore no possibility of obtaining money immediately through a descant transaction. In certain circumstances, how ever, the banks payment undertaking can be used as collateral for an advance, though such as advance will normally only be available from the issuing or confirming bank. A discountable bill offers wider scope.

4.4.1.bTypes of Letter of credit:

The letter of credit can be either recoverable or irrecoverable. It needs to be clearly indicated hether the letter of credit recoverable or irrecoverable.When threr is no indication then the letter of will be deemed to be a recoverable L.C .The details as follows:

· Irrevocable letter of credit —cannot be cancelled or amended without the consent of all parties, including the beneficiary. This is the most common type of documentary credit in the international trade of goods

· Revocable letter of credit —can be cancelled by the issuing bank without warning to the beneficiary

· Government letter of credit —That letter of credit, which are done by the Defense Ministry and other Ministries of the government. 
· Master or mother letter of credit — The L/C which come from out side the country to the exporter from importer that is mother or master letter of credit.
Other classes of letter of credit:

· Confirmed letter of credit —a ‘confirming’ bank (either in Australia or overseas) agrees to pay you under a documentary credit, whether or not payment is received from the issuing bank

· Transferable letter of credit —the original beneficiary of the documentary credit can transfer their rights to a second beneficiary on the same or similar terms as the original documentary credit (the original beneficiary may be an intermediary between you and your ultimate buyer)

· Revolving letter of credit —allows automatic reinstatement of the documentary credit after the amount for the original shipment has been paid, so subsequent shipments to your buyer are covered by a single documentary credit

· Standby letter of credit —a contingency documentary credit which you can draw on if your buyer, using another payment method, defaults in making a payment to you under the export contract

· Back to back/complementary letter of credit —where your buyer is the beneficiary of a separate documentary credit (in their capacity as a seller under a separate sales contract), they can sometimes use this credit as security to apply to their bank for a complementary documentary credit to cover their payment under an export contract with you
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Figure: Back to Back Credit Procedure



· Clean or open letter of credit — The letter of credit, which provides assurance of payment bill of exchange without submission, of any export documents that is called  clean letter of credit.

· At sight letter of credit— That letter of credit, which expires ninety days i.e. with in this period the documents must be sending to the negotiating bank .

· Deferred payment letter of credit —That  letter of credit, which  expires one hundred & eighty days i.e. with in this period the documents must be sending to the negotiating bank .

· Contract letter of credit
· Refinance letter of credit
· Marginal letter of credit
· Traveler’s Letter of credit
· Red clause—pre-shipment finance that allows you (the beneficiary) to receive an advance from the advising bank of all or part of the amount owed to you under a documentary credit so you can buy raw materials or other inputs required to manufacture the product for export.

· Acceptance Credit- With an acceptance credit payment is made in the  form of a tern bill of exchange drawn on the buyer, the issuing bank or the pendent bank. Once he has fulfilled the credit requirements, the beneficiary can demand that the bill of exchange be accepted and returned to him. Thus the accepted bill takes the place of a cash payment.
4.4.1.c Parties to a Letter of Credit:
The applicant

 The applicant is the party that induces the Banks to issues the letter of credit. The applicant is normally obligated to reimburse the Bank for any payment made under letter of credit.
 The Issuing Bank 

The issuing Bank is the Bank that issues the letter of credit. The issuing Bank undertakes an absolute obligation to pay upon presentation of documents drawn in strict conformity with the terms and condition of the letter of credit.

The Advising Bank

An advising Bank simply advises a letter of credit without any obligation on its part. However, the advising Bank shall take reasonable care to check the apparent authenticity of the credit that it advises. The advising Bank is typically a Bank in the Beneficiaries.  

The Beneficiary
The beneficiary is the party entitled to drawn payment under the letter of credit. The beneficiary will have to present the required documents to avail payment under the letter of credit.

The Confirming Bank

 The confirming Bank confirms that the issuer has issued a letter of credit. The confirming Bank becomes directly obligated on the credit to the extent of its confirmation and by confirming the Bank receives the rights and obligation of an issuer. It is to be noted that confirmation is normally done by the advising bank or by a third Bank in the Beneficiary locate. 

The Nominating Bank

The Bank where drafts drawn under the credit are payable. In case of a usance credit where drafts are to be accepted by this Bank.

The Negotiating Bank

 The Bank that negotiates document under letter of credit upon presentation. Typically advising Bank as nominated as negotiating Bank.

The Reimbursement Bank

The Bank nominated by the issuing Bank to provide reimbursement to the negotiating Bank or sometimes the payee Bank. 

The Transferring Bank

 A Bank is specifically authorized in the credit as a Transferring Bank. Typically Advising Bank is nominated as Transferring Bank. Such as Bank is authorized to make the documentary credit available in whole or in part to one or more other Beneficiary. 

4.4.1.d Contents of Letter of Credit:
Banks normally issued letter of credit (L/C) on forms which clearly indicate the banks name and extent of the banks obligation under the credit. The contents of the L/C of different Banks may be different .In general L/C contains the following information:

i) Name of the buyer

Who is also known as the accounted since it is for his account that the credit has been opened.

ii) Name of the seller

Who is also known as the beneficiary of the credit?


iii) Moment of the credit

Which should be the value of the merchandise plus any shipping charges intent to be paid under the credit?


iv) Trade terms 

Such as F.O.B and CIF


v) Tenor of the Draft which is normally dependent upon the requirements of the buyer.


vi) Expiration date

This is specified the latest date documents may be presented. In this manner or by including additionally a latest shipping date, the buyer may exercise control over the time of shipment.
vii) Documents required

Which will normally include commercial invoice consular or customers’ invoice, insurance policies as certificates, if the source is to be effected by the beneficiary and original bills of lading?
viii) General description of the merchandise
 Which briefly and in a general manner duly describes the merchandise covered by a letter of credit?
4.4.2 Procedures for Opening the L/C:
The importer after receiving the proforma invoice from the exporter, by applying for the issue of a documentary credit, the importer request his bank to make a promise of payment to the supplier. Obviously, the bank will only agree to this request if it can rely on reimbursement by the applicant. As a rule accepted as the sole security for the credit particularly if they are not the short of commodity that can be traded on an organized market, such an arrangement would involve the bank in excessive risk outside its specialist field. The applicant must therefore have adequate funds in the bank account or a credit line sufficient to cover the required amount.

