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Executive Summary
This internship report is based on the successful 3 month internship program successfully completed by the Dutch-Bangla Bank Limited (DBBL) under the General Banking, Foreign Exchange Division from 12 November, 2018 to 05 February, 2015. One of the requirements is the BBA program of United International University.

My faculty advisor helped me to choose the topic “Implementation of Basel III Accords in Dutch-Bangla Bank Limited: Risk Based Capital Adequacy Ratios Requirement of Bangladesh Bank”. It was complex for me, but very internationally important for the bank. It was the most attracted as the value of acquiring knowledge.

The Bangladesh Bank (BB) is the managing body of all commercial banks in this country. To be consistent with international standards for controlling the banking industry (Basel Accord), BB and Basel III are related to the risk-based capital equity guidelines. All banks will have to follow these guidelines from 1st January 2015 and the statements will be implemented. The guidelines are formed in aspects: Minimum Common Equity Tier 1, Capital Conservation Buffer, Minimum Tier 1 Capital Ratio, Total Risk-weighted Asset, Leverage Ratio, Liquidity Coverage Ratio, and Net Stable Funding Ratio. In order to improve the efficiency of banking sector to absorb the shocks arising from financial and economic pressure, grow standards and capital levels by being able to absorb both the losses on the basis of concerns of an ongoing concern and anxiety, Risk coverage increase in capital structure.

Since 2014 Bangladesh Bank, the original Basel III regime forces itself to fund the 4.5% of the risk-weighted assets of the general bank. Since 2015, the lowest common equity level 1 (CE1) ratio of 4.5% must always be maintained by the bank. Basel III to compulsory "Capital Conservation buffer" equivalent to 2.5% of risk-weighted assets. Considering 4.5% CET 1 capital ratio, banks should keep the capital ratio of 2017 to 7% CET1. Minor CRAR, besides capital, Reserve buffer (CCB) @ 2.50% should be maintained as CET1 Basel III has a "counter-cyclical buffer" that allows 2.5% of the additional capital to increase the high credit growth of national regulators. This buffer level is between 0% and 2.5% of RWA and it must be filled with CET1 capital. Basel III will leverage ratio increase 3%, Liquidity Coverage Ratio bank core asset 30 days convert can be that positing want to 100% and Net Stable Funding Ratio liquidity requirement from the minimum amount of funds of the bank's funds related to the liquidity profiles of the asset as well as the balance sheet commitment want to 100%.

Capital planning is considered as an important part of the bank's risks. One pressure test is one of the measurements of technique of possible damage assessment or strategy. It's just a kind of evolution. Some of the financial situations of the bank are given adverse "shock" and are likely to be practiced in the worst case scenario. Bangladesh Bank provides a reporting format for all the banks under which the work is done.  Banks must comply with regulatory rules; Otherwise, BB can impose punishment and penalty according to the Bank Company Act of 1991.
Dutch-Bangla Bank Limited (Bank) is a scheduled commercial bank. Bank, DBBL, a joint venture between the local Bangladeshi groups, commercial banks Dutch-Bangla Bank Limited is an automatic banking system, the first and only local bank in Bangladesh. DBBL follow to Bangladesh Bank Risk Based guidelines at time 2015. DBBL have all major of Basel III requirements in 2015. DBBL is smoothly implementing Basel III. DBBL have net common equity Tier 1 (CET1) 2017 16.5 billion taka BB through ratio 5.5% and DBBL requirement 9.2%. Total Tier 1 risk-weighted asset BB have given 5.5% and DBBL requirement 2017 9.2%. DBBL there have total risk-weighted asset 18billion taka to ratio 15.5% and BB bank requirement given 11.25% in 2017. So there is a surplus of DBBL its capital is covered by the majority of the paid-up capital of CET 1 and Tier 1 capital which is of high quality and Main part.

Basel III determined all Bangladesh Bank has been accepted by the encouragement by all scheduled banks. Some Bangladeshi Bank has Capital to Risk Weighted Asset Ratios in January 2015. Although our country has fewer banks International Market Exposure, Basel III will be the international guide protects them towards any unexpected economic condition of huge and abroad.
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Chapter-1
[bookmark: _Toc6191863][bookmark: _Toc6610566][bookmark: _Toc6613992]1.1 Introduction

This report is about Dutch-Bangla Bank Limited. It has been discussed about the implementation of the Basel Accords Regulation and Supervision of the Bangladesh Bank in accordance with Dutch-Bangla Bank Limited. This report is an overview of the bank, a summary of Dutch-Bangla Bank Ltd System and Basel Accords System of Dutch-Bangla Bank Limited.
[bookmark: _Toc6191864][bookmark: _Toc6610567][bookmark: _Toc6613993]1.2 Prelude of the Report

