[image: image13.jpg]




Investment Operation 

of 

Islami Bank Bangladesh Limited

Submitted by
WWW.ASSIGNMENTPOINT.COM
Organization Part

Chapter 1: Introduction

1.1 Origin of the Report
As a mandatory requirement of Bachelor of Business Administration (BBA) program, this report entitled – “Investment Operation of Islami Bank Bangladesh Limited” - is a connived depiction of the two months long internship program at Islami Bank Bangladesh Limited, Shyamoli Branch.

The organization attachment started April 1, 2009 and finished on May 31, 2009. My topic of the paper is Investment Operation of Islami Bank Bangladesh Limited

1.2 Purpose of the Report
The purpose of this report cognates the internship purpose. The internship objective is to gather practical knowledge and experiencing the corporate working environment with the close approximation to the business firm and the experts who are leading and making strategic decisions to enhance the growth of a financial institution. To this regard this report is contemplating the knowledge and experience accumulated from internship program. With the set guidelines and proposal by the University and with the kind advices of the organization and the internship supervisor, this report comprise of an organization part and a project part.





The prime objective of organization part is:





· To present an overview and brief introduction of Islami Bank Bangladesh Ltd.

The prime objective of project part is:





· Give a brief overview of the Investment operation of IBBL.
1.3 Scope of the Study
The Scope of the organizational part covers the organizational structure, background and objectives, functional, departmental and business performance of IBBL as a whole and the main part covers operational scenario of IBBL. In Our Internship program in here, we have tried to learn the functions of all departments. During our internship, every employee of IBBL tries to make us understand very nicely and we think that now we may be able to handle or manage a department’s activities of an Islamic Bank in our country

1.4 Methodology of the study
The Methodology used for this report is basically discussions with various officers (experts in the field of INVESTMENT operations). I talked with the various “Sections in charge”and acquired knowledge about the nature and ambit of their tasks. Some responsible persons interviewed for several times to meet my informational need. I used to prepare vouchers to several transactions and make proper record of documents, which helped to understand what is going on the real arena. I also used my text knowledge and publications of IBBL. 

· Population of the Study: The proponent takes the customers of Islami Bank Bangladesh Ltd. as population of the study.

· Sample Area: The authors have selected the customers of Shyamoli Branch and Dhaka City as the sample area.

· Sample Size: 30 clients and 5 concerned executive have been selected as a sample size.

· Sampling Technique: Purposive sampling technique has been used for sample selection. 

1.5 Source of Data Collection
This report is based on both primary & secondary source of information. For theoretical development of this report, the data has been collected from the various sources like different publications, library sources, books articles, etc.

For collecting primary data, we have taken aid to the respective officer(s). Others are like-

· Exposure on different desk of the bank

· File study

· Field study.

The secondary sources are-

· Annual Report of Islami Bank Bangladesh Limited.

· Periodicals published by the Bangladesh Bank.

· Different publications regarding banking functions.
· Internet.

1.6 Limitation of the Study
Like any other study the limitations of this study is not out of questions. But the following factors seem to me the main points of weakness of the study despite of all co-ordination from the bank officials:

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

· One of the main barriers in writing this report was the confidentiality of data. Though we had access to lot of information regarding the performance of the bank, we were unable and not authorized to use this information due to legal restrictions.

Chapter 2: Overview of Islamic Banking

2.1 Islamic Banking
Islamic banking has been defined in a number of ways.

The definition of Islamic bank, as approved by the General Secretariat of the OIC, is stated in the following manner. “An Islamic bank is a financial institution whose status, rules and procedures expressly state its commitment to the principle of Islamic Shariah and to the banning of the receipt and payment of interest on any of its operations”(Ali & Sarkar 1995, pp.20-25).
Shawki Ismail Shehta viewing the concept from the perspective of an Islamic economy and the prospective role to be played by an Islamic bank therein opines: “It is, therefore, natural and, indeed, imperative for an Islamic bank to incorporate in its functions and practices commercial investment and social activities, as an institution designed to promote the civilized mission of an Islamic economy” (Ibid).

Ziauddin Ahmed says, “Islamic banking is essentially a normative concept and could be defined as conduct of banking in consonance with the ethos of the value system of Islam” (IBID).  

It appears from the above definitions that Islamic banking is systems of financial intermediation that avoids receipt and payment of interest in its transactions and conducts its operations in a way that it helps achieve the objectives of an Islamic economy. Alternatively, this is a banking system whose operation is based on Islamic principles of transactions of which profit and loss sharing (PLS) is a major feature, ensuring justice and equity in the economy. That is why Islamic bank are often knows as PLS bank. 

The world has now been expe​riencing operation of as many as 250 Islamic banks and financial institu​tions in more than 50 countries, Muslim and non-Muslim.

There are religious as well as economic reasons, which have contributed to the emergence of PLS-banking as an alternative to its conventional counterpart. It is the prohibition of 'Riba' in the Quran that, according to the proponents of the PLS-system, was the source of inspiration for establishing banks in line with Islamic Shariah (Muslehuddin 1987, pp.24-27). The basic intention behind establishing Islamic banks was the desire of Muslims to reorganize their financial activities in a way that do not contradict the principles of Shariah and enable them to conduct their financial transactions without indulging into Riba (Ahmad 1992). These writers consider rate of interest in the conventional banking mechanism synonymous to Riba, the term as used in the Quran [2:275; 30:39]. One of the reasons for this is that the outcome of the productive effort is uncertain, and so interest necessarily involves an element of Gharar, that is, uncertainty (Chapra 1985, p.64). On this religious ground, proponents of the PLS-system urge the Islamic community to avoid all transactions with institutions that are interest-based.

The economic reason derived from a verse of the Quran providing inspiration to devise an interest-free financial system has been substantiated in the way that interest, instead of increasing wealth, reduces it [30:34]. The primary reason of why the Quran has taken such a hard approach towards interest is that Islam stands for establishing a just economic system free from all kinds of exploitation (Chapra 1985). Further, Muslim economists consider depression and stagflation very often found in the capitalist world as an outcome of the financial system based on interest (Rahman 1976).

2.2 Islamic Banking in Bangladesh
In August 1974, Bangladesh signed the Charter of Islamic Development Bank and committed itself to reorganize its economic and financial system as per Islamic Shariah. In January 1981, Late President Ziaur Rahman while addressing the 3rd Islamic Summit Conference held at Makkah and Taif suggested, ''The Islamic countries should develop a separate banking system of their own in order to facilitate their trade and commerce.'' This statement of Late President Ziaur Rahman indicated favorable attitude of the Government of the People's Republic of Bangladesh towards establishing Islamic banks and financial institutions in the country. Earlier in November 1980, Bangladesh Bank, the country's Central Bank, sent a representative to study the working of several Islamic banks abroad. In November 1982, a delegation of IDB visited Bangladesh and showed keen interest to participate in establishing a joint venture Islamic bank in the private sector. They found a lot of work had already been done and Islamic banking was in a ready form for immediate Introduction. Two professional bodies -Islamic Economics Research Bureau (IERB) and Bangladesh Islamic Bankers' Association (BIBA) made significant contributions towards introduction of Islamic Banking in the country. They came forward to provide training on Islamic banking and held seminars, symposia and workshops on Islamic economics and banking throughout the country to mobilize public opinion in favor of Islamic banking. At last, the long drawn struggle to establish an Islamic bank in Bangladesh became a reality and Islami Bank Bangladesh Limited was established in March

1983 in which 19 Bangladeshi national, 4 Bangladeshi institutions and 11 banks, financial institutions and government bodies of the Middle East and Europe Including IDB and two eminent personalities of the Kingdom of Saudi Arabia joined hands to make the dream a reality. Later, other three Islamic Banks were established in the country.

Chapter 3: Islami Bank Bangladesh Limited (IBBL)
3.1 Introduction
Bangladesh is one of the largest Muslim countries in the world. The people of this country are deeply committed to Islamic way of life as enshrined in the Holy Qur'an and the Sunnah. Naturally, it remains a deep cry in their hearts to fashion and design their economic lives in accordance with the precepts of Islam. The establishment of Islami Bank Bangladesh Limited on March 13, 1983, is the true reflection of this inner urge of its people, which started functioning with effect from March 30, 1983. This Bank is the first of its kind in Southeast Asia. It is committed to conduct all banking and investment activities on the basis of interest-free profit-loss sharing system. In doing so, it has unveiled a new horizon and ushered in a new silver lining of hope towards materializing a long cherished dream of the people of Bangladesh for doing their banking transactions in line with what is prescribed by Islam. With the active co-operation and participation of Islamic Development Bank (IDB) and some other Islamic banks, financial institutions, government bodies and eminent personalities of the Middle East and the Gulf countries, Islami Bank Bangladesh Limited has by now earned the unique position of a leading private commercial bank in Bangladesh. 