Banks deal in documents and not in goods. Once the bank has issued the credits its obligation to pay is conditional on the presentation of the stipulated documents within the prescribed time limit. The applicant cannot prevent a bank from honoring the documents on the grounds that the beneficiary has not delivered goods on redder reissues as contracted.

The importer submits the following documents before opening of the L/C:

· Tax Identification Number (TIN)

· Valid Trade License.

· Import Registration Certificate (IRC)

The Bank will supply the following documents before opening of the L/C:

· LCA form.

· Application and Agreement form.

· IMP form

· Necessary charge documents for documentation.

The above documents / papers must be completed duly signed and filled in by the party according to the instruction of the banker.

Passing of entry for opening L/C:

	Customer liability for L/C                                Dr.

	Banker’s liability for opening L/C                                  Cr.


Importer                                  Dr.

Margin commission                                Cr.

Courier/Swift/TLX charges                
F.C.C 

Others ,if any.

4.4.3 Import Scrutiny :
As we know bank only deals with documents so the import bills consists of following documents & the order of their scrutiny should be as below :

· Forwarding schedule of negotiating bank .

· Bill of exchange

· Commercial Invoice (Before Shipment)

· Bill of Lading

· Insurance cover note

· Certificate of Origin

· Packing List

· PSI Report (CFR-Clean Report of Findings)

· Proforma Invoice (After shipment)

· Any other documents

4.4.4 Lodgment :

· Intimation should be given to the party in time
· Conversion of foreign currency into Bangladesh Currency

· Entry in PAD (Payment against document) register 
· Entry in letter of credit opening register by rounding the letter of credit number with date

· Scrutinize the shipping documents meticulously

· Inform the importer to deposit balance amount of letter of credit and to release the necessary documents

· Enter the shipping documents in inward foreign bills register

4.4.5 Import Bills Retirement:

· Banker will prepare & pass retirement vouchers
· Importer will deposit the claim amount

· Certifying Invoices

· Passing & prepare the vouchers

· Entry the register 
·  Endorsement in the Bill Of Exchange and Transport document I.e, Bill of Lading T.R  etc
· Accounting treatment of voucher passing:

	Party’s A/C………………………..Dr.

Margin on import A/C…………….Dr

            PAD A/C…………………………………Cr

            Interest & other chares A/C……………Cr


· At the end of the total procedure, taking the retirement of import bills or clearing certificate from the bank , the importer will clear the goods from the port through  the clearing & forwarding agent.
· On the other hand, completing the above all steps the issuing bank will prepare “foreign exchange transaction schedule” and send one copy to international division of Head Office and another one copy to reconciliation.

4.4.6 Payment Procedure (Import):
    i) Import Procedure and Practice:                                                                           

Import of goods from outside Bangladesh is regulated by the Ministry of Commerce in accordance with Import & Export (Control) Act, 1950 and the notification issued the render. In terms of the importers, Exporters & indentors (Registration) order, 1981 no person can import goods into Bangladesh unless he is registered with the chief controller of Import & Export (CCI&E) or exempted from the provision of the said order. Before any Letter of Credit is opened or remittance made on behalf of any importer for import into Bangladesh, Authorized Dealers must verify that the importer is registered with the CCI&E or otherwise exempted from such registration. Import shall be allowed only against opening of irrevocable Letters of Credit unless otherwise authorized by CCI&E in certain exceptional cases as mentioned/ in the Import Policy order in force.

   ii) Documentary Credit (D/C)

A documentary credit—also called a letter of credit—is a conditional guarantee of payment in which an overseas bank takes responsibility for paying you after you ship your goods, provided you present all the required documents (such as documents of title, insurance policies, commercial invoices and regulatory documents).

A documentary credit is a separate contract from an export contract. The parties to a documentary credit deal with documents, not the goods that the documents relate to.

Documentary credits are a common method of payment in the international trade of goods as they offer some protection to both seller and your buyer. 
A documentary credit is a method of payment

A documentary credit ensures that the exporter trading on a cash basis receives payment upon shipment of the goods.

A documentary credit is a source of finance

The terms of a documentary credit may stipulate payment at a fixed future date, at which time the exporter is certain of payment

A documentary credit is a kind of “guarantee”

The issuing bank undertakes to pay the exporter when he meets the terms of the documentary credit, as stipulated by the importer.

Operation of Documentary Credit:


· The importer and exporter have made a contract before a D/C is issued.

· Importer applies for a letter of credit from his Banker known as the issuing Bank. He may have to use his credit line.

· Issuing Bank opens a D/C, which is channeled through its overseas correspondent Bank, known as advising Bank.

· Advising Bank informs the exporter (The Beneficiary) of the arrival of the D/C. 

· Exporter ships the goods to the importer or other designated place as stipulated in the D/C. 

· Meanwhile, he prepares his own documents and collect transport documents or other documents from relevant parties. All these documents will be sent to his Banker who is acting as the negotiating Bank.

· Negotiating of Export Bills happen when the Banker agrees to provide him with finance. In such case, he obtains immediately upon presentation of documents. If not the document will be sent to the issuing Bank for payment or on an approval basis as in the next step.





  
           

 



                                                                                                                     

                                                                                                                                                                                                                                                                          





                                                                         
                                                                                        

Steps in Documentary Credit:


The main steps in a typical documentary credit transaction are:

a) When the export contract is finalized, buyer (the applicant) arranges with a bank to open a documentary credit in his / her favor. This foreign bank is called the issuing bank (or opening bank) and will usually check buyer’s creditworthiness.

b) The issuing bank sends the documentary credit to a bank (the advising bank). The advising bank verifies the authenticity of the documentary credit and forwards it to you (the beneficiary).

c) The documentary credit sets out the documents you must present to receive payment. When you’ve shipped the goods and compiled all the necessary documents, you lodge the documents with your Australian bank—called the negotiating bank—to arrange the payment. In most cases, the advising bank and the negotiating bank are the same bank and may be your regular business bank.

d) The negotiating bank checks the documents to ensure the terms of the documentary credit have been met. It then sends the documents to the issuing bank with a request for payment. Sometimes a third bank, called reimbursing bank, acts as an intermediary between the negotiating and issuing banks.

e) If the issuing bank is satisfied that you’ve provided all the necessary documents in the exact form required by the documentary credit, it forwards the payment to the negotiating bank, which in turn pays you. A documentary credit will state whether you receive payment ‘at sight’ (immediately after bank verification of the documents) or at an extended term (for example, 30 days after sight).