The main purpose of the report has prepared for the practical requirements of the BBA degree programmed department to the School of Business and Economics of the major in Finance after completing academic courses to complete a three month organizational inclusion for a student. So, this report has been preparing after the Dutch-Bangla Bank Limited has completed this three month internship organizational inclusion. I was involved in identifying their Clearing House, General Banking, Foreign Exchange, Credit Department and Credit Assessment System at the Motijheel Foreign Exchange Branch. This report on “Implementation of Basel III in Dutch-Bangla Bank Limited: Risk Based Capital Adequacy Requirement of Bangladesh Bank” was started as part of the Internship Program. This Report is being Submitted to academic supervisors Nusrat Farzana (NFa), Assistant Professor, and Faculty of Business Administration United International University. To know about the very important Bangladesh Bank regulation & Supervision of Basel and increase knowledge looking at the implementation of Dutch-Bangla Bank Bank's regulatory requirement.								
[bookmark: _Toc6191865][bookmark: _Toc6610568][bookmark: _Toc6613994]1.3 Objective of the Report:

The objective to prepare this report is below:
	
· Find out the Briefly explain DBBL overview or Product-Service and Three year financial history of Dutch-Bangla Banking System
· The concept of Basel I II III Accords
· In terms of risk management (credit risk, market risk, operational risk), to understand the advantages of implementing Basel 1, Basel 2 and Basel 3 compared to conventional banking.
· Implementation of the Basel Agreement in Bangladesh
· To find out the Implementation of the Basel III requirement ratios of Dutch-Bangla Bank.
· [bookmark: _Toc6191866][bookmark: _Toc6610569]Solving the effective implementation of the Basel III DBBL Agreement
[bookmark: _Toc6613995]

1.4 Source of Information:

Generally my own analyze and little idea based upon different knowledge has been used in this report. This report has prepared on the basis of data collection of information from both Primary data Sources and secondary data information collection survey.
I. Primary Data: I have collected primary data by discussing of my varsity internship instructor Nusrat Farzana Mam and Dutch-Bangla bank employee of Motijheel Foreign Exchange Branch.

II. Secondary Data: Generally I have used and make my report depend on source of secondary publish data. Under these following sources:

· Research Report
· Annual Report of DBBL
· Various informative website
· Various Article
· Technical and Journals
· Business and industry, banks, associations of various associations with publication of stock exchange and publication
· Dutch-Bangla Bank website
· Bangladesh Bank website
· YouTube Video Lecture
[bookmark: _Toc6191867]
[bookmark: _Toc6610570][bookmark: _Toc6613996]1.5 Methodology

The research topic selection process is needed Preparation of final report. Research data sources are identified and collected, classified, analyzed, interpreted and presented in systemic manner and found out what points. This overall process of procedure is given the following page of the flow form that has been followed Study.

· Topic Selection: There was a topic selected for research allocated by me with my supervisor. Then I contacted DBBL officials about the matter and they could help me by providing related information.
· Identifying data sources: The source of the necessary information is both primary and secondary statistics are done and practice marks will be required. To meet the needs of the data, the primary information is used and the research also requires interviews Officers and staff where necessary.
· Final report preparation: Based on our advice some of the respected course teachers are deductions and additions and then the final report is prepared.
					
[bookmark: _Toc6191868]

[bookmark: _Toc6610571][bookmark: _Toc6613997]1.6 Background of the Study

A system of writing a report through which I can accustom my selves to the real situation by applying theoretical knowledge in real life, there can be a gap between these two this report bridged up through the writing process. Basel 2 is the continuation of the Basel 1 agreement, which was formed in 1988 by the Basel Committee under the Banking Supervision of G-10 countries, which created a level playing field for internationally active banks. In this report I discussed about the implementation of the Basel Agreement Dutch-Bangla Bank in Bangladesh.	
[bookmark: _Toc6191869]
[bookmark: _Toc6610572][bookmark: _Toc6613998]1.7 Scope in the report:

This report discusses the Implementation of Basel Accords in Dutch-Bangla Bank Limited Regulation & Supervision of Bangladesh Bank. This report has been prepared using the Absolute caution and the highest concern, but Basel Accords are very too well known the complexity of controls and regulation & supervision. This report may be the best option for anyone who wants to know about the Dutch-Bangla Bank Limited common and basic rules of regulation to Bangladesh Bank Basel Accords system. Even those who want to know the about of Implementation of Basel Accords in Dutch-Bangla Bank limited Regulation and supervision, they can read my report.					
[bookmark: _Toc6191870]
[bookmark: _Toc6610573][bookmark: _Toc6613999]1.8 Limitations of the report:

· In this report, I only use my own practical and research knowledge because I did not attend any seminar or seminar related to the Basel banking system and I did not even work with the reporting unit for Dutch-Bangla Bank Limited's Basel Accords. So, it was impossible for me to present a complete of the Basel accords Banking System.
· All employees of the bank were always busy with transactions their work while making my report. At the time of my internship, Bangladesh Bank's DBI auditing was running on at Dutch-Bangla Bank Limited. So, all the officers were very busy about it. That's why I could not achieve complex things.
· There was no experience on my Basel accords survey program, so this report could not bring same result according to the authorities' expectations.
· There is some hidden information for collecting information. So, some information could not be collected for privacy and management secrecy.
· Lack of available information.
· Different banks had different comparisons and expectations of Basel's problems.
· My knowledge may have limitations, So that depth analysis is not possible.
· Some other issues which are related to the Basel Accords may miss my report.