3.2 History of IBBL
Establishment of Islamic Development Bank (IDB) by the OIC member states in the year 1975 has been proved to be a break through in the expansion of Islamic Shari’ah based finance and specially banking throughout the world. As a founder member of IDB, the Government of Bangladesh also had the commitment to establish Islamic banks, which was reflected in different steps taken by the governments of the country. The OIC members consented to the proposals to introduce Islamic economy and banking in their respective countries held in the foreign ministers’ conferences in 1978 and 1980 in Dakar and Islamabad respectively.

In the year 1981, OIC in its 3rd summit held in Makkah approved the Proposition submitted by Bangladesh to introduce separate banking system following Islamic ideology. As per decision, the GOB sent representatives to the Middle Eastern countries to learn the existing banking systems in those countries.

In the private sector, the Islamic Economics Research Bureau (IERB) was the first organization that took active initiative in this regard. They arranged a national seminar on Islamic Economics and banking in the year 1979 and inspired by the discussion and the papers presented in the seminars, some local bankers formed ‘Islami Bank Working Group’. The IERB again arranged an international seminar in 1980. After the seminar, Dhaka based ‘Muslim Businessman Society’ (later renamed as ‘Industrialist and Businessmen Association’) under the leadership of renowned industrialist Abdur Razzaque Lasker, took initiative to establish an Islamic bank and applied to the government for permission. At this stage, the GOB provided necessary permission in the year 1983 and at last ‘Islami Bank Bangladesh’ was registered under Company Act in which 19 Bangladeshi national, 4 Bangladeshi institutions and 11 banks, financial institutions and government bodies of the Middle East and Europe including IDB and two eminent personalities of the Kingdom of Saudi Arabia joined hands to make the dream a reality.
3.3 Growth and Expansion
Since its startup, IBBL is maintaining a steady growth in terms of profitability and geographical coverage. 80s may be termed as ‘Foundation Stage; during the 90s, the bank passed its ‘Early Growth Stage’ and during the first decade of the 21st century, its making ‘Rapid Growth’. 

The growth fact file from 1983 – 2008 is given hereunder:

13-03-1983

:  Incorporation of IBBL.
30-03-1983

:  Inauguration of 1st Branch (Local Office).
12-08-1983

:  Formal inauguration.
1984


:  Establishment of Islami Bank Training and Research Academy 
   (IBTRA).

1985 


:  Listed with Dhaka Stock Exchange (DSE) and issue IPO. 

1988


:  Introduction of ‘Executive Development Program’.

1989


:  1st Rights Share Issue.

    Introduced Zonal concept.

1991


:  Opening of the 50th Branch.

‘Sadaqa Tahabil’ converted to form Islami Bank Foundation as   

a separate entity.
1994


:  Introduction of annual award for Dhaka University students.

   Implementation of BEXIBANK as the banking software
1995


:  Launched Rural Development Scheme.
   First IBBL representative abroad (KSA).

1996


:  Listed with Chittagong Stock Exchange (CSE).

   2nd Rights Share Issue.

1997


:  Opening of the 100th Branch.

1998


:  Introduction of Diploma in Islamic Banking at IBTRA.

1999


:  ‘Global Finance’, a New York based financial magazine named 
   IBBL as the best bank of the country.

   Implementation of IBBS – integrated banking software.

   Introduction of SWIFT service.

2000


:  3rd Rights Share Issue.
   CSE declared IBBL as one of CSE – 30 companies.

   Head Office shifted to new location (own premises).

   ‘Global Finance’ named IBBL as the best bank of the country.

2001


:  DSE declared IBBL as one of 20 ‘Blue Chip’ companies.

   Introduction of ATM service.

   All the branches are computerized.

   IBTRA shifted to its own premises at Mohammadpur.

   EIBS project started.

2002


:  New Organ gram was implemented.
2003


:  4th Rights Share Issue.
2004


:  LAN has been set up at all the branches.

      


   Opening of the 150th Branch.

      
   Joining / Agreement with CDBL.

2005


:  Implementation of eIBS

web based banking Software developed by in-house  developers.

   Introduction of REUTERS and dealing service.
   ‘Global Finance’ named IBBL as the best bank of the country.

      


   IT Audit came into practice.

2006


:  Introduction of Online banking.

2007


:  Introduction of Mudaraba Perpetual Bond.

   ICMAB announced IBBL as the ‘First in Best Corporate in the 
   Banking Sector (Local)’.
2008


:  Starting brokerage house operation.
3.4 Performance of IBBL
	( Amount in Million Taka ) 
Particulars
2002
2003
2004
2005
2006
2007
Authorized Capital
1,000.00

3,000.00

3,000.00

5,000.00

5,000.00

5,000.00

Paid-up Capital
640.00

1,920.00

2,304.00

2,764.80

3,456.00

3,801.60

Reserves Fund
2,852.07

3,280.37

4,329.92

5,450.94

6,551.23

8,039.74

Total Equity
3,540.52

5,266.47

6,691.12

8,331.14

10,435.96

15,765.94

Total Deposits
(Including bills payable) Gross
56,246.37

70,552.65

88,452.18

108,261

132,814.00

166,812.78

Total Investments (Including Inv in Share) Gross
49,185.92

62,755.90

83,893.63

102,145

123,959.00

174,365.55

Import Business
33,788.00

46,237.00

59,804.00

74,525.00

96,870.00

137,086.00

Export Business
16,673.00

21,738.00

29,151.00

36,169.00

51,133.00

66,690.00

Remittance
14,670.00

16,668.00

23,669.00

36,948.00

53,819.00

84,143.00

Total Foreign Exchange Business
65,131.00

84,643.00

112,624.00 

147,642.00 

201,822.00

287,919.00

Total Income
5,234.07

6,710.44

8,262.73

10,586.78

14,038.30

17,699.51

Total Expenditure
4,240.02

5,908.42

6,419.74

8,424.36

11,129.63

13,918.70

Net Profit before Tax
994.05

802.02

1,842.99

2,162.42

2,908.67

3,780.82

Payment to Government (Income Tax)
397.62

426.61

829.35

973.09

1,490.12

2,049.05

Dividend
25%

20% (Stock)

20% (Stock)

25% (Stock)

 15% (Cash) 10% (Stock)

25%  (Stock)

Total Assets (including Contra)
77,463.12

98,046.85

125,776.94

150,959.66

188,115.27

250,634.48

Total Assets (Excluding Contra)
65,080.70

81,704.75

102,149.28

122,880.35

150,252.82

191,362.35

Fixed Assets
1,725.53

2,036.66

2,552.70

3,067.99

3,724.69

3,987.23

No. of deposit account holder
1,651,122

1,994,266

2,291,269

2,705,180

3,207,131

3,802,709

No. of investment account holder
196,295

223,954

264,863

297,943

421,751

508,758

Cumulative amount of disbursement from RDS
2,029.67

2,923.60

4,216.77

6,033.36

9,303.12

13,969.01

Outstanding Investment of RDS
432.10

570.90

789.97

1,106.00

2,242.00

2,885.00

RDS no. of A / C holder
107,225

130,465

163,465

164,116

295,012

350,278

RDS no. of village
2,875

3,700

4,230

4,560

8,057

10,023

Number of Foreign Correspondents
830

840

850

860

870

884

Number of Shareholders
757

14,196

15,892

17,201

20,960

26,488

Number of Employees
4,249

4,673

5,306

6,202

7,459

8,426

Number of Branches
128

141

151

169

176

186

Book value per Share ( Taka)
5,532

2,743

2,904

3,013

3,020

4,147

Earning per Share (Taka)
932.00

195.52

518.59

487.57

368.42

375.46 

Market Value per Share (Taka) (Highest) 
3,656.00

4,548.00

5,110.00

5,580.00

4,749.00

6,986.00

Capital Adequacy Ratio
8.64%

9.43%

9.21%

9.44%

9.43%

11.18%

( Note : One Million = Ten Lac )


3.5 Mission and Vision of IBBL
· Mission of IBBL:

To establish Islami Banking through the introduction of a welfare oriented banking system and also ensure equality and justice in the field of all economic activities, achieve balanced growth and equitable development through diversified investment operations particularly in the priority sectors and less development areas of the country. To encourage socio-economic upliftment and financial services to the low-income community particularly in the rural areas.
· Vision of IBBL:
Vision of IBBL is to always strive to achieve superior financial performance, be co considered a leading Islami Bank by reputation and performance.

· Goal of IBBL is to establish and maintain the modern banking techniques, to ensure the soundness and development if the financial system based on Islami principles and to become the strong and efficient organization with highly motivated professionals, working for the benefit of people, based upon accountability, transparency and integrity in order to ensure the stability of financial system.

· IBBL will try to encourage saving in the form of direct investment.

· IBBL will also try to encourage investment particularly in projects, which are more likely to higher employment.

3.6 Features of IBBL
The bank is committed to run all its activities as per Islami Shariah. IBBL through its steady progress and continuous   success has earned the reputation of being one of the leading private sector banks of the country. The distinguishing feature s of IBBL is as follow:

· All its activities are conducted on interest-free banking system according to Islamic Shariah.