How to issue a documentary credit:
There are different types of documentary credits. The exporter and importer should consider and agree on the type to be used, and on its terms. They would be well
 advised to seek the advice of their bankers when they draw up the sales contract. 
1. The exporter and the importer conclude the sales contract with payment to be arranged by documentary credit

2. The importer instructs his bank (the issuing bank) to issue a documentary credit in favor of the exporter (the beneficiary) to be advised through the exporter’s bank (the advising bank)

3. The importer’s bank sends the documentary credit to the exporter’s bank

4. The exporter’s bank advises the exporter of the issue of the documentary credit

Documentation

1. When the goods have been shipped, the exporter will compile all the documents required under the documentary credit and present them to his bank for processing. If satisfied with the documents, the bank will make payment to the exporter

2. The exporter’s bank sends the documents to the importer’s bank

3. The importer’s bank releases the documents to the importer against payment and the importer can take delivery of the goods

4. The importer’s bank makes payment to the exporter’s bank
Stages to a documentary Credit

· Issuance of L/C

· Execution of Amendment

· Advising Letter Of Credit

· Confirming Letter Of Credit

· Advising Amendment

· Negotiation 

The process include following:

· At negotiating Bank

· At issuing Bank

      BASIC Bank                                           Banks in beneficiary locate











Figure: BASIC involvement in D/C
4.4.7 Advantages and Disadvantages of Documentary Credit:
	
	DOCUMENTARY CREDIT

	
	Advantages
	Disadvantages

	IMPORTER
	 * An importer can be assured the exporter has complied with certain steams and conditions as specified in the D/C before payment. 

 * He can insist of shipment of goods within a certain time by stipulating a latest shipment date.

  * He can have export advice from his Banker as to the D/C terms.

  * He can ask for financial assistance from his Banker such as T/R.

  * Protection offered by DCP500.
	* Since Banks deals in document only: Goods may not be the same as these specified in the credit.

  * Issuing Bank are obligated to pay even through the conditions of goods may be poor.

  * D/C commission is relatively costly.

  * Line of credit or application is necessary before an importer can open an D/C, this may cause extra inconvenience and is time consuming.

	EXPORTER
	 * The risk of non – payment is lower provided he complies with D/C terms and condition.

  * It is a safe method through which to obtain prompt payment after shipment.

  * The exporter can have export advice from his Banker.

  * The exporter also can seek financial assistance from his Banker before the buyer makes payment, such as negotiation of export Bills advance etc.
	 * It is comparatively costly.

  * Sometimes, the terms and condition cannot be fulfilled such as unreasonable shipment date and expiry date, adding on D/C the clause of “Restriction of a designated vessel to be informed by D/C amendment “. 

  * The goods are shipped before receiving payment; So it is not 100% safe.


Risks of Documentary Credit


A range of payment methods is used in international trade, with payment taking place at a different stage of the export transaction in each. In general, this means that each method has a different level of non-payment risk for you, the exporter, and non-delivery risk for your buyer.

The diagram below illustrates the risk of payment by documentary credit compared with other payment methods.

 

4.4.8 Place and time of payment

When the seller surrenders the documents, he expects the Bank to honor its obligation under the credit in return. Before the Bank can do so, however, it must; make certain that the documents comply in ever respects with the credit conditions. Since this examination must be done with special care the Banks must be allowed a reasonable period o time for it. Once the documents have been found in order, the Bank proceeds as follows:

· Place of Payment

A documentary credit will always state the place at which final payment will be made.

Payable/negotiable with exporter's bank:
The issuing bank has authorized the exporter's bank to pay/negotiate against conforming documents. If the credit has not been confirmed by the exporter's bank, this bank will only take a position upon presentation of the documents by the exporter, as to whether it will pay/negotiate forth worth or await receipt of cover from the issuing bank.

If effecting payment under a negotiable documentary credit immediately upon presentation, the exporter’s bank will normally reserve recourse against the exporter.

Payable with the issuing bank:
In this case, the importer’s bank must be satisfied with the documents before payment can be transferred to the exporter.

· Time of Payment

The common procedure is for the payment under a documentary credit to be made upon the presentation of documents; however, a documentary credit is a flexible method of settlement, providing the option of immediate or deferred payment.

Payment at sight:
In the case of a sight documentary credit, the bank makes payment to the exporter, when he presents conforming documents.

Deferred payment:
Where the terms of a documentary credit stipulate that payment will be made at a fixed future date, the documentary credit is said to be settled by "deferred payment". The bank will undertake against presentation of documents to pay on the fixed deferred date of payment.

Usance credit:
Hence the seller will have to submit to the Bank a Bill of Exchange drawn on a Bank, issued in accordance with the credit terms, together with the prescribed documents.

This draft will be return to the seller duly accepted as soon as the Bank has examined the documents and found them to be in order. If desired, the seller can have the accepted Bill of exchange discounted.

4.4.9 Payment Procedure (Export):
There are several basic methods of receiving payment for products sold abroad. As with domestic sales, a major factor that determines the method of payment is the amount of trust in the buyer's ability and willingness to pay. For sales within our country, if the buyer has good credit, sales are usually made on open account; if not, cash in advance is required. For export sales, these same methods may be used; however, other methods are also often used in international trade. Ranked in order from most secure for the exporter to least secure, the basic methods of payment are:

· cash in advance,

· letter of credit,

· documentary collection or draft,

· open account, and

· other payment mechanisms, such as consignment sales

Since getting paid in full and on time is of utmost concern to exporters, risk is a major consideration. Many factors make exporting riskier than domestic sales. However, there are also several methods of reducing risks. Exporters are advised to consult an international banker to determine an acceptable method of payment for each specific transaction.
Cash in Advance 

Cash in advance before shipment may seem to be the most desirable method of all, since the shipper is relieved of collection problems and has immediate use of the money if a wire transfer is used. On the other hand, advance payment creates cash flow problems and increases risks for the buyer. Thus, cash in advance lacks competitiveness; the buyer may refuse to pay until the merchandise is received.
                                       1. Pays exporter before exporter makes