[bookmark: _Toc6610574][bookmark: _Toc6614000]Chapter-2: Job Description

[bookmark: _Toc6610575][bookmark: _Toc6614001]2.1 Internship at DBBL:

[bookmark: _GoBack]Internship for 12 weeks and for 5th November 2018 to 5th February, I am working on Dutch-Bangla Bank Limited and working on many issues. My relationship with this bank is being part of the General Banking Division (GB) and Foreign Exchange Division (FXB). It is important for me to be a student Finance is necessary of money especially for acquiring a real knowledge about General Banking (GB) and Foreign Exchange (FX). So, I tried my level best to learn a lot about General Banking (GB) and Foreign Exchange (FX). The nature of work was quite basic as an internship; yet I see what real life is. At the bottom, I was given the duty to take place:
· Account open
· Cheque clearing
· Cheque Issue
· Real-time gross settlement (RTGS)
· Client account statement
· Scanning to many different documents
· Remittance
· Nostro and Vostro account

[bookmark: _Toc6610576][bookmark: _Toc6614002]2.2 Description my job at DBBL:

[bookmark: _Toc6610577][bookmark: _Toc6614003]2.2.1 Account Open: People need bank accounts for various purposes. There are usually four (4) accounts.
1. Saving account
2. Current account
3. Salary account	
4. Student account
Some people need a personal account; some people need a business account. Each account has every purpose.

[bookmark: _Toc6610578][bookmark: _Toc6614004]2.2.2 Cheque clearing: The clearing process starts with depositing a bank cheque. cheque (with other cheque) are drawn where banks / branches are distributed. When the fund is available, the cheque for payment is passed and the banker is satisfied with the authenticity of the machine.Unpaid cheque come back to the presenter's bank by another clearing called return clearing. Refund collection comes after clearing end and absence of an unpaid cheque.

[bookmark: _Toc6610579][bookmark: _Toc6614005]2.2.3 Cheque Issue: When customers come to our premises to collect their books, they will have to sign in to their registration book. Then I issued their Cheque books and gave them. After publishing the Cheque book, they can use their Cheque book at any time, but it can be between 9.00am to 4.00pm at the time of transaction.

[bookmark: _Toc6610580][bookmark: _Toc6614006]2.2.4 Real-time gross settlement (RTGS): Expert fundraising system is changing where the money or security transfer is replaced by a bank over a total 'basis in any other bank on a real time basis, directly to the total settlement (RTGS) system. In the "real-time" settlement, a payment lane is not made as soon as possible, as long as they are not processed with fixed-fixed status. Gross Settlement means that the lien is fixed on the basis of the direct basis, without any other transaction or collusion with it.  Settlement means that payment is the last and unexplainable once processed.
[bookmark: _Toc6610581][bookmark: _Toc6614007]2.2.5 Client account statement: Some clients asked for their bank account statements. According to their needs, I gave a bank account statement to our customer. We do not apply any complains in the bank account statement.

[bookmark: _Toc6610582][bookmark: _Toc6614008]2.2.6 Scanning too many different documents: When I am open an account for client then I have collect various documents from the customers Ex-national ID card, Passport, Driving license, commissioner certificate etc. So these documents should be scanned for banking purpose. After scanning the documents, I print it and send the original copy back to the customers.

[bookmark: _Toc6610583][bookmark: _Toc6614009]2.2.7 Remittance: When I worked, a remittance was changed in the sense of a person in their country, by a foreign worker. One of the biggest financial flows in the competitive country with the international help in eliminating money transfer money is one. The worker's remittance is a special part of the international currency flow, inside.

[bookmark: _Toc6610584][bookmark: _Toc6614010]2.2.8 Nostro and Vostro account: Vostro account is the country's currency where the money is placed on deposits. A nostro account with bank is record of another bank. Nostro accounts are often used to make trading and overseas exchange transactions easier.
[bookmark: _Toc6610585][bookmark: _Toc6614011]
2.3 Learned from Dach-Bangla Bank Limited: 

Learned from the internship program was a different habit because this event is very important for students' resonance.

· The duration is essential, whether it is to wake up in the morning or work on time. It shows that I engage in my work, and I am capable of all the responsibilities.
· I got a lot of banking activity, such as an account opened and closing account instead the client different types of different types of situation  away the clearing, remittance, nostro and vestro accounts, import and export transactions with the deal.
· At the time, I had to deal with different designated employee and different type’s client of branches in the company with me. I saw their transactions in different situations.
· I know how an office environment is and how it has been employed and dealing with the customer.
· This experience undoubtedly made me the next corporate life.
[bookmark: _Toc6610586][bookmark: _Toc6614012]2.4 Lessons learned from internship at the program

I believe that following the internship at DBBL is a very productive experience. It gives me an opportunity to submit knowledge about art. I learned about banks about Basel III acquisition processes, service delivery strategies. DBBL's work environment was excellent and everyone at the office was very welcome to me. On the program's direction, I have some nice people that are quite knowledgeable and I meet them in the field. Simply communicating with them and expending me spent a lot of self-confidence gradually. Every day there were some new stars to learn from them that their timetables, skills, experience, knowledge, dress and even their thinking process. This experience has been invaluable for me and I'm confident that I must be able to grow up as a person and I can help both of them succeed in my professional and personal life help, I learned from this internship program.