· Establishment of participatory banking instead of banking on debtor-creditor relationship.

· Investment is made through different modes permitted under islami shariah

· Investment income of the Bank is shared with the Mudaraba depositors according to a ratio to ensure a reasonable fair rate of return on their depositors.

· Its aims are to introduce a welfare-oriented banking system and also to establish equity and justice in the field of all economic activities.

· It extends Socio-economic and financial services to the poor, helpless and low-income group of the people for their economic up liftmen particularly in the rural areas.

· It plays a vital role in human resource development and employment generation particularly for the unemployed youths.

· Its aim is to achieve balanced growth and equitable development of the country through diversified investment operations particularly in the priority sectors and in the less developed areas.

· It extends co-operation to the poor, the helpless and the low-income group for their economic development.

3.7 Aims and Objective of IBBL
· To conduct interest-free banking.
· To establish participatory banking instead of banking on debtor- creditor relationship

· To invest on profit and risk sharing basis.

· To accept deposits on Mudaraba & Al-Wadeah basis.

· To establish a welfare-oriented banking system.

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

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

· To contribute towards balanced growth and development of the country through investment operations particularly in the less developed areas.

· To contribute in achieving the ultimate goal of Islamic economic system.
3.8 Functions of IBBL
The functions of Islami Bank Bangladesh Limited are as under: 

· To maintain all types of deposit accounts

· To make investment.

· To conduct foreign exchange business.

· To extend other banking services.

· To conduct social welfare activities through Islami Bank Foundation.
3.9 Business Philosophy of IBBL
The philosophy of IBBL is to the principles of Islamic Shariah. The Organization of Islamic Conference (OIC) defines an Islamic bank as "a financial institution whose status, rules and procedures expressly state its commitment to the principles of Islamic Shariah and to the banking of the receipt and payment of interest on any of its operations”. The sponsor, perception is that IBBL should be quite different from other privately owned and managed commercial bank operating in Bangladesh, IBBL to grow as a leader in the industry rather than a follower. The leadership will be in the area of service, constant effort being made to add new dimensions so that clients can get "Additional" in the matter of services commensurate with the needs and requirements of the country' growing society and developing economy.

Role and Contribution of IBBL to Bangladesh Economy
Islami Bank Bangladesh Limited has many success stories of achievements. These are    Summarized bllow:

IBBL is the pioneer institution for introduction of Islamic Banking in Bangladesh. The success of IBBL has imbibed other sponsors at home and abroad to establish Islamic Banking in Bangladesh. Four national, one international Islamic banks have since been established in the country. A private sector traditional bank has also established two full-fledged Islamic Banking branches. Several other existing and proposed traditional banks hove also expressed their intention to introduce Islamic Banking.

· IBBL has successfully mobilized deposits from a section of people who hither-to-before did not make any deposit with interest-based banks.

· The Islamic Banking products, which are offered by IBBL through its 196 branches, located at important centers all over the country and spontaneous acceptance of those products by the people proves the superiority of Islamic banking.

· IBBL market share of deposit investment and ancillary business is steadily increasing.

· IBBL, though still a tiny bank, handles more than 10% of country's export and import trade.

· Among the contemporary commercial Banks IBBL position is first in respect of mobilization of deposit, deployment of fund and earning profit.

· Investment in industrial sector occupies nearly 33% of IBBL investment portfolio. This is a unique example of industrial Finance by a commercial Bank.

· More than 1.15,000 workers are employed in the industrial projects financed by IBBL. IBBL has thus made significant contribution to solving unemployment problem of the country.

· Dhaka- the capital of Bangladesh being a Mega city- has acute transport problem. IBBL has joined hands with an enterprising group to introduce a fleet of Premium Bus service, which has attracted the attention of all section of the people and mitigated transportation problem of the city to some extent.

· IBBL has introduced several other welfare oriented Investment schemes, such as Small Transport Investment Scheme, Small Business Investment Scheme, Agriculture Implements Investment Scheme, Poultry Investment Scheme, Household Durable Investment Scheme, Housing Investment Scheme etc.

· IBBL launched a Rural Development Scheme for providing finance to drown-trodden section of the populace- an area where no other Commercial Bank has extended any finance. IBBL's mission is to reach to all 68,000 villages of the country as early as possible.

· IBBL has organized a good number of national and international Seminars on Islamic Banking and Economics. Importantly, IBBL sponsored a Seminar at Dhaka with a view to forming an Islamic Common Market.

· Due to constant persuasion of IBBL the Government has granted license for establishment of an Islamic Insurance Company. By now two (2) Islamic Insurance Companies have started business?

· IBBL has earned reputation in the country as a corruption free institution.

· IBBL is held in high esteem in the banking circle as a good managed bank.

· Under the leadership of IBBL, Bangladesh Association of Banks (BAB) has been formed. This is a platform to ventilate the standpoints on banking issues of the private sector banks. An IBBL has taken initiative to form an Association of Islamic Banks in Bangladesh for furtherance of the causes of Islamic banking.
3.10 Achievements of IBBL
National and international ratings of IBBL

IBBL past performances have been evaluated by Bangladesh Bank, several credit rating agencies home & abroad and by the local press.

IBBL World rating

As per Bankers' Almanac (January 2001 edition) published by the Reed Business Information, Windsor Court, England, IBBL world Rank is 1771 among 3000 banks selected by them. This position was 1902 among 4500 selected banks as on January 1999 edition.
IBBL country Rank is 5 among 39 banks as per ratings made by the above Almanac on the basis of IBBL Financial Statements of the year 2001.
International Press

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

National Press

“It is one of a few local banks according to CAMEL (Capital, Assets, Management, and Earnings & Liquidity) rating made by the Bangladesh Bank. It holds the highest amount of liquidity among all banks and its ability to keep return on assets at 1.07 percent is well above the banking sector's average of 0.33 percent”- The Financial Express, Dhaka commented in its issue of May 28, 1998.
“The Holiday” in its 29th August, 1997 issue carried out a report under the heading “Setting a precedence of sound banking” and commented “While the country's banking system is burdened with bad debt portfolios and also suffers from a liquidity shortage, the Islami Bank Bangladesh Ltd. (IBBL) has created a unique precedence by improving its reserve and deposit positions substantially, making handsome profits, and offering attractive dividends to its share holders and depositors.”
Award and Prizes: International & National Perspective
· IBBL was awarded for several times by international & national organisations. The Global Finance, a reputed London based quarterly magazine, awarded IBBL as the best bank of the country for the year 1999 and 2000.
· IBBL has got the 2nd prize of National Export Fare for its pavilion of Service Organisation in 1985.

Membership of Different Organization / Chamber
Local:
1.
Bangladesh Institution of Bank Management (BIBM) 

2.
The Institution of Bankers Bangladesh (IBB) 

3.
Bangladesh Association of Banks (BAB) 

4.
Bangladesh Foreign Exchange Dealers' Association (BAFEDA) 

5.
Central Shariah Board for Islamic Banks of Bangladesh 

6.
International Chamber of Commerce- Bangladesh 
Foreign:

1.
International Association of Islamic Banks (IAIB), Jeddah, K.S.A. 

2.
Accounting and Auditing Organizations for Islamic Financial Institutions (AAOIFI), Manama, Bahrain. 

3.
General Council of Islamic Banks & Financial Institutions (GCIBFI), Manama, Bahrain (IBBL is a member of its Executive Council) 

4. Society for Worldwide Inter-bank Financial Telecommunication (SWIFT) 

Credit Rating Report

	
	Long Term
	Short Term

	Surveillance Rating 2007


	AA


	ST-1



	Surveillance Rating 2006
	AA
	ST-1



	Outlook


	Stable

	Date of Rating


	30 June, 2008


Credit Rating Information and Services Ltd- CRISL (a joint venture rating agency of Rating Agency MalaysiaBerhad (RAM), JCR-VIS Credit Rating Company Ltd., Pakistan, Prime Commercial Bank Ltd., Pakistan and LocalCorporation/ Sponsors, Bangladesh) was engaged by the Bank.

The CRISL submitted its report on the financial year 2002, 2003, 2004, 2005 & 2006 and assigned A+ (Adequate Safety) for long term rating scale for 2002 & 2003, and upgraded the same to AA- (High Safety) for long termrating scale for 2004 & 2005 and further upgraded the same to AA (High safety) for long-term rating scale in 2006

Financial Institutions rated in this category are adjudged to be of high quality, offer higher safety and have highcredit quality. This level of rating indicates a corporate entity with a sound credit profile and without significant problems. Risks are modest and may vary slightly from time to time because of economic conditions.

CRISL assigned ST-2 (High Grade) for short term rating scale for 2002 & 2003, and upgraded the same to ST-1 (Highest Grade) for 2004, 2005 & 2006.