        Delivery of goods





                                2. Delivery of goods upon receipt of Payment

4.4.10 Documentary Letter of Credit and Drafts:
The buyer may be concerned that the goods may not be sent if the payment is made in advance. To protect the interests of both buyer and seller, documentary letters of credit or drafts are often used. Under these two methods, documents are required to be presented before payment is made. Both letters of credit and drafts may be paid immediately, at sight, or at a later date. Banks charge fees - usually a small percentage of the amount of payment for handling letters of credit and less for handling drafts. 
Letters of Credit: 
A letter of credit adds a bank's promise of paying the exporter to that of the foreign buyer when the exporter has complied with all the terms and conditions of the letter of credit. The foreign buyer applies for issuance of a letter of credit to the exporter and therefore is called the applicant; the exporter is called the beneficiary.

An exporter is usually not paid until the advising or confirming bank receives the funds from the issuing bank. To expedite the receipt of funds, wire transfers may be used. Bank practices vary, however, and the exporter may be able to receive funds by discounting the letter of credit at the bank, which involves paying a fee to the bank for this service. 
Open Account :
Under open account, the exporter simply bills the customer, who is expected to pay under agreed terms at a future date. Some of the largest firms abroad make purchases only on open account. Open account sales do pose risks. The exporter may have to pursue collection abroad, which can be difficult and costly. Also, receivables may be harder to finance, since drafts or other evidence of indebtedness are unavailable.
                          1. Exporters ships the goods before being paid       



                         2. Importer makes payment upon Receipt of goods
4.4.11 Other Payment Mechanisms:
· Consignment Sales 

In international consignment sales, the same basic procedure is followed as in the local market. The material is shipped to a foreign distributor to be sold on behalf of the exporter. The exporter retains title to the goods until they are sold by the distributor. Once the goods are sold, payment is sent to the exporter. With this method, the exporter has the greatest risk and least control over the goods and may have to wait quite a while to get paid. When this type of sale is contemplated, it may be wise to consider some form of risk insurance.

· Foreign Currency 

A buyer and a seller in different countries rarely use the same currency. Payment is usually made in either the buyer's or the seller's currency or in a mutually agreed-on currency that is foreign to both parties. If the buyer asks to make payment in a foreign currency, the exporter should consult an international banker before negotiating the sales contract. Banks can offer advice on the foreign exchange risks that exist.

· Counter trade and Barter

International counter trade is a trade practice whereby a supplier commits contractually, as a condition of sale, to undertake specified initiatives that compensate and benefit the other party. Many exporters consider counter trade a necessary cost of doing business in markets where exports would otherwise not occur.

Simple barter is the direct exchange of goods or services between two parties; no money changes hands. Pure barter arrangements in international commerce are rare, because the parties' needs for the goods of the other seldom coincide and because valuation of the goods may pose problems. 
	Methods
	Risk
	Chief advantages
	Chief disadvantages

	  Cash in advance
	L
	No credit extension is required.
	Can limit sales potential disturb some potential customer?

	Sight draft
	M/L
	Retains control and title;

Ensured payment before goods is delivered. 
	If customer does not or cannot accept goods, goods remain at port of entry and no payment is due.

	Letter of credit:

Irrevocable

Revocable
	M

M/H
	Bank accepts the responsibility to pay; payment upon presentation of papers.
	If revocable, terms can change during contract week.

	Time draft
	M/H
	Lowers customer resistance by allowing extended payment.
	Same as sight draft, plus goods are delivered before payment is due or received.

	Consignment sales
	M/H
	Facilities delivery; Lowers customer resistance. 
	Capital tied up until sales; need political countries; increased risk from currency controls.

	Open account
	H
	Simplified procedure; No customer resistance.
	High risk; increased risk from currency controls.


4.4.12 Collection and It’s Problems for both Exporter & Importer:
A payment vehicle whereby a draft is presented for payment through the banking channels.
Unlike letters of credit, banks involved in the collection process do not engage in any obligation to effect payment for collection items. Collections can take a variety of forms, as follows:

· Clean collections, where only a draft is presented for payment.

· Import collections, where a draft and shipping documents are presented to the buyer for payment of imported goods.

· Regular export collections, where the exporter presents a draft and shipping documents to his bank for collection. In this instance, the exporter's bank completes a collection letter, attaches the commercial documents and sends off the entire package to the designated collecting bank.

· Direct export collections, where the exporter himself completes the collection letter, 
attaches the commercial documents and sends off the entire package to the designated collecting bank. A copy of the collection letter is sent by the exporter to his bank, both to record the item and to perform all necessary follow-up steps.

The simplest (and least costly) solution to a payment problem is to contact and negotiate with the customer. With patience, understanding, and flexibility, an exporter can often resolve conflicts to the satisfaction of both sides. If, however, negotiations fail and the sum involved is large enough to warrant the effort, accompany should obtain the assistance and advice of its bank, legal counsel, and other qualified experts.
4.4.12.1 Documentary Credit for Exporters
Documentary Credits offer an exporter host of benefits. They provide exporters with the security required while undertaking exports. To reap full benefits, documentary credit must be issued on a sound contractual basis and with the terms and conditions possible to comply.

Advantages of Documentary Credits for an Exporter

· Once complying documents have been presented, payment is effected (in case of sight payment) or the bank specifies a fixed payment date (acceptance, negotiation, deferred payment).
   The credit-issuing bank is bound to make payment in the form stipulated in the credit       

           irrespective of the buyer’s willingness to pay. Thus payment is secured.
· The buyer cannot withhold payment of bills drawn under the credit on any pretext.

· Payment is generally effected more rapidly under a documentary credit.

· In cases of acceptance, deferred payment credits, the proceeds of a credit, which matures after sight, can be discounted. Thus, the exporter can obtain credit on favorable terms.

4.4.13  Export Financing:
             i) Pre – Shipment Credit

Pre – shipment credit is essentially as 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 section of loan as per the existing rules and regulation in force. 

Pre – shipment credit given under the following arrangement:

Cash credit against hypothecation

Under  these  arrangements  a  credit is  sanctioned against                                                                                                                                                                               hypothecation of the raw materials or finished goods intended for export.