[bookmark: _Toc6610587][bookmark: _Toc6614013]Chapter-3: An Overview of Dutch-Bangla Limited

[bookmark: _Toc6610588][bookmark: _Toc6614014]3.1 Historical Background:

Dutch-Bangla Bank Limited (Bank) is a scheduled commercial bank. Bank, DBBL, a schedule joint venture between a local Bangladeshi groups led by commercial bank M. Sahabuddin Ahmed (founder and chairman) and Dutch company FMO. Under the Bank Company Act 1991, the bank was established and incorporated as a public limited company on 24 July 1995 under Company Act, 1994, which is the main objective of all types of banking business in Bangladesh. The bank is listed in the stock Exchange (DSE) Limited and Chittagong Stock Exchange (CSE) Limited. Dutch-Bangla Bank Limited - Commercial bank started formal activities from June 3, 1996, scheduled for commercial European private joint ventures. The bank's head office is located in Senkalian Building (Fourth Floor), 195, Motijheel C / A, Dhaka, Bangladesh. The bank started its banking business with a branch on July 4, 1996. For several years, DBBL has expanded its service coverage by establishing strategically important branches in the area of ​​the country	. From the beginning, the focus of the bank is to finance the high-growth manufacturing industry in Bangladesh. The production sector exports products to Bangladesh worldwide. This will enable financing and focusing in this sector. Other focus of DBBL is Corporate Social Responsibility (CSR). Although CSR now has a clinch, DBBL is the leading and only contribution to this sector and contributing as a 'social responsibility'. DBBL has become the largest donor and largest bank provider in Bangladesh due to investment in this sector. The bank has won many international awards because of its unique approach as a socially aware bank. The first bank in Bangladesh was completely DBBL. The Electronic Banking Division was established in 2002 to bring fast automation and in this case to bring modern banking services. Complete Automation was completed in 2003 and thus introduced plastic money to Bangladeshi people. DBBL manages the country's largest ATM movement and through this process, the cost of the consumer exceeds 80%. Besides, DBBL has surprised many critics by choosing the low profit margins for this sector. DBBL follows the mass automation of banking as CSR activities and could never go on to achieve profits from this sector. As a result, it now provides unreasonable banking technology to all its customers. Due to this mentality, most of the local banks have joined DBBL's banking infrastructure instead of following their own.
[bookmark: _Toc6610589][bookmark: _Toc6614015]3.2 The Board Corporate Governance & Its Committees:

The Board of directors has better skills, experience and expertise, among which the added value of better corporate governance of the bank and value for all stakeholders, is the most valuable. The Board provides its own responsibilities or through various committees. The Board meets its responsibilities on regular basis. The Board recently is making up of directors including a Chairman or five directors and one Managing director and CEO Ex office. All Directors Name:

[bookmark: _Toc6620241]Table 3: 1 Dutch-Bangla Bank Board of Directors Name
	Founder, Dutch-Bangla Bank & Chairman, Dutch-Bangla Bank Foundation

	Mr. M. Sahabuddin Ahmed

	The Board

	Chairman
	Mr. Sayem Ahmed

	Directors

	Mr. Abedur Rashid Khan
	Sponsor Director

	Mr. Bernhard Frey
	Nominee of Ecotrim Hong Kong Limited

	Mr. Md. Fakhrul Islam
	Elected from General Public Shareholders’ Group

	Mr. Md. Nazim Uddin Bhuiyan, FCMA
	Independent Director

	Mr. Mohd. Khorshed Alam
	Independent Director

	Mr. Abul Kashem Md. Shirin
	Managing Director & CEO, Director ( Ex-office)

	The Committees of the Board

	1. Executive Committee

	Mr. Abedur Rashid Khan
	Chairman

	Mr. Sayem Ahmed
	Member

	Mr. K. Shamshi Tabrez
	Member

	2. Audit Committee

	Mr. Md. Nazim Uddin Bhuiyan, FCMA
	Chairman

	Mr. Md. Fakhrul Islam
	Member

	Mr. Mohd. Khorshed Alam
	Member

	3. Risk Management Committee

	Mr. Abedur Rashid Khan
	Chairman

	Mr. Sayem Ahmed
	Member

	Mr. Md. Nazim Uddin Bhuiyan, FCMA
	Member








[bookmark: _Toc6610590][bookmark: _Toc6614016]3.3 DBBL Organizational Structure and Management

[image: ]
[bookmark: _Toc6621155]Figure 1:  1 DBBL Organizational Structure and Management

[bookmark: _Toc6610591][bookmark: _Toc6614017]3.4 Mission of Dutch-Bangla Bank Limited:

Dutch-Bangla Bank a commitment to engineers enterprise and business and industry initiatives and creative innovation social responsibility. “Profit alone" does not have central focus in bank operations; because "man does not live by bread and butter alone".

[bookmark: _Toc6610592][bookmark: _Toc6614018]3.5 Vision of Dutch-Bangla Bank Limited: 

Dutch-Bangla Bank has dreamed Living life makes all our lives better Bangladesh, where art and letters, sports and sports, songs and entertainment, science and education, health and hygiene, clean and pollution free environment, and above all a society based on ethics and policy. DBBL fertilizer and creativity are a universe chaos and wonderful magic of a charming life, which specializes with the spirit of life and courage that contributes to human development.