3.11 Corporate Information of IBBL
	· Date of Incorporation

        13th March 1983

· Inauguration of 1st Branch
      (Local office, Dhaka)

         30th March 1983

· Formal Inauguration
                       12th August 1983

· Share of Capital
      Local Shareholders

                       42.64%

      Foreign Shareholders

      57.36%

· Authorized Capital

      Tk.100,000.00 million(31.12.2008)

· Paid-up Capital

      Tk.4752 million (31.12.2008)

· Deposits

      Tk.173,210.70 million 

· Investments (including investment in Shares)

      Tk.183,813.25 million 

· Foreign Exchange Business
      Tk.111,059.00 million 
· Number of Branches

      196 + 10 (31.12.2008)
· Number of Shareholders
      33686 (31.12.2008) 

· Manpower

      9399 (31.12.2008)




3.12 Management of IBBL
A 24 member Board of Directors manages Islami bank Bangladesh Limited, 8 are foreigners and 16 are local. The Board of director for efficient operation of the bank forms a 9 member Executive Committee. Besides, a management Committee looks after the affairs of the bank. The chronology of the management of the IBBL can be given as under:
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3.13 Shariah Council of IBBL
Profile of Council Members:

The Shariah Council of Islamic Bank generally consists of experts from the following four areas:

1. Fuqaha: Persons representing this group must be well versed in the Quran, Sunnah and fully conversant with the opinion of all schools of Islami thought and Islami law and jurisprudence. They must view Islam as a total way of life and a living religion.

2. Banker: There must be a member who is fully conversant with banking law and practices and has practical experiences in Banking business including foreign trade.

3. Economist: A member from this group need not necessarily be an Islami economist to start with. But if he is an Islami Economist it is an added advantage. What is important is that he must be really proficient in modern economies with an in depth study of the community, which a bank is going to solve. He must have up to date knowledge in the development of the contemporary world.

4. Lawyer: A member representing this group should be a successful practitioner lawyer. He must be proficient in commercial law including company law. In consultation with the Fuqaha and Economist members of the council, he should be able to draft such innovating contracts, which will have the sanction of Islami principles and a banking law of the land.

3.14 IBBL Department


 

Project Part

Chapter 4: Investment Operation of IBBL
4.1 Introduction
One of the significant and revolutionary development in the banking area of the world during last four decades is the emergence and extra ordinary development of Islamic Banking in different countries of the world which has drown the attention of the scholars and general public of the Muslim and non-Muslim countries including the world bodies like International Monetary Fund, World Bank etc.The special feature of the investment policy of Islamic Banks is to invest on the basis of profit-loss sharing system in accordance with the tenets and principles of Islamic Shariah. Earning of the profit is not the only motives and objectives of the Islamic Bank’s investment policy rather emphasis is given in attaining social good and in creating employment opportunities.

4.2 Objectives and principles
· The objectives and principles of investment operations of the Islamic Banks are:

· The investment fund strictly in accordance with the principles of Islamic Shariah.

· To diversify its investment portfolio by size of investment, by sectors (public & private), by economic purpose, by securities and by geographical area including industrial, commercial and agricultural.

· To ensure mutual benefit both for the Bank and the investment client by professional appraisal of investment proposals, judicious sanction of investment close and constant supervision and monitoring thereof.

· To make investment keeping the socio economic requirement of the country in view.

· To increase the number of potential investors by making participatory and productive investment.

· To finance various development schemes for poverty alleviation, income and employment generation with a view to accelerate sustainable socio-economic growth and upliftment of the society.

· To invest in the form of goods and commodities rather than give out cash money to the investment clients.

· To encourage social upliftment enterprises.

· To shun even highly profitable investment in fields forbidden under Islamic Shariah and are harmful for the society.

· All the Islamic Banks usually extend investments under the principles of Bai-Murabaha, Bai-Muazzal, Hire Purchase under Sheraton Meelk and Mudaraba. Sincere efforts must be made for investment under Musharaka principles.
Allah has permitted Bai (Buying and selling i.e. trading) & prohibited Riba. Islamic Banks in all its transactions follow the verdict of Al-Quran and Shunnah and prohibit Riba in all its operations. The Banks conduct investment portfolio under Three Modes:

· Bai Mechanism,

· Share Mechanism

·  Ijara.

4.3 Investment mode
                                      Investment Modes of IBBL
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4.3.1 Bai- Modes
Under Bai-Modes of Islami Bank Bangladesh Ltd practiced different kinds of investment modes. These are given below

A. Bai-Murabaha (Contract Sale on Profit) 

 

Meaning & Definition:

“Bai-Murabaha" means sale on agreed upon profit. Bai-Murabaha may be defined as a contract between a Buyer and a Seller under which the Seller sells certain specific goods permissible under Islamic Shariah and the Law of the land to the Buyer at a cost plus agreed profit payable in cash or on any fixed future date in lump sum or by installments. The profit marked-up may be fixed in lump sum or in percentage of the cost price of the goods.

Types of Murabaha
In respect of dealing parties Bai-Murabaha may be of two types.

a. Ordinary Bai-Murabaha
If there are only two parties, the seller and the buyer, where the seller as an ordinary trader purchases the goods from the market without depending on any order and promise to buy the same from him and sells those to a buyer for cost plus profit, then the sale is called Ordinary Bai-Murabaha.  

b. Bai-Murabaha on Order and Promise
If there are three parties, the buyer, the seller and the Bank as an intermediary trader between the buyer and the seller, where the Bank upon receipt of order from the buyer with specification and a prior outstanding promise to buy the goods from the Bank, purchases the ordered goods and sells those to the ordering buyer at a cost plus agreed profit, the sale is called "Bai-Murabaha on Order or Promise", generally known as Murabaha.

Thus it is a sale of goods on profit by which ownership of the goods is transferred by the Bank to the Client but the payment of the sale price (cost plus profit) by the Client is deferred for a fixed period.  

If the Bank does not purchase the goods or does not make any purchase agreement with seller, but only makes payment of any goods directly purchased and received by the Client from the seller under Bai-Muajjal/Bai-Murabaha Agreement, that will be a remittance of the amount on behalf of the Client, which shall be nothing but a loan to him and any profit on this amount shall be nothing but Interest (Riba). 

Important Features

· The client shall offer an order to purchase by the Bank particular goods and commit to buy the same from the Bank.

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

· It is permissible to document the debt resulting from  Bai-Murabaha.

· Stock and availability of goods is a basic condition for signing a Bai-Murabaha agreement.

· The bank must bear the risk of goods after purchase until delivery to the client.

· The bank must deliver the specified goods to the client on specified date and at specified place.

· The purchase price of goods sold and profit mark-up shall separately and clearly be mentioned in the agreement.

· The price once fixed and deferred can not be further increased.

Steps of Bai-Murabaha 

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

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

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

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

Fifth Step: The Bank authorizes the client or its nominee to receive the commodity. The seller   sends the commodity to the place of delivery agreed upon. The client undertakes the receipt of the commodity in its capacity as legal representative and notifies the bank of the execution of the proxy. 

Rules of Bai-Murabaha

· It is permissible for the client to offer to purchase a particular commodity, deciding its specifications and committing itself to buy it on Murabaha for the cost plus the agreed upon profit.

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

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

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

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

· Once the bank takes ownership of the goods, it is responsible for any damages or defects. Thus, if the goods are damaged, the bank is liable and must repair the damage prior to delivering the goods to the purchaser. 

· It is a condition that the Bai-Murabaha contract be drawn at the last phase. That is after the promise to purchase and the purchase of the commodity in the name of the bank and receipt of the commodity directly by the bank or through an agent. 

· The legal rules of Bai-Murabaha must be observed in drawing the contract of the Murabaha sale connected with a promise to purchase.  Particularly concerning the issue of the transparency of the cost of the first purchase and the amount of profit because discrepancies lead to disputes, which may invalidate the contract. 

· It is permissible to document the debt resulting from Bai-Murabaha by a guarantor or a mortgage, like any other sale on credit. Further, it is permissible that the mortgage accompanies the contract, because it is possible to take a mortgage on actual debt as well as promised debt before it is realized.  However, the mortgage shall only be in effect if the debt is actually incurred. 

Application of Bai-Murabaha 

Murabaha is the most frequently used form of finance in IBBL throughout the world. It is suitable for financing the different investment activities of customers with regard to the manufacturing of finished goods, procurement of raw materials, machinery, and other required plant and equipment purchases.  It is used widely about 53%.

A. BAI-MUAJJAL (Deferred Sale)

 

Meaning & Definition

“Bai-Muajjal” means sale for which payment is made at a future fixed date or within a fixed period. In short, it is a sale on Credit. The Bai-Muajjal may be defined as a contract between a buyer and a seller under which the seller sells certain specific goods, permissible under Shariah and law of the country, to the buyer at an agreed fixed price payable at a certain fixed future date in lump sum or in fixed installments. 

 

Important Features of Bai-Muajjal

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

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

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

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

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

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

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

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

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

Some Observations

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

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

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

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

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

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

· Whether the sale price of the goods is payable by the client at the specified future date in lump sum or in Installments as per the agreement.