Cash credit against pledge

Not infrequently, a cash credit limit is sanctioned against pledge of                                                                                                                                                                                                                            exportable goods or raw materials.

Cash credit against Trust Receipt

Under this arrangement credit limit is sanctioned against trust receipt.
Packing credit

This facility is generally extended when the goods become ready for the shipment for a very short period. Packing credit is given to the exporter against the security of railway receipt, steamers receipts etc. evidencing transformation of the merchandise of the goods.

Back to Back Letter of Credit

Under this arrangement the Bank finances an export by opening a letter of credit on behalf of the exporter who has received a letter of credit from the overseas buyer but is not the actual manufacturers of producer of the exportable goods.

Advance under Red clause Letter of Credit

Under the red clause Letter of Credit, the Bank provides advance to the exporter prior to shipment under the authority of the opening Bank.
Bank only deals with documents :Documents & security to be obtained for this purposes are-
· Export registration certificate (ERC)

· Bank usually charge documents to be singed by exporter or his /her duly authorized agent

· Confirm irrevocable export letter of credit or firm contract made by the buyer with the exporter.

· Insurance coverage

· Collateral securities. 

Procedure for sanction of pre – shipment finance

The following are some of the points that must be borne in mind for this purpose:

· Export Letter of Credit should from a reputable Bank abroad whose status has to be ascertained. 

· Expiry date of letter of credit should be properly recorded in the book.

· The credit worthiness of the exporter and his exporter performance are to be invariably ascertained.

· The period for which the credit is sanctioned should be clearly mentioned.

· In case of pledge “Bankers effective control should be mentioned“.

· Charges documents and other necessary documents as stipulated in the sanction letter should be properly obtained.

· Guarantee / Policies should be obtained under the export credit scheme administered by Insurance Company.

ii) Post- Shipment Credit

Post – shipment credit is given to the exporter by Banks after the actual shipment of goods. The necessity for post shipment credit arises because the exporters who have shipped the goods have to wait for a long receiving payment for the overseas buyers; the period of waiting depends on the terms of payment. The exporter needs funds to carry on his normal export activities. 

BASIC also finances the export at post – shipment stage on verification of the credit worthiness and soundness of both the buyers and the seller by preparing application for limit (AFL).

Negotiating Documents under Letter of Credit

The document generally includes:

· Bill of exchange or Draft

· Bill of lading

· Insurance Policy

· Indent / Proforma Invoice

· Invoice

· Certificate of origin

· Packing list

· Any other documents specially called for in the letter of credit.

Purchase of DP and DA Bills

The provision of finance by way of negotiation of documents against payment (DP) and documents against acceptance (DA) bills is generally made in favor of the exporter who have been given bill purchase limit

The Bank should obtain instruction from the drawer of the bill covering the following aspects:

· Documents against payment or acceptance

· Instruction to protest

· Notice for dishonor

· Collection charges and interest

· The case in need

· Presentation of the bill

Advance against Bills for Collection

The Bank generally accepts bills for collection of proceeds when they are not drawn under a letter of credit or when the documents, even through drawn against in L/Cs contain some discrepancies. 

D/P (Document against Payment) 
The exporter (we) makes shipment and sends the shipping documents to the exporter's bank for collection. The BASIC Bank Limited then sends the shipping documents along with a collection letter to the importer's bank, which then sends a collection notice to the importer. The importer makes payment upon receiving the notice, and only after payment does the importer receive the original shipping documents with which you take the physical possession of the goods. 

The major advantage of the use of cash against documents payment is the low cost, versus using a letter of credit. But, this is offset by the risk that the importer will for some reason reject the documents (or they will not be in order). Since the cargo would already be loaded (to generate the documents), we have little recourse against the importer in cases of non-payment. So, a payment against documents arrangement involves a high level of trust between the exporter and the importer.

To customers who have long-standing relationships with BASIC, for larger quantity order shipped by sea, we usually make the payment arrangement as 50% made via T/T advance payment and 50% made via D/P to expedite the whole transaction process.

4.4.14 Export Development Fund:
The  main objectives of creating an export development fund at the Bangladesh Bank is to assure a continued availability of foreign exchange to meet the import requirement of non-traditional manufactured items, this facility is available to the non-traditional exporters, particularly newer exporters. Exporters diversify into higher value export and exporters diversify into new markets. An exporter identified above is eligible on the basis of the conditionally stated below:

· One must be an exporter of non – traditional manufacturing items
· The vale added of these products could be 20% except in the case of garments where it has to be 30% & above
· The loan should be utilized in case of importing raw materials for manufacturing the exportable products.
· The exporter must have an export letter of credit

· One must create a back- to- back for importing raw materials

· The period of loan is 180 days

4.4.15  Banks facilities and Services to Exporter and         

        Importer:
4.4.15.a Export Facilities and Services

Overdraft (O/D): 

Overdraft are granted to a customer in order to finance his daily business requirements and assist his cash flow position

Bills (Advance): 

The Bank may agree to offer thus type of                                                                                                                                                 finance if it thinks that the Exporter is   reliable.

Negotiation of export bills: 

After the beneficiary has effected shipment, he may present documents to his Banker for negotiation. Sight bills might be negotiated by the exporter’s Bank.

Guarantee/Indemnity: 

Guarantee and Indemnity are Banking service available to both exporters and importers.

Red clause credit:

It is a pre-shipment finance granted to the exporter by and at the risk of the issuing Bank.

Packing loan:

The purpose of packing loan is to help the exporter to buy raw-materials for production or to buy the necessary goods required by the D/C.

Letter of Indemnity:

 It is an undertaking given by a Bank on behalf of his customer to another Bank. The Bank giving the promise is primarily liable.

Leasing:

 This is a financial arrangement in which the Banks and their subsidiary companies known as lesser of leasing companies hold the title to property or equipment which the customer known as the leases use it. 