[bookmark: _Toc6610593][bookmark: _Toc6614019]3.6 DBBL Core Objective: 

The Dutch-Bangla Bank believes its outstanding commitment to fulfill its customer's requirements and satisfaction and to be their first choice in banking. Taking cue from its pool esteemed clientele, Dutch-Bangla Bank intends to pave the way for a new era in banking that upholds and epitomizes its vaunted marquees "Your Trusted Partner".

· Dutch-Bangla Bank maintain their earn CAMEL Rating “Strong”.
· Develop strategic marketing plans and improve the service quality of banking.
· In terms of profitability and asset quality, one of the best banks in Bangladesh.
· Introduce the complete automated system through the data technology integration.
· Dutch-Bangla Bank ensure adequate rate of return on investment
· To maintain risk position in an acceptable range (with off balance sheet risk)
[bookmark: _Toc6610594][bookmark: _Toc6614020]3.7 DBBL of Strategy

Dutch-Bangla Bank Limited aims to work as a leadership supplier of financial services for small and medium-sized initiative (SME) institutional investors and high-valued individuals and aims to provide optimum and banking facilities for everyone.
[bookmark: _Toc6610595][bookmark: _Toc6614021]3.8 DBBL Achievements:

· Dutch-Bangla Bank wins “The Asian Banker’s Award” for the strongest Bank Balance Sheet in Bangladesh, 2013
· Dutch-Bangla Bank has been awarded the “Best Digital” Bank by Digital World 2015 organized by the Government of Bangladesh and the BASIS.
· Dutch-Bangla Bank has been awarded the first position in ICMAB Best Corporate Award-2014 in recognition of its sound corporate governance and for excellence in performance.
· Dutch-Bangla Bank has been awarded the leading partner bank in Bangladesh by the Asian Development Bank (ADB).
· Dutch-Bangla Bank has been awarded the first ever ICSB National award for corporate Governance Excellence 2013 for its significant contribution to sustainable good Governance and Responsible business conduct.
· Dutch-Bangla Bank has been awarded as Best Bank in Bangladesh by Finance Asia in Country Awards Presentation held in Singapore on September 08, 2016.
· Dutch-Bangla Bank has been awarded the ICAB Best Corporate Award-2015 in Traditional Banking Category.
· DBBL has been awarded the "Best Management Award" by the authority of Digital World-2017 at Hall of Fame of BICC, Dhaka.




[bookmark: _Toc6610596][bookmark: _Toc6614022]3.9 Dutch-Bangla Bank Strength:

Dutch-Bangla Bank is involved in traditional commercial banking:

· DBBL Limited has already earned reputation in the banking industry of the country. It is one of the private commercial banks of Bangladesh. It is an introduction to launching and introducing different customer’s friendly deposit plans to tap the identity of the people for the economical environment.
· DBBL has provided banking highest services with leading leadership and management positions. DBBL Board of Directors Chairman Mr. Sayem Ahmed and Md. Mr. Abedur Rashid Khan is the experienced person in business world. 
· DBBL has mutual corporate culture. Their work environment is very friendly, mutual and domestic activities. There are no secret barriers or restrictions when communicating between upper and staff. Their corporate culture is provided as a great motivation for employees.
· In order to improve the living standard of the population, the bank has introduced consumer credit schemes financial support by providing loans to the customers for additional sustainable collection, which encourages them with feedback.
· In keeping with modern banking, the bank is committed to continuous research and development.
· The Bank Camera Watch System (CCTV) has initiated the banking proposal to strengthen security services.
· Customer relationship management system starts to evaluate the needs of different buyers and solve problems in places.
· DBBL has earned the reputation of providing good quality service provider to its potential customers. Computer based operation to ensure fast and efficient services to the customers of the bank.
· DBBL is leading SME financing & SME products
· DBBL is providing largest mobile banking “Rocket” to using ATM Booth.
· DBBL have provided all Bangladesh in the end Urban and Rural area ATM booth, POS network and Agent banking.
[bookmark: _Toc6610597][bookmark: _Toc6614023]3.10 DBBL Main Activities:

Banking is the main activity of the bank. Opening of banking business accounts, receiving deposits, credit offers from corporate organizations, as well as retail and small and medium enterprises, trade financing, project financing, lease and purchase finance. The banking system includes conventional banking. It executes merchant banking functions under license by the Securities and Exchange Commission, Dhaka, Bangladesh.	
[bookmark: _Toc6610598][bookmark: _Toc6614024]3.11 DBBL Corporate Division: 

In order to provide banking services, Dutch Bangla Bank Limited is basically related to three separate departments. There are:
1. General Banking
· Account opening
· Clearing
2. Foreign Exchange
· Cash
· Export
· Import
· Remittance of Funds
3. Investment Banking			
[bookmark: _Toc6610599][bookmark: _Toc6614025]3.12 DBBL off-shore Banking Unit (OBU)

Bank of the Off-shore of the Banking Unit (OBU) governs the rules and regulations and guidelines of the Bangladesh Bank separate business rules OBU number 2 (two) reporting date 31 December, 2015 Agrabad branch- Chittagong and Dhaka EPZ branches- Dhaka. OBU investments with bank exposure are risk weighted.
[bookmark: _Toc6610600][bookmark: _Toc6614026]3.13 DBBL Product & Services List: 