A. BAI-SALAM (Advance payment)

 

Meaning & Definition

“Bai-Salam” means advance sale and purchase. Bai-Salam may be defined as a contract between a buyer and seller under which the seller sells in advance in the certain commodity (ies)/ products (s) permissible under Islamic Shariah and the law of the land to the buyer at a agreed price payable on execution of the said contract and the commodity (ies)/ product(s) to the buyer at a future time in exchange of an advanced price fully paid on the spot.

Here the buyer makes an advance payment, but the delivery is delayed until sometime in the future. Usually the seller is an individual or business and the buyer is the bank. 

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

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

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

Important Feature:

There are some important features of Bai-Salam as given below:

· Bai-Salam is a mode of investment allowed by Islamic Shariah in which commodity(ies)/product(s) can be sold without having the said commodity/product either in existence or physical/constructive possession of the seller. If the commodities are ready for sale abai-Salam is not allowed in Shariah. Then the sale may be done either in Bai-Murabaha,or Bai-Muajjal mode of investment.

· Generally industrial and agricultural products are purchased/sold in advance under Bai-Salam mode of investment to influence finance so that product is not hindered due to shortage of fund/cash.

· It is permissible to obtain collateral security from the seller client to secure the investment from any hazards of non-supply/partial supply of commodity, supply of low quality commodity/product etc.

· It is also permissible to obtain mortgage and personal guarantee from a third party as security before the signing of the agreement or at the time of signing the agreement.

· Bai-Salam on a particular commodity/product or on a product of a particular field or farm cannot be affected.

· The seller (manufacturer) client may be made agent of the bank to sell the goods delivered to the bank by him provided a separate agency agreement is executed between the bank and the client(agent).  

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

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

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

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

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

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

Rules of Bai-Salam

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

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

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

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

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

· Salam sales are impermissible on existing commodities because damage and deterioration cannot be assured before delivery on the due date.  

Application of Bai-Salam

Salam sales are frequently used to finance the agricultural industry. Banks advance cash to farmers today for delivery of the crop during the harvest season. Thus banks provide farmers with the capital necessary to finance the cost of producing a crop. Salam sale are also used to finance commercial and industrial activities. Once again the bank advances cash to businesses necessary to finance the cost of production, operations and expenses in exchange for future delivery of the end product. In the meantime, the bank is able to market the product to other customers at lucrative prices.  In addition, the Salam sale is used by banks to finance craftsmen and small producers, by supplying them with the capital necessary to finance the inputs to production in exchange for the future delivery of products at some future date.

A. BAI-ISTISN’A(Purchase or Sale)

 

Meaning & Definition 

Istisna'a means to purchase specific product(s) by placing order to a manufacturer or to sale specific product(s) after having the same manufactured against order of a buyer. The Istisna'a sale is a contract in which the price is paid in advance at the time of the contract and the object of sale is manufactured and delivered later. It is a contract with a manufacturer to make something and it is a contract on a commodity on liability with the provision of work.  IBBL can utilize Istisna'a in two ways.

I. It is permissible for the bank to buy a commodity on Istisna'a contract then sell it after receipt for cash or deferred payment.

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

Important Features:

· Istisna’a is an exceptional mode of investment allowed by Islamic Shariah in which products can be sold without having the same in existence. If the product are ready for sale. Istisna’a is not allowed in Shariah. Then the sale may be done either in Bai-Murabaha or Bai-Muajjal mode of investment, in this mode deliveries of goods are deferred and payment of price may also be preferred.

· It facilitates the manufacturer sometimes to get the price of the goods in advance, which he may use as capital for producing the goods.

· It gives the buyer opportunity to pay the price in some future dates or by installments.

· It is building contract and no party is allowed to cancel the Istisna’a contract after the price is paid and received in full or in part or the manufacturer starts the work.

· Istisna’a is specially practiced in manufacturing and industrial sectors. However it can be practiced in agricultural and constructions sectors also. 

Steps of Bai-Istisna'a 

Bai-Istisna'a Sale Contract:  The Buyer expresses his desire to buy a commodity and brings a request to purchase the commodity to the bank. The method of payment, whether cash or deferred is set forth in the agreement. The bank agrees to deliver the commodity to the buyer at some agreed upon time in the future.
Delivery and Receipt of the Commodity: The seller in the parallel Istisna’a agreement, delivers the commodity to the bank on the agreed upon date. The bank, in turn, delivers the product to the buyer of the original Istisna’a contract, in accordance with the original agreement. In this way, all parties fulfill their obligations to the contract. 

Application of Istisna'a Sale 

The Istisna'a contract allows IBBL to finance the public needs and the vital interests of the society to develop the Islamic economy in accordance with Islamic teachings. For example Istisna'a contracts are used to finance high technology industries such as the aviation, locomotive and ship building industries. In addition, this type of business transaction is also used in the production of large machinery and equipment manufactured in factories and workshops. Finally, the Istisna'a contract is also applied in the construction industry such as apartment buildings, hospitals, schools, and universities to whatever that makes the network for modern life. One final note, the Istisna’a contract is best used in those transactions in which the product being purchased can easily be measured in terms of the specified criteria of the contract. 

4.3.2 Share Modes
A. MUDARABA (Investment made by the entrepreneur)

 

Meaning & Definition 
The word “Mudaraba” means “travel” for undertaking business The term Mudaraba refers to a contract between two parties in which one party supplies capital to the other party for the purpose of engaging in a business activity with the understanding that any profits will be shared in a mutually agreed upon. Losses, on the other hand, are the sole responsibility of the provider of the capital. Mudaraba is also known a Qirad and Muqaradah 

Important feature:

· Bank supplies capital as Sahib-Al-Mall and the client invest if in the business with his experience.

· Administration and management is maintained by the client.

· Profit is divided as per agreement.

· Bank bears the actual loss alone.

· Client can not take another investment for that specific business without the permission of the bank.
Steps of Mudaraba

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

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

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

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

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

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

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

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

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

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

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

· It is permissible for the Mudarib to hire an assistant to perform difficult work that he is unable to perform on his own.  

Compensation
Mudaraba agreement may include a clause to the effect that if in any partner violates any rules Mudaraba or any terms & conditions of Mudaraba agreement, the business or other  partners will have the right to impose compensation on him as determined by the arbitration committee of the bank.

B. MUSHARAKA (Partnership based investment)

Musharaka
The word “Musharaka” is derived from the Arabic word “Sharikah” meaning partnership. Thus the word “Musharaka” means a partnership established between two or more partners for purpose of a commercial venture participated both in the capital and management. Thus, it involves different types of profit and loss sharing partnership. The partners (entrepreneurs, bankers, etc.) share both capital and management of a project so that profits will be distributed among them as per ratios, where loss is shared according to ratios of their equity participation.

In this case of investment, “Musharaka” meaning a partnership between the bank and the client for a particular business in which both the bank and the client provide capital at an agreed upon ratio and manage the business jointly. Share the rent as per agreed upon ratio and bear the loss, if any, in proportion to their respective equity.

Bank may move itself with the selected client for conducting any Shariah permissible business under Musharaka mode.

Important feature:

· Bank and client both supply capital unequally/equally.

· Profit is divided as per agreement and actual loss is divided as per equity.

· Client will maintain all accounts properly bank or its agent may verify or audit it.

· Banks can advice the client in such a business in respect of the business.

4.3.3 Ijra Modes

Hire purchase Under Sirkatul Melk 
Meaning and Definition

Hire Purchase under Shirkatul Melk is a Special type of contract which has been developed through practice. Actually, it is a synthesis of three contracts: 

· Shirkat 

· jara

· Sale 

These may be defined as follows:

Shirkatul Melk

Shirkat means partnership. Shirkatul Melk means share in ownership. When two or more persons supply equity, purchase an asset, own the same jointly, and share the benefit as per agreement and bear the loss in proportion to their respective equity, the contract is called Shirkatul Melk contract.

Ijarh
The term Ijarah has been derived from the Arabic words “Air” and “Ujrat” which means consideration, return, wages or rent. This is really the exchange value or consideration, return, wages, rent of service of an asset. Ijarah has been defined as a contract between two parties, the Hire and Hirer where the Hirer(lessee) enjoys or reaps a specific service or benefit against a specified consideration or rent from the asset owned by the Hire(lessor). It is a hire agreement under which a certain asset is hired out by the Hire to a Hirer against fixed rent or rentals for a specified period. 

Related Terminologies or Elements of Ijara
According to the majority of Fuqaha, there are three general and six detailed elements of Ijarah.
The wording:  This includes offer and acceptance.

Contracting parties: This includes a Hire, the owner of the property, and a Hirer, the party that benefits from the use of the property.

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

The Hire (Muajjir): The individual or organization hires/rents out the property of service is called the Hire (muajjir).

The Hirer (Mustajir): The individual or organization hires/takes the hire of the property or service against the consideration rent / wages / remuneration is called the Hirer (mustajir).

The benefit / asset (Maajur): The benefit which is hired / rented out is called the benefit (maajur).