4.4.15.b Import Facilities and Services:
· Overdraft (O/D)

· Documentary Credit Facility (D/C)

· Loan against imported merchandise

· Trust receipt facility

· Shipping Guarantee

· Collection

4.4.16 Remittance:
This Department deals with the basic paying and receiving of funds into the Bank, for the clients. They transfer, or wire money abroad as well as locally through TT or SWIFT, etc. They deal with Foreign Currency time placements and balance certificates for clients. They work very closely with the cash department. It is the Remittance Department, which also issues monthly salaries both locally and internationally for some of their clients. They also sell Government bonds to clients and organizations.
Remittance Department works as an intermediary for clients and actions taken on their accounts. Automatic credits and debits are not necessary done, especially in cases of International transactions. Sometimes credit will be available at a certain value date. They deal with fund transfers both locally and abroad as well. They deal with Inter – Bank transfers, for example, if there is a Bank transfer where BASIC does not have a branch like Kurigram then they will transfer their fund to a Bank in Dhaka that has an office in Kurigram. Through these various functions, they are able to serve their clients.

A principal mode of remitting fund abroad is through SWIFT – Society for Inter – Bank financial communication an online communication system. Other traditional mode TT. Telex, Mailing of Drafts, and transfer of TCs is also used. In both case of incoming and outgoing remittances the purpose is to be disclosed. Local fund transfer is also done here, their areas of transfer activities include:

· Issuance of Pay order 

· Salaries

· TT to Chittagong

· TT to other parts of the country   

4.4.16.a Inward Remittance

Function in Inward Remittance          

Step 1:    Fund Received

Step 2:   Clarification by

· Own Client

· Other Client

              Step 3:     If the fund is for own client

· Check faster account

· Valid IRC Copy

· Vat Register Certificate

· C – Form 

· Check the fund account

· Message transfer date

· Process the fund

                         If the fund is for other client

· Inform the other Bank

· C – Form 

· Check the fund amount

· Message transfer date 

· Process the fund

Step 4:   Transferring the fund

4.4.16.b Outward Remittance

      Bank Condition:  Client must have an account in BASIC

      Process:

· Travel Mucilaginous

· Document transfer by SWIFT other transaction activities

     Types of Transaction (Remittance Department):

· Govt. Bond Sold

· Govt. Bond Encasement

· Govt. Bond interest paid 

· Other Bank check collection

· Standing instruction 

· Credit Advance/Debit Advance

· Outgoing Payment Instruction 

· Collection item both local/Foreign

· Incoming Payment Instruction Pay order Installed 

· Salary Disbursed

· Foreign Currency Draft Issued

· Correspondence

· Incoming Collection 

· Bangladesh Bank Check Collection

Issuance procedure of foreign currency note:

· To  verify the approved T.M form or Bangladesh Bank permit

· To issue foreign currency notes by endorsing in the passport.
·  Voucher preparing with accounting treatment:
                                                Party’s Account ……………………Dr.

       Foreign Currency Notes on Hand A/C…………………Cr.

4.4.17 Factor Affecting Fluctuation in Exchange Rates:
Foreign exchange rates are determined by supply and demand for currencies. Supply and demand, in turn, are influenced by factors in the economy, foreign trade, and the activities of international investors. Capital flows, given their size and mobility, are of great importance in determining exchange rates. 

Factors that influence the level of interest rates also influence exchange rates among floating or market-determined currencies. Currencies are very sensitive to changes or anticipated changes in interest rates and to sovereign risk factors. Some of the key drivers that affect exchange rates include:
Medium and Long – Term Factors:
· Balance of Payment 

If the country suffers from a balance of payment deficit, its currency will depreciate. If, on the other hand, a country experiences balance of payment surplus, its currency will appreciate. 

· Rate of Inflation 

If the country suffers from high inflation rate, its currency will depreciate. On the other hand, if a country experiences a relatively low Inflation rate, its currency will appreciate.

· Interest Rate

 The currency, which gives a relatively high interest rate, will appreciate while the currency, which only offers a relatively low interest rate, will appreciate.

Short – Term Factors:

· Official Intervention

· Hot Money

“Hot Money” refers to money, which flows in for speculative purpose. When Hot Money Flows into a country, its currency will appreciate and vice versa. Hot money is a very substantial forces affecting the movement in exchange rate. Its flows into country interest rates are expected to rise, and especially when there is a speculation that the currency’s exchange rate will appreciate.

On the other hand, when Hot money flows out, it will put pressure on the country’s currency, resulting in depreciation.

4.4.17 Evaluation Of Foreign Exchange Operation of BASIC :            
Telex / Swift Mes

The following Telex and Messages to be received from the   Register:    
· Export L/Cs

· Amendments

· Other messages

Advising

The procedures are as follows according to the system:                      
· Take reference for Telex, SWIFT and mail L/Cs and amendments from the L/C register

· Insert L/Cs and amendments in the system.

· Type L/C, amendment and authentication advising letter.

· Making photocopy of all messages.

· Short letter and Telex after signing L/Cs, amendments and authentication.

· Mail outside Dhaka’s L/C and amendments by courier and pack mail.

Negotiation

The procedures of negotiation are as follows according to the system:                    

· Scrutinize documents.

· Prepare sanction memo and obtain approval from relationship                                                manager (RM).

· System input in DCCS BPS and CAS.

· Release Negotiation from DCCS.

Confirmation

The procedures are as follows according to the system:

· Obtain allocation through FSI.

· Obtain clients consent regarding changes.

· Prepare sanction memo.

· Type and mail add confirmation letter.

Document Mailing

The procedures are as follows according to the system:              

· Type bill schedule.

· Endorse bill of exchange and shipping documents.

· Forward duplicate EXP L/C.

· Endorse in L/Cs.

· Photocopy of the documents.

· Mail clients information

· Cancel F.B. Stamp for usance bill.

· Mail duplicates EXP L/C to Bangladesh Bank.

Transaction

· Telex/SWIFT message transaction.

· L/C balance control.

· Local Bank advising Bank charges payment.

· Margin endorsement in B/B L/C file.

· Payment endorsement in EXP.

· Sort EXPS for Bangladesh Bank after signing.

· Payment upon negotiation.

· Negotiation reversal entry (after realization).

· Collection payment
4.4.18 Foreign Exchange Business position:
4.4.18.a Export and Import business of BASIC Bank Limited:

BASIC Bank’s expertise in International Banking has a record of in- house growth over more than one decade. With limited network of branches at home and also a few correspondent banks worldwide it is handling the export – import business including homebound remittances.
The  following graph shows year- wise export – import business of BASIC Bank Limited. Though both export and import are increasing day-by-day, imports exceed exports which ultimately drastically hit the country’s negative Balance of Trade.
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  Figure: Export & Import Position.