DBBL is a customer central bank and really important to meet the needs of customers to achieve business success. DBBL always provide well services to their clients and to satisfy customers' services and make their banking experience more delighted. Below is a list of the products & services of Dutch-Bangla Bank Limited:

[bookmark: _Toc6620242]Table 3: 2 DBBL Product List
	Customer Banking Products:
· SME Banking
· Internet Banking
· Western union money transfer
· ATM card services
· Bill payment service
· Treasury
· Locker Services
· SMS Services
· Mobile Banking
· Agent Banking
	Activities of Foreign Exchange Department:
· Foreign currency Transaction
· Foreign Trade
· Import- Letter of credit, Payment Against Document, Loan Against Trust Receipt, Loan against Imported Merchandise
· Export- Export Financing: I) Pre-Shipment Finance II) Post-Shipment Finance
· Foreign Remittance

	Types of Deposit Accounts:
· Saving Account
· Current Account
· Salary Account
· Student Account
· Deposit plus scheme Account (DPS)
[bookmark: _Toc6620243]DBBL Children Education Saving Scheme (CHESS Account)
· Fixed Deposit Receipts (FDR)
· Millionaire Deposit Scheme (MDS)
Foreign currency deposit

	Loans and Advances:
· Loan against Trust Receipt
· Consumer Credit Scheme
· Loan against Accepted Bill
· Industrial Term Loan
· Agricultural Term Loan
· Lease Finance
· Loan against FDR
· FMO Local currency Loan for SME
· FMO Foreign currency Loan
· Small Shop Financing Scheme
· Life line- Personal Loan 
· Clean Credit lines Loan
Secured Credit Lines



[bookmark: _Toc6610601][bookmark: _Toc6614027]3.13.1 Deposit plus Scheme (DPS): DBBL offers a DPS project for those who want to save money from their salary every month. Account can open only private subscribers (not institutions) of 18 years of age or older. A person can open multiple DPS in any branch of the bank, but most of the five DPs can open. The account holder can nominate a person for each account. Monthly deposit will be 500 Taka. The applicant will have the option of submitting a quantity of BDT 500 / - in the amount of maximum BDT 5,000. The Deposit plus Scheme (DPS) will be valid for 3/5/8/10 years depending on the applicant's consideration. In the expiry of regular DPS, the bank will make major payments with interest on the account of the maintainer with the DBBL.

[bookmark: _Toc6610602][bookmark: _Toc6614028]3.13.2 Periodic Benefit Scheme (PBS):  An individual can open multiple accounts in any branch of the bank with a maximum of BDT 5,000,000 / -. However, the minimum basic deposit is BDT 50,000 / -. The customer will have to open the Parallel Current Account / Savings Account through which the money / payment made during the monthly / quarterly period can be made and no need of the subscriber to accept / reduce the benefits. Periodic benefit scheme (PBS) will be 3/5 years, depending on the applicant's consideration. The applicant can enjoy monthly / quarterly benefits based on his consideration.

[bookmark: _Toc6610603][bookmark: _Toc6614029]3.13.3 Children Education Savings Scheme (CHESS):   Only a separate customer can open this account while having a child. In this project, children of the account holder can be nominated. The minimum monthly deposit will be BDT 500 / -. The applicant will have an option of submitting a quantity of more than BDT 500 / - in excess of the maximum amount of BDT 50,000 / -. If three continuous installments continue, the account will be considered inactive.

[bookmark: _Toc6610604][bookmark: _Toc6614030]3.13.4 Millionaire Deposit Scheme (MDS):  Minimum monthly deposit will be BDT 6,092 in this plan - there will be an option to deposit the maximum amount of BDT 25,410 under the applicant's deadline. Millionaire Deposit Scheme (DPS) validity will be on the basis of the applicant's 3/4/5/6/7/8/9/10 year applicant. After the regular DPS expires, the bank will make a major payment with the interest in the account of the maintainer with the DBBL next month.
[bookmark: _Toc6610605][bookmark: _Toc6614031]3.13.5 Such as other loans and advances Retail loan product:

· Personal Loan: Dutch-Bangla Bank offers a personal loan offer for “Jokhon Taking" clients for the purpose of buying and selling office offers, customer durable and lifestyle products for the treatment, education, marriage, travel, festivals, and professionals. The amount will be in the amount of money: between 50,000 to BDT 2,000,000 BDT in five years.
· Car Loan: "ProttaSha" car loan is provided for the purchase of a new or rebuilt car, which provides interest of 100,000 BDT to 4,000,000 BDT for a 5 year maturity with interest.
· Home Loan: The bank also raises a home loan called "Thana" to buy a new or rebuilt adult home. The amount of loan starts from BDT 200,000/- to BDT 12,000,000/-. For the purpose of renewal, maximum period of BDT 7,500,000/- for a period of 25 years.