The Rent (Aj’r or Ujrat):   The consideration either in monetary terms or in kinds fixing quantity of goods / money to be paid against  the benefit of the asset or service of the asset is called the rent or ujrat or aj’r.

Rules for Ijarah

 

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

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

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

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

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

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

· It is a condition that the rental falls due from the date of handing over the asset to lessee and not from the date of contract or use of the assets.

Sale

This is a sale contract between a buyer and a seller under which the ownership of certain goods or asset is transferred by seller to the buyer against agreed upon price paid / to be paid by the buyer.

Thus Hire Purchase under Shirkatul Melk mode both the Bank and the Client supply equity in equal or unequal proportion for purchase of an asset like land, building, machinery, transports etc. Purchase the asset with that equity money, own the same jointly, share the benefit as per agreement and bear the loss in proportion to their respective equity. The share, part or portion of the asset owned by the Bank is hired out to the Client partner for a fixed rent per unit of time for a fixed period. Lastly the Bank sells and transfers the ownership of it’s share / part / portion to the Client against payment of price fixed for that part either gradually part by part or in lump sum within the hire period or after the expiry of the hire agreement.

Stages of Hire Purchase under Shirkatul Melk

Hire Purchase under Shirkatul Melk Agreement has got three stages:

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

· Hire, and

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

Important Features

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

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

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

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

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

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

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

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

· Effectiveness of the sale contract depends on the actual sale and transfer of ownership of the asset by the lessor to the lessee.

4.4 Welfare Oriented Investment (Special Schemes)             

4.4.1 Household Durable Investment Scheme


In a developing country like Bangladesh people of middle and lower class especially service holders with limited income find it difficult to purchase articles like refrigerator, television, cot, almirah, wardrobe, sofa-set, pressure cooker, sewing machine etc. which are part of modern and decent living. They cannot enhance the standard and quality of life to the desired level due to constrain of their limited income. Islami Bank Bangladesh Limited has, therefore, introduced Household Durables Investment Scheme that has already created great enthusiasm among the people and received tremendous response from them.

4.4.2 Housing Investment Scheme
One of the basic human needs is to have a house to live in. A house is an abode of peace and happiness. Housing has now become an acute problem in the country, especially in the towns, cities and metropolis. With their limited income, it has become almost impossible on the part of the lower middle class, middle class and sometimes, even for upper middle class to solve their housing problem. To meet this basic human need, Islami Bank Bangladesh Limited is committed to contribute to this end to provide a peaceful and happy living. The Bank has introduced “Housing Investment Scheme” with the objective to ease and minimize the housing problem and assist service holders and professionals with limited income in materializing their dream of becoming owner of housing.

4.4.3 Real Estate investment Program
Professionals, Service-holders, Businessmen, Real Estate developer and other categories of people who are not entitled for availing investment facilities under Housing Investment Scheme, shall be eligible under this program. Investment is to be extended to build new houses and for extension / completion of the house already constructed, commercial building, shopping complex, flat/apartment etc

4.4.4 Transport investment Program
The role modern communication is most vital for the socio-economic growth and uplift of a developing country like Bangladesh. A sound and efficient communication network is the pre-requisite for sustained development through the expansion of trade, commerce and industry. In this backdrop the demand for road and water transport has increased manifold throughout the country. Moreover, the use of modern transports has increased keeping pace with the rise of standard of living of professionals. Considering all these facts, Islami Bank Bangladesh Limited has introduced ‘Transport Investment Scheme’ Under this scheme investment on easy terms is being extended to the existing successful businessmen in road and water transports and potential entrepreneurs  in this sector for different types of road and water transport. Besides, Multinational companies, established business house and well to do officials and professionals can become owner of various kinds of transports through Hire Purchase under scheme.

4.4.5 Car Investment Scheme
Islami Bank, being and welfare oriented banking institution, has now deigned and implemented a good number of investment schemes keeping in view the needs of different sectors and various sections of the people for their socio-economic development and to improve their quality of life. The investment schemes including the “Transport Investment scheme” and the “Household Durables Investment scheme” so far introduced have gained popularity and received wide response from the people.

Car is considered as on essential mode of transport in the modern society, particularly by a section of the officials, business houses and business executives and established professionals for movement in discharging their duties and responsibilities punctually and efficiently. Many of these categories of people cannot purchase a car on payment of entire purchase value at a time out of their own sources. To meet this need Islami Bank has introduced the ‘Car Investment Scheme’ for the mid and high ranking officials of government and semi-government organizations, corporations, executive and directors of big business houses and companies and also for persons of different professional group on easy payment terms and conditions.

4.4.6 Investment Scheme for doctors
One of the fundamental rights of every man is to receive necessary Medicare facilities. Majority of our people are denied and deprived of this right and a large number of our children are ill fed and suffer from malnutrition and ill health. Subsequently they become victims of various diseases due to lack of education and knowledge about health care and preventive measures. Medicare facilities as a whole are very limited in the country. Although medical facilities are available to some extent in the clients and towns, majority of the people of the rural area die without Medicare and treatment after prolong sufferings from disease.

A good number or newly graduated doctors from Medical Colleges are unemployed. Many of the medical graduates are waiting for job because the opportunity for Government service is limited. If these young doctors could be self-employed by extending investment facilities, they could make modern medical facilities available at the doorsteps of rural people.

Besides, experienced and specialist physicians who are providing Medicare facilities to the people in different towns with their limited and outdated Medical equipment will be able to improve the standard of their techniques of treatment and also make the modern treatment facilities available to more people, if investment facilities are extend to them for procurement of modern and improved medical equipment. The constitution of Bangladesh has made it obligatory to ensure good health for all and the government is also committed to ensure good health for all.

In view of the above facts, Islami Bank Bangladesh Limited has taken the initiative an introduced the “Doctors Investment Scheme” to ensure modern treatment and medical facilities available to the people through extension of Bank’s investment facilities for self-employment of newly graduated doctors and the same time extending investment facilities to the established medical practitioners to procure modern and sophisticated medical equipment.

4.4.7 Small Business Investment Scheme
 Bangladesh, a third-world developing country, is rich in natural and human resources. In spite of vast possibilities, the majority people of the country live in hardship-below poverty line, as these resources are not being property trapped, explored and exploited. Physical labor is their only means of earning. A large segment of this population is active youth force. Many of them are efficient, intelligent and energetic with initiative & drive and have courage to take risk. But they cannot uplift their socio-economic condition due to poverty, lack of financial support and other required facilities. Lack of capital compelled many small traders to leave their profession. As a result the unemployment problem has been increasing day by day, and the unemployment youths, finding no avenues of employment, are getting themselves involved in ant-social activities creating threat to the social life.

4.4.8 Agriculture Implements Investment Scheme
Bangladesh is predominately an agricultural country with vast majority of people living in rural areas. Most of our people, for their living, are dependent on agriculture. Agriculture still contributes the lion share of the gross domestic product. But we could not as yet become self-sufficient in food production. We still import a bulk quantity of food grains from abroad to meet the deficit. This reliance on import has made us dependent on others. We must modernize our agriculture and establish more and more industries in order to minimize imports.

We can bring about revolutionary changes in the agriculture sector by adopting modern agriculture technology replacing the age-old traditional way of cultivation and increasing the use of fertilizer. This can be done by collective efforts of both public and private sectors.

Islami Bank Bangladesh Limited is a welfare oriented Bank. It can ply positive and important role in the economic development, progress and uplift of the country by investing in the agriculture sector. The Bank has, therefore, introduced “ Agriculture Implements Investment Scheme” to provide power tillers, power pumps shallow tube wells, thrasher machine etc. on easy terms to the unemployed youths for self-employment and to the farms to help augment production in agricultural sector.

4.4.9 Micro Industries Investment Scheme
Bangladesh as a developing country has been trying for its overall economic growth. One of the major problems confronting its growth is lack of development of enterprises and potential entrepreneurs who can create more job opportunities by establishing new enterprises in the industrial sector. There are a number of educated unemployed youths and also skilled & semi skilled unemployed persons in the country. Besides, every year quite a good number of youths are coming out of the general/technical educational institutions to add to this already crisis ridden employment market. Development programs and efforts will bring no meaningful result unless and until income-generating employment opportunities can be created for the growing number of unemployed people including the educated unemployed youths. Establishment and   expansion of micro industries can play a vital role in creating more employment opportunities as well as in the overall socio-economic development of the country.

Islami Bank Bangladesh Ltd. has been appreciably participating in this direction by financing industrial sector. With a view to creating wider base for industries, the Bank has decided to launch “Micro Industries Investment Scheme” through its Branches. This scheme has been devised to cater to the investment needs of those persons who intend to set-up new micro industrial ventures or to restructure their old units by way of BMRE involving a total cost of TK. 5.00 lac.

This is intended mainly to create new jobs for the educated, skilled & semi skilled unemployed and also to encourage those who remain outside the purview of investment due to shortage of funds and insufficient collaterals. The scheme has been prepared with easy terms and conditions to encourage the small entrepreneurs, educated unemployed youths and skilled/semi skilled persons to come forward for establishment of micro industries commensurate with the local demand.