4.4.18.b Performance of Foreign Exchange Business of BASIC Bank Limited:

The following table shows year-wise performance of foreign exchange operations consisting item- wised income generating avenues. All the figures show positive growth which generally signals foreign exchange business as a profitable business in Bangladesh. Within all the income avenues, income from exchange gain shows highest figure in taka value .Growth rate here is satisfactory. Income from Letter of Credit and Letter of Guarantee were the largest among the income revenues respectively.  
	Particulars
	                    2007
	                  2008
	                   2009

	Foreign bill purchased
	628,965
	1,118,585
	1,059225

	Local bill purchased
	9,041,451
	7,791,613
	8,574,134

	Remittance
	8,280,081
	8,698,956
	7,458,290

	Letter of Guarantee
	39,869,621
	38,310,375
	24,250,749

	Letter of Credit
	106,869,561
	146,230,975
	132,433,042

	Bills for collection
	10,792,897
	15,230,622
	13,919,101

	Acceptance
	10,792,897
	11,049,618
	10,595,355

	Export bill
	570,415
	1,629,488
	2,011099

	Miscellaneous (includes commission on sales of PSP,TC)
	6,491,052
	5,422,296
	3,360,362

	     (A)Total
	191,235,959
	238,482,524
	203,661,357

	     (B) Exchange gain (Profit on exchange trading)
	222,845,221
	250,704,092
	251,562,290

	Total (A)+(B)
	414,081,179
	489,186,616
	455,223,647


Revenues earnings from foreign exchange section are now graphically presented:
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Figure : Income from Foreign Bill Purchased shown.
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Figure : Income from Local Bill Purchased shown.
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Figure : Income from Remittance shown.
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Figure : Income from Letter of  Guarantee. 
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Figure : Income from Letter of  Credit.
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Figure : Income from Bills for  Collection.
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Figure : Income from Acceptance.
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Figure : Income from Export Bill shown.
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Figure : Income from Exchange gain (profit on exchange trading). 

4.5 Foreign Exchange Management:

 4.5.1 Foreign Exchange Risk Management

Foreign exchange risk is defined as the potential change in earnings arising in market
prices .The market directly affects each country ‘s bond ,equities, private property,
manufacturing, and all assets that are available to foreign investors. Foreign exchange
rate also play a vital role in determining who finances government deficits, which buys
equities in companies and literally affects and influences the economic scenario.

Due  to high risk market the role of treasury operations is crucial .As per Bangladesh Bank ‘s guidelines the bank has segregated the front and back office of treasury operations.
Front office independently conducts transactions and the office is responsible for
verification of the deals and the passing of their entries in the books of accounts. All
NOSTRO accounts are reconciled on monthly basis and all foreign exchange
transactions are revalued at market to market rate as determined by Bangladesh Bank.
4.5.2  Foreign Currencies Translation :

 Foreign currencies translations are converted into equivalent taka using the ruling 
 exchange rate on the date of transactions. Foreign  currencies balances held in US 
 dollar at the year end are translated into taka currency at the weighted average rate 
 of inter bank market as determined by Bangladesh Bank. Balances held in foreign 
 currencies other than US dollar are converted into mid vale of the selling and buying 
 rate of the last transaction date of the year of the bank. 

Chapter 5:

Findings of the study:
The findings obtained from the study on Foreign Exchange Operations of BASIC Bank Limited are follows :

· At present Bank rate is 5%

· At present statutory liquidity ratio (SLR) is 18% and cash reserve ratio(CRR) is 4.5%.

· At the end of 2008 ,Bangladesh Bank (BB) instructed the commercial banks for doubling their paid up capital and reserve to BDT 4 billion from the existing BDT 2 billion by August11,2011.

· At the end of 2008, Bangladesh Bank (BB) allowed the commercial banks

To show a maximum of 50% of the revaluation reserves of the government securities held by them to meet their capital adequacy requirement.

· At the end of 2008, Bangladesh Bank (BB)  raised the allocation for the re- financing scheme aimed at facilitating development of small & medium enterprises(SMEs) to 3 million – BDT 5 million.
· BOP situation continues to maintain surplus in Q1

      At the end of 2008, the countries overall balance of payments (BOP) continued to                            

      maintain a surplus position during the First Quarter (Q1) of the current fiscal    

     mainly due to higher surplus in current account balance . “Deposit deficit in the 
     trade balance current account balance recorded a larger surplus of USD 366 million 
     during July – September,2008 compared to the surplus of USD 99 million in the 
     same period of 2007 due mainly to larger current transfer of USD 2.517billion”, BB 
    said in its Major Economic Indicators: Monthly updated-November ,2008. The 
    overall balance also showed a surplus of USD 203 million of the corresponding   

    period of the previous fiscal year.

· As a state owned scheduled bank, BASIC Bank Limited is playing an important role toward the growth and economic development of Bangladesh.
· BASIC Bank Limited is a blend of development and commercial banking functions.

· Cash reserve ratio (CRR) and statutory liquidity ratio (SLR) with Bangladesh Bank have been maintained as per rule.
· Total assets of the bank decreased by(2.08%) to Taka, 45,308.32 million from Taka 46,651.54 million in 2009.

· The net profit after tax provision of the bank for the year 2009 was Tk.648.85 million as against Tk.549.95 million in 2008 which is Tk. 98.90 million higher than the previous year.
· BASIC Bank Limited training cell provides training facilities to its medium and junior level officers of the bank and also provides executive development and internship program.
· Uses online banking system  all of the branches.

· In order to measure corporate performance ,the bank presents Economic Value Added (EVA) statement in its annual report every year which is an estimate of the amount by which earnings exceed or fall short of the required minimum return for shareholders or lenders at comparable risk. It is also the best measure of a firm’s intrinsic value and the best tool of aligning management nd owner’s interest.