[bookmark: _Toc6610606][bookmark: _Toc6614032]3.13.6 Personal Banking: DBBL personal banking in offers a lot of different types of financial products and services to bring the best comfort in different ways and to increase the lifestyle of different categories of different categories like personal loans, auto loan, home loan, credit card facilities and so on. . The line a-personal appreciation of DBBL products has started as a complete of merchandise such as a”life Line” below the September 26, 2007 retail-lending products. No cash security and personal commitment are required from this client's line client. Personal Banking Product is: Health line, Education Line, Professional Line, Marriage Line, Travel Line, Festival Line, Dreams Come True Line, Care Line, and General Line etc.
[bookmark: _Toc6610607][bookmark: _Toc6614033]3.13.7 Corporate Banking: 

1. Corporate Banking Services: Dutch-Bangla Bank offers a broad range of corporate banking services. According to the buyer's document, Dutch-Bangla Bank includes:
· Project Finance: Bank is a new place to set up a competitive place for economic growth and a better place to live by the lonely path of the capital, the strongest project in the capital, the booming project of the capital or the BMRE (balancing, modernization, rehabilitation and expansion of an existing project). The objective or project is to accept the development fund.
· Working Capital Finance: The bank lends a small a term to the capital market for the domestic consumption or export market in the company of the company to employ, create, process, re-packaging the goods. Regardless, the unsafe lending collateralized working capital is not considered for the sake of work or the purpose.
· Syndication & Structured Finance: The banks, on the basis of the case basis, publish borrowed syndications or allow participants to display similar participants in different syllogism, such as the lane-separated parameters. Bank always maintains minimum pari-passu status in other banks about all lending. Second mortgage or higher will not be accepted as a lower primary deposit.
· Trade Finance: Dutch Bangla Bank thinks the financing of short-term (above12 months) form of finance is superior, self-liquidating or cash-flow collateralized trade lien-giving good support * Work order Finance in capital life. Bank financing will be considered by the construction contractor (work order money). However, these transaction instructions must be met. The bank asked in exchange for receiving bills with the co-operative authorities for collecting the bills issued to Dutch-Bangla Bank.
· Equity Finance: Regarding regulatory restrictions, joining the Dutch-Bangla Bank for partnership with high credit standing and excellent track record entrepreneurs. However, loans are not permitted for the purpose of providing equity in the business and the funding is not funded.
· Social and Environmental Infrastructure Finance: In order to improve the environment and to maintain social benefits, eco-efficient and sustainable projects, to receive credit lines from time to time, country and abroad.
2. Letter of Credit-Trade Business: Import Finance, Export Finance, Foreign Remittance, Treasury.
3. SME Banking:
· DBBL Cash Credit – “Len-Den”DBBL Term Loan – “Somridhi”
· DBBL Property Loan – “Janala”
· DBBL Festival Loan – “Utshab”
· DBBL Women Entrepreneurs Financing (Term Loan) – “Uthsaho”
· DBBL Women Financing (Cash Credit) – “Shofolota”
· DBBL Distributor Financing (Cash Credit) – “Prosher”

[bookmark: _Toc6610608][bookmark: _Toc6614034]3.13.8 DBBL Mobile Banking Service: The bank has accepted the permission to provide mobile banking services under reference number of reference DCMPS / PDP / 37 (H) / 2010-408 dated 28 April 2010 of Bangladesh Bank. The bank started the activities of mobile banking services on 31 March 2011. The main activities of mobile banking services are providing banking services to customers through mobile phones Bangladesh Bank's applicable rules and regulations and guidelines. The main operation of the bank their services are Mobile Banking.

[bookmark: _Toc6610609][bookmark: _Toc6614035]3.13.9 DBBL Agent Banking Service:  The banks accept permission to manage agent banking Bangladesh Bank services on July 27, 2014. The bank starts Agent Banking Services Management in January 19, 2015. The main activities of Agent Banking Services are provided to the bank customers with banking agents on behalf of the banks, instead of supplying the bank's own Tellers/ Cashier to the bank services between applicable rules and regulations and guidelines Bangladesh Bank. So agent banking services of DBBL main operation. 
[bookmark: _Toc6610610][bookmark: _Toc6614036]3.14 Last Three (2014-17) Years for Dutch-Bangla Bank Limited Financial Highlights:                                          
                        
[bookmark: _Toc6620244]Table 3: 3 DBBL All Shareholder List (2014-2017)
	Particular
	Number of shares as of 31 December
	Percentage (%) of shares held as of 31 December

	
	Sponsors
	Sponsors

	Year
	2017
	2016
	2015
	2014
	2017
	2016
	2015
	2014

	Local
	122634240
	122634240
	122634240
	122634240
	61.3%
	61.3%
	61.3%
	61.3%

	Foreign
	51348900
	51348900
	51348900
	51348900
	25.7%
	25.7%
	25.7%
	25.7%

	Total Sponsors
	173983140
	173983140
	173983140
	173983140
	87.0%
	87.0%
	87.0%
	87.0%

	General Public

	Institutions
	9359281
	14081595
	12826328
	5678881
	4.7%
	7.0%
	6.4%
	2.8%

	Individuals
	16657579
	11935265
	13190532
	20337979
	8.3%
	13.0%
	6.6%
	10.2%

	Total General Public
	26016860
	26016860
	26016860
	26016860
	13.0%
	13.0%
	13.0%
	13.0%