4.4.10 Rural development Scheme
Bangladesh with its 60% people living below poverty line and 30% living in absolute poverty is suffering from acute rural-urban economic disparity coupled with illiteracy, lack of proper health and sanitation facilities. The country’s economy is basically an agrarian one with vast majority living in rural areas. The agricultural sector is unable to provide any further scope of employment resulting in influx of rural population towards urban areas. Rural areas are characterized by stagnant and scanty industries. Underemployment and unemployment is the regular feature particularly in rural areas. The vast human resources have remained unutilized due to lack of education and training and also concerted efforts directed towards the rural economy. This results in uneven distribution of income which causes serious set back in balanced geographical growth as well as growth of GDP. Islami Bank Bangladesh Limited has been founded with the major objective of establishing Islamic economy for balanced economic growth by ensuring reduction of rural-urban disparity and equitable distribution of income.

In view of the above, Branches of the Bank have been encouraged to invest their deposits in their respective areas and in particular for the economic development of the rural people.

Accordingly, a Scheme in the name and style of ‘Rural Development Scheme’ has been introduced to cater tot eh investment needs of the agricultural and rural sector to create opportunity for generation of employment and raising income of the rural people with a view to alleviate poverty.

Chapter 5: Investment Process & Procedure of IBBL
Generally a bank takes certain steps to deliver its proposed investment to the client. But the process takes deep analysis. Because banks invest depositors fund, not banks’ own fund. If the bank fails to meet depositors demand, then it must collapse. So, each bank should take strong concentration on investment proposal. However, Islami Bank Bangladesh Limited (IBBL) makes its investment decision through successfully passing the following crucial steps:


5.1 Selection of the client

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

· Character;

· Capacity;

· Capital;

· Collateral; and

· Condition.

5.2 Application stage

At this stage, the bank will collect necessary information about the prospective client. For this reason, bank informs the prospective client to provide and/or fill duly respective information which is crucial for the initiation of investment proposal. Generally, here, all the required documents for taking investment have to prepare by the client himself. Documents that are necessary for getting investment of IBBL is prescribed below:

· Trade License photocopy (for proprietorship);

· Abridged pro forma income statement;

· Attested copy of partnership deed (for partnership business);

· Prior three (03) years’ audited balance sheet (for joint stock company);

· Prior three (03) years’ business transactions statement for the musharaka/mudaraba investment;

· Abridged pro forma income statement for the musharaka/mudaraba investment;

· Attested copy of the Memorandum of Association (MOA) & Articles of Association (AOA) for the joint stock company;

· Attested copy of the Tax Identification Number (TIN)- including final assessment;

· Tenders of the proposed assets (in case of HPSM);

· Detailed summary of the sundry debtors and creditors (including both time & schedule);
· Summary of the personal movable & immovable assets; and others.
5.3 Appraisal stage

At this stage, the bank evaluates the client and his/her business. It is the most important stage. On the basis of this stage, IBBL usually goes for sanctioning the proposed investment limit/proposal. If anything goes wrong here, the bank suddenly stops to make payment of investment. 

In order to appraise the client, Islami Bank Bangladesh Limited (IBBL) provides a standard F-167B Form (Appraisal Report) to the client for gathering all the information. The original copy of the appraisal report is enclosed in the appendix chapter. However, the following contents are presented from that appraisal report:

· Company’s/Client’s Information.

· Owner’s Information.

· List of Partners/Directors.

· Purpose of Investment/Facilities.

· Details of Proposed Facilities/Investment.

· Break up of Present Outstanding.

· Other Liabilities of the Client/Group.

· Previous Banker’s Information.

· Details of Sister/Allied Concerns.

· Allied Deposit as on.

· Business/Industry Analysis.

· Relationship Analysis.

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

· Working Capital Assessment.

· Risk Grade.

· Particulars of the godown for storing MPI/Murabaha goods.

· Insurance Coverage.

· Audit Observation.

· Security Analysis.

5.4 Sanctioning stage

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

1. Investment Limit in million.
2. Mode & amount of investment.
3. Purpose of investment.
4. Period of investment.
5. Rate of return.
6. Securities:

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

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

	Bank
	Client
	Total cost of goods

	Tk.75000 (75%)
	Tk. 25000 (25%)
	Tk. 100000 (100%)


5.5 Documentation stage

At this stage, usually the bank analyses whether required documents are in order. In the documentation stage, Islami Bank Bangladesh Limited (IBBL) checks the following documents of the client:

· Tax Payment Certificate.

· Stock Report.

· Trade License (renewal).

· VAT certificate

· Liability statement from different parties.

· Receivable from different clients.

· Other assets statement.

· Aungykar Nama.

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

· Performance report with the bank.

· Account Statement Form of the bank.

· Valuation Certificate

· Particulars of the Proposal.

· Particulars of the Mortgagor.

· Particulars of the Properties.

· Outstanding liability position of the bank.

· CIB (Credit Information Bureau) Report.

5.6 Disbursement stage

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

5.7 Monitoring & Recovery stage

At this final stage of investment processing of the Islami Bank Bangladesh Limited (IBBL), bank will contact with the client continually, for example- bank can obtain monthly stock report from the client in case of micro investment. Here, the bank will keep his eye on over the investment taker. If needed, bank will physically verify the client’s operations. Also if bank feels that anything is going wrong then it tries to recover its investment fund from the client.

Chapter 6: Investment Performance of IBBL

Investment performance of IBBL is much better compared to other private commercial banks. Investment performance of IBBL has analyzed from various angle which are followed:

6.1 Trend of Investment

Investment of the bank increased to Tk. 144921 million as on 31st December 2007 from Tk. 113575 million as 31st December 2006, showing an increase of Tk. 31346 million, i.e., 27.60% growth as against 17.24% growth of investment of the Banking sector. This increased investment growth of the bank in 2007 is due to the thrust given to promote investment for effective utilization of depositors’ fund. The share of investment of IBBL in banking sector as on 31st December 2007 increased to 8.27% from 7.67% as on 31st December 2006.
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Outstanding amount of investment as at the year end under different schemes are as under:

       (Amount in Million Taka)

	SL. No.
	Name of Scheme
	2005
	2006
	2007

	1
	Rural Development Scheme  
	1106.47
	2242.22
	2884.66

	2
	Household Durables Scheme
	782.09
	699.95
	742.80

	3
	Investment Scheme for Doctors
	64.42
	33.38
	23.64

	4
	Transport Investment Scheme
	2947.38
	2698.88
	2624.24

	5
	Car Investment Scheme
	27.75
	23.54
	31.46

	6
	Small Business Investment Scheme
	629.81
	768.45
	876.34

	7
	Micro-Industries Investment Scheme
	10.21
	6.24
	35.79

	8
	Agricultural Implements Investment Scheme
	12.53
	11.94
	13.61

	9
	Housing Investment Scheme
	609.78
	506.75
	485.29

	10
	Real Estate Investment Program
	5859.75
	6582.85
	6903.09
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6.2 IBBL Market Share

	Year


	Deposit


	Investment



	
	Amount(TK.) in Million


	Market Share

  ( %)


	Amount(TK.) in Million


	Market Share

(%)



	2007


	166,325.29


	7.46


	144,920.61


	8.46



	2006
	132,419.40
	7.24
	113,575.07
	7.28


IBBL has the largest market share in terms of deposit and investment among the private sector commercial banks. The deposit of the banking sector stood at TK. 2,230.06 billion at the end of YE 2007 shared by 48 banks. The total deposit of IBBL in YE 2007 was TK. 166.33 billion which constitutes 7.46% (previous year it was 7.24%) of total deposits of banking sector. 
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Figure: Deposit & Investment 
The growth rate of deposit of IBBL was 25.61% whereas industry growth rate was 22.18%. In YE 2007 IBBL’s total investment was TK. 144.92 billion which was 8.46% (previously it was 7.28%) of industry investment of TK. 1,713.51 billion. The investment growth rate of IBBL was 27.62% whereas industry growth was only 10.05%.

6.3 Investment Income of IBBL

	Year


	Investment Income
	Fee Income

	
	Amount(TK.) in Million
	( %)


	Amount(TK.)

in Million


	(%)



	2007


	5,161.60


	62.27
	2,579.01
	31.11

	2006
	3,138.72
	52.15
	2,456.73
	40.82
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Figure: Investment & Fee Income 
The income composition of the bank is well diversified. Its investment income grabs the largest portion in the total income pie followed by fee income and other investment income. Investment income stood at Tk. 5,161.60 million in YE 2007 and Tk. 3,138.72 million in YE 2006 representing 62.27% and 52.15% of total income respectively. Its fee income was Tk. 2,579.01million in YE 2007 and Tk. 2,456.73 in YE 2006. It was 31.11% and 40.82% of total income of the respective years. Other investment income contributes 3.43% and 2.28% in total income in YE 2007 and YE 2006 respectively.