· BASIC Bank Limited provides value added statement in its annual reports which indicates how the value is created and distributed among different stakeholders of the bank.
· There are mainly three types of audit conducted in the BASIC Bank Limited. They are as follows:

· Internal Audit

· External Audit

· Bangladesh Bank Audit

· There are three types of  modes of foreign exchange market, which are : Export Finance, Import Finance & Foreign Remittance. Foreign exchange section of BASIC Bank Limited ,main branch does import & export out of above mentioned foreign exchange activities vastly.
· With limited network of branches at home, volume of export – import business including homebound remittances is increased day by day. 

· Besides SWIFT is being used in the AD Branches and Head office of the bank for trade finance related operations like documentary credit, documentary collections, fund transfer , guarantee, etc with optimum security.
· Reuter’s services are being used at the Head office for the offering the best exchange rates to its customers as well as for other treasury functions.

· For the Bangladesh Bank’s exchange control purpose, online L/C monitoring systems is performed daily by inputting details of L/C  information with the following 

· Applicant Name and Address
· Beneficiary Name and Address

· Foreign currency amount

· Date of issue of L/C

·  Date of expiry & place  of L/C

· H.S code (Harmonized system code)
· Description of goods(Quantity, per unit price, total amount)

· Letter of credit authorization form (LCAF)number & date

· Origin of the goods

· Name of the pre shipment inspection (PSI) company
· The liquidity & profitability of this branch is standard
· It is leading bank of Bangladesh but it has limited marketing strategy in its management policy . It is a leader in call money market in Bangladesh as well.
· Most of the employees are loyal to the organization. So they are focused on the customer satisfaction, Where customers are the life of the banks. 

Chapter 6:

Recommendations:

As an internee of BASIC Bank Ltd I have some recommendation. These are:
Banks should establish a review process to examine the changing circumstances of borrowers to determine the position of loans. Attention devoted to these loans is more likely to result in proper action to safeguarded the Banks position and to assist the borrower to take appropriate steps in their business to bring back loan performing . Here some recommendations are made enrich the foreign exchange policy , credit policy and practices of the bank:

     1.Customer Services should be enhanced:

Every bank’s prime objective is to satisfy its client. Increased customer services are must for it .In Bangladesh all foreign banks and some private commercial banks are now providing excellent services like :ATM ,Credit card, Phone banking and super saving facilities and other fast services facilities to its client .But in that area BASIC has taken limited steps. As such they are loosing its valuable client to those which are providing these services .So BASIC should improve its service portfolio and should introduce more technology-oriented services to its customers.
           2.Marketing for selling the services should be encouraged:
            Most of the employees of the BASIC or the top management of it is not very much 

            interested for marketing for BASIC Bank. Door to door or business to client 

            relationship is not maintained in this respect .The reason behind this may be that, 

            no incentive schemes should be introduced for mass marketing of services.
          3.The Bank should develop an effective database needed for analyzing Foreign 

            Exchange Business.  

         4. More specifically ,the bank should develop sectors wise export – financing    

            facilities.

5.Letter of Credit (L/C) opening system should be easier.

6.For customer convenience, BASIC Bank Ltd. Should provide more personal to   

   deliver faster services to the customers.

7.Proper communication system and maintenance of files & machineries like phone, computer ,fax, and photocopier need to be ensured in all branches .Through some branches have these kinds of facilities.

8.To ensure error free faster services, the bank should be fully computerized and internet based.

9.Research & Development activities should be taken into consideration.

10.Effective strategies must be under taken against defaulters.

11.Office should be fully decorated to attract  clients to take its services.

12.More employees are to recruit .For the better service, training is must and according to the skill and education background of employee needs to be positioned.
13.The bank should absolutely maintain on is own rules and procedures.

14.The bank should introduced reward system for good borrowers as well as punishment for bad borrowers.

15.The Bank should apply modernized Marketing Information System.

16.The Bank should act without any kind of political influences.

17.The time to reach permanent position from probation period takes almost two years, which is a very long time process as I considered and it should be less than two year.
18.Some Officer of the bank are not self- motivated .They should be self- motivated by training .BASIC Bank Limited has only 32 branches, which are not so satisfactory to serve the country widely. It requires more branches through out the country.

19.Some banking operations are still operated in manual basis other than computer system that take more time.

20.Computer should be used in all other activities :DD, TT takes more time to operate. It should minimize time. On-line banking may be encouraged.

21.Management should be careful about high liquidity ratio:
As per as Bangladesh Bank inspection report it has been revealed that, most of the branches are keeping more funds in their hand, which are affecting the profitability. Also the conservative approach of the bank is affecting its profitability. As such the bank now should involve more of its strength to find new investment area and let its idle funds to be used.       
22. We require some valuable information for the purpose of making Internship Report          

      but these kinds of information is not available. We strongly suggest helping us in    

      this matter. 
Chapter 7:

Conclusion:
From the practical implementation of customer dealing procedure during the whole period of my practical orientation in BASIC Bank Limited I have reached  a firm and concrete conclusion in a very confident way. I believe that my realization  will be in harmony with most of the banking thinkers. It is quite evident that to build up an effective and efficient banking system to the highest desire level computerized transaction is necessary condition but not the sufficient condition .For proper functioning of the banking systems, corporate governance is desired at highest level.

Reviewing the report and from the experience of the thee months with the bank under internship program ,I can say that BASIC Bank Limited is a potential and promising bank in the banking sector in Bangladesh. As desired , its functions and activities in the economy are being aligned with the objectives set by the Government of Bangladesh since its inspection.

After getting Authorized Dealer’s license from the authority of Government of Bangladesh, BASIC  Bank Limited finds foreign exchange business as a profitable and challenging business. Though, income from loans and advance shows the highest amount / percentage of total income, some loans and advances are indirectly created from foreign exchange section as, PAD, LTR, LIM, Local Documentary Bills Purchased (LDBP),Foreign Documentary Bills Purchased (FDBP) which shows high level of income generating revenues from BASIC  Bank Limited.

The effective and efficient foreign exchange business of the bank helps in the continuous growth and progress of national economy.Through the foreign exchange operations and all other banking activities, BASIC  Bank Limited is, no doubt, playing a vital role not only in the micro economic sector but also in macro economic sector of Bangladesh .We hope, the successful walkway of BASIC  Bank Limited will remain continuous for a long time and become an example in the banking sector in our country.[image: image11.png]
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2.5.c Organogram of BASIC Bank 
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2.5.d Branch Office Organogram 
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