6.4 Sector -Wise & Mode -Wise Investments

Sector-wise distribution of investment as on 31st December 2007 vis-à-vis the correspondent period of last year is given below:

	SL. No.
	Sector
	2007
	2006

	
	
	Amount(TK) in Million
	% of Total Investment
	Amount(TK) in Million
	% of Total Investment

	1
	Industrial
	62642.10
	54.37
	78788.17
	55.15

	2
	Commercial
	43877
	30.28
	28983.80
	25.52

	3
	Real Estate
	8588
	5.93
	8357.80
	7.36

	4
	Transport
	2656
	1.83
	2722.40
	2.40

	5
	Agriculture
	6485
	4.47
	5890.00
	5.19

	6
	Others
	4527
	3.12
	4978.97
	4.38

	
	Total
	144921
	100%
	113505.07
	100%
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Figure: Sector - wise investment 
6.5 Trend of Investment in Industry

Investment policy of IBBL has given the most priority in industrialization of the country. Gradually with commercial investment the amount of investment in industry is increasing. 
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6.6 Sectoral Concentration

IBBL’s well diversified investment portfolio covers various sectors of economic importance considering the profitability and economic development of the country. 

As project investment and working capital the total investment of IBBL stood at TK. 78788.17 million in YE 2007 and TK. 62642.10 in YE 2006. The growth rate was 25.77%.

During the year 2007investment portfolio consisted of 54.37% industrial investment and the rest 45.63% includes trade finance, consumer finance, SME, House finance and others. In industrial investment portfolio, the textile sector holds the highest share of 44.95% followed by 11.04% of garments sector, 10.86% of agro based sector, 10.10% of steel & engineering sector, 6.38% of food &beverage sector, 1.98% of cement industry, 1.94% of pharmaceuticals industry and the rest12.74% hold different sectors including chemicals, power, ceramics, plastics, IT, healthcare and others.

Composition of Industry-wise Investment as on 31st December 2007
	SL. No
	Sector
	Project

No
	Amount(TK.)

In Million
	% To total Investment

	1
	Textile
	150
	35414.97
	44.95

	2
	Garments
	260
	8093.00
	11.04

	3
	Agro based
	250
	8694.30
	10.27

	4
	Steel & Engineering
	47
	7956.55
	10.10

	5
	Food & Beverage
	22
	5026.67
	6.38

	6
	Cement
	7
	1561.68
	1.98

	7
	Pharmaceuticals
	12
	1530.74
	1.94

	8


	Others: Chemicals,Cosmetics

& Petroleum Ceramic & Brick, Plastics, IT, Healthcare Power, Hotel & Restaurant, ETC.
	247
	10510.26


	13.34



	
	Total
	1010
	78788.17
	100.00
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Figure: Industry wise investment
Composition of Mode-wise Investmentas on 31st December 2007

        (Amount Taka)

	Mode
	2006
	2007

	
	Amount(TK.) in Million
	% to Total Investment
	Amount(TK.)

In Million
	% to Total Investment

	Bai-Murabaha
	59465
	52.36
	73833
	50.95

	Hire Purchase under Shirkatul Melk
	39399
	34.69
	50201
	34.64

	Bai-Muajjal
	6921
	6.09
	6546
	4.52

	Purchase & Negotiation
	4847
	4.27
	11040
	7.62

	Quard
	1947
	1.74
	1955
	1.35

	Others:
Bai-Salam, Mudaraba,

Musharaka
	968
	0.85
	1328
	0.92

	Total
	113575
	100.00%
	144921
	100.00%
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Figure: Mode - wise investment
                                Chapter-7: Findings and Analysis
                   7.1 Findings 
· On the basis of partnership business of profit and loss Islami Bank Bangladesh Limited was established in Bangladesh to operate banking activities to avoid interest.

· Aims to introduce a welfare oriented banking system and also establish equity and justice in the field of all economics operations.

· IBBL has achieved stable growth and continuous progress to be one of the leading private sectors Bank of the country.  

· Investment is made though different modes as per Islami shariah.

· Invest-income of the bank is shared with the Mudaraba depositors according to an agreed upon ratio, ensuring a reasonable fair rate of return on their deposits.
· Extend socio economics and financial services to individuals of all economics backgrounds with strong commitment in rural uplift.

· People still have wrong perception regarding Islami bank which is the major constraint for improving their investment performance.

· Marketing promotion is very weak to remove misconception about Islami bank.

· Lack of strong initiative to explore investment opportunities through research and markets.

· Inefficient management in making prompt and accurate decision.

· Time consuming investment process.

· Dishonesty and inefficiency discourage them to invest on the basis of ideal modes, i.e., Mudaraba and Musharaka.   

· Most of the employers and employees are not Business graduate/ Master.

· IBBL lacks efficient manpower.

7.2 SWOT Analysis

SWOT is an acronym that stands for strengths, weaknesses, opportunities, and threats.  It is a careful evaluation of an organization’s internal strengths and weaknesses as well as its environmental opportunities and threats 

	Strengths:

· Sound profitability growth and high asset quality. 

· Experienced Management. 

· Wide market share and Stable source of fund.

· Largest network among PCBs

· Close monitoring on investment clients attention on individual's performance

· Business Ethics of the Wing is similar to the ethics and values of mass people of our country.


	Weaknesses:

· Traditional network system and lack of full-scale automation.

· Lack of latest information system.

· Lack of required ideas on Modern Investment products.

· Poor Marketing of investment products

· Lack of required information specially on SME



	Opportunities:

· SME and Agro based industry investment

· Real time online banking

· Credit card in dual currency

· Increasing awareness of Islamic banking

· Basel-II compliance to tap advantages from RM System
	Threats:

· Increased competition in the market

· Market pressure for increasing the SLR

· Overall liquidity crisis in money market




Chapter 8: Conclusion & Recommendation
Conclusion

Islami banking system the collection of invested money is easier than the conventional banking because Islami bank concerns with the purpose of investment not with only the invested money. We also think that there is bright future waiting for Islami banking in Bangladesh and IBBL is in a position to go as a catalyst for this development in the banking sector in Bangladesh. Another thing We have to mention here that the IBBL is going through the path in which they need to go and as like today it will bring more new and welfare oriented activities in the banking sector in the years to come. The special features of the banking policy of Islami bank are to invest on the basis of profit loss sharing system in accordance with the tenets and principles of Islami Shariah. Earning of the profit is not the only motives and objectives of the Islamic bank banking policy rather emphasis is given in attaining social good and in creating employment opportunities.

By concerning Islami bank and its operations we come to the conclusion that the investment models of IBBL are more superior to the conventional bank. In conventional banking system loan is granted on the basis of interest, which is fixed. In Islami banking system investment is going on with profit loss sharing system. In this system no fluctuation comes between growth of economy as well as growth of IBBL. In Islami banking system, it is possible to create balance between money supply and the production of goods. On the other hand, conventional banking system creates inflationary problem. In conventional banking system, investment doesn’t ensure employment opportunity besides Islami banking system directly work with unemployment problem. At the time of increasing interest rate, investment decreases and at the same time unemployment also increases. In conventional banking system, interest rate always fluctuates and even creates unrest in economy. Besides Islami bank always helps economic growth. In Islami banking system the collection of invested money is easier than the conventional banking because Islami bank concerns with the purpose of investment not with only the invested money. 

Mention here that the IBBL is going through the path in which they need to go and as like today it will bring more new and welfare oriented activities in the banking sector in the years to come.

Recommendation
Though Islamic bank is comparatively superior to conventional interest based banks from various aspects like abolition of interest based loan market, no fixed cost of capital, stimulation for accelerating serving and capital formation, efficient allocation of investment, production and profit, easy recovery of investment capital, lower inflationary situation etc. Islami bank has to fight for several obstacles in case of harmonious operation. Here we have tried to locate some vivid hindrance and suggested accordingly.

a) Any kind of bank Shariah based or interest based has to operate under regulatory environment prepared and approved by the government. There are conflicts between Islami Shariah and general government rules and banking law. That’s why Islami bank doesn’t get the opportunity and help from the running law of government.

b) Insurance company pulls large amounts of money, which is mainly invested by bank. Islami bank doesn’t get benefit from insurance companies directly. Because insurance companies are not guided by Islami Shariah. So Islami bank is not interested to get insurance from that companies that’s why it is necessary to establish Islami insurance policy.

c) Islami banks can’t accept securities and bonds from Bangladesh bank because this securities and bonds are not well instructed by Islami Shariah. Besides the conventional banks get these benefits from Bangladesh bank that helps them to increase their wealth.

d) Islami bank lacks efficient manpower. In our country Islami banks spreading very rapidly but still skilled manpower is not sufficient. Islami banking and Islami economy must be included in the syllabus of schools and universities so that Islami educated people can have opportunity to get employed in Islami bank and the service of Islami bank can be better with the help of these skilled personnel.
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		2003		59007		2.4		2

		2004		75859		4.4		2

		2005		93644		1.8		3

		2006		113575		2.8		5
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