	Grand Total
	200000000
	200000000
	200000000
	200000000
	100.0%
	100.0%
	100.0%
	100.0%










[bookmark: _Toc6620245]Table 3: 4 Total shareholders’ equity                                                                                            in million taka
	Particulars
	Position as of 31st December

	
	2017
	2016
	Variance (%)
	2015
	2014
	Variance (%)

	Shareholder’s Equity
	2,000.0
	2000.0
	0.0%
	2000.0
	2000.0
	0.0%

	Statutory reserve
	9,193.0
	8134.4
	13.0%
	7,487.6
	6,234.1
	20.1%

	Other reserves and share premium
	2,442.3
	2288.1
	6.7%
	3,144.9
	2,728.2
	15.3%

	Retained earning
	5,846.8
	5250.2
	11.4%
	4,121.9
	3,555.1
	15.9%

	Total shareholders’ equity
	19,482.2
	17672.7
	10.2%
	16,754.3
	14,517.4
	15.4%


     
[bookmark: _Toc6620246]Table 3: 5 Shareholders holding ten percent more shares
	Sl. No.
	Name of the Shareholders
	No. of shares as of 31 December 2017

	01.
	Mr. Mohammed Sahabuddin Ahmed
	44,424,650 shares = 22.21%

	02.
	Mr. Md. Abdus Salam*
	29,763,330 shares = 14.88%

	03.
	M/s. Ecotrim Hong Kong Limited
	49,471,880 shares = 24.74%



[bookmark: _Toc6620247]Table 3: 6 Result of Operation
	Particular
	2017
	2016
	2017-2016 Growth%
	2015
	2016-2015 Growth%
	2014
	2015-2014 Growth%

	Total revenue
	23550.5
	21613.3
	10.4%
	21849.0
	-1.1%
	20741.8
	5.3%

	Operating profit
	5683.5
	5521.8
	2.9%
	6433.9
	-14.2%
	5324.4
	20.8%

	Profit before taxation
	5293.3
	3234.0
	63.7%
	6267.3
	-48.4%
	4518.8
	38.7%

	Profit after taxation
	2455.2
	1762.6
	38.3%
	3020.3
	-41.6%
	2206.6
	36.9%



[bookmark: _Toc6620248]Table 3: 7 Financial Positions
	Particulars
	2017
	2016
	2017-2016 Growth%
	2015
	2016-2015 Growth%
	2014
	2015-2014 Growth%

	Total assets
	311906.8
	264797.4
	17.8%
	244057.6
	13.4%
	215993.5
	13.0%

	Total risk weighted assets
	180130.6
	162165.3
	11.1%
	154548.6
	4.9%
	130709.5
	18.2%

	Total loans and advances
	207257.4
	173397.8
	19.5%
	152270.0
	13.9%
	124423.0
	22.4%

	Total deposits
	233796.4
	207234.0
	12.8%
	186765.0
	11.0%
	166762.3
	12.0%

	Total import business
	151979.3
	135113.4
	12.5%
	135047.1
	-0.2%
	123391.9
	9.4%

	Total export business
	144931.8
	132505.5
	9.4%
	135047.1
	3.2%
	117777.3
	10.3%

	Total shareholders’ fund
	19482.2
	17672.7
	10.2%
	16754.3
	5.4%
	14517.4
	15.4%

	Total capital
	26106.7
	21178.8
	23.3%
	21137.6
	0.5%
	18077.9
	16.9%

	Market capitalization
	30620.0
	23340.0
	31.2%
	21520.0
	8.5%
	21160.0
	1.7%





[bookmark: _Toc6620249]Table 3: 8 Four Years Highlights of DBBL Shares
	Particulars
	Period (For the year ended 31 December)ended 31 December)

	
	2017
	2016
	Deviation
	2015
	Deviation
	2014
	Deviation

	Shares outstanding (Numbers)
	200000000
	200000000
	-
	200000000
	-
	200000000
	-

	DSE closing price (Taka)
	153.1
	116.7
	36.4
	107.6
	9.1
	105.8
	1.8

	Earnings per share (Taka)
	12.3
	8.9
	3.4
	15.1
	(6.3
	11.0
	4.1

	Dividend per share
	Cash
	3.0
	3.0
	-
	4.0
	(1.0)
	4.0
	0.0

	
	Bonus
	-
	-
	-
	-
	-
	-
	-

	Net asset value (NAV) per share (Taka)
	97.4
	88.4
	9.0
	83.8
	4.5
	72.6
	11.2

	Market price / net asset value (Times)
	1.6
	1.3
	-
	1.3
	-
	1.5
	-

	Price earning (P/E) ratio (Times)
	12.5
	13.1
	-
	7.1
	-
	9.6
	

	Market capitalization
	30620.0
	23340.0
	-
	21520.0
	-
	21160.0
	

	Number of shareholders
	5045
	3959
	-
	4711
	-
	5951
	

	Market capitalization (In million Taka)
	30620.0
	23340.0
	-
	21520.0
	-
	21160.0
	-



[bookmark: _Toc6620250]Table 3: 9 financial ratios (In Percentage)
	Particulars
	2017
	2016
	Deviation
	2015
	Deviation
	2014
	Deviation

	Loan deposit ratio
	84.1%
	79.4%
	4.7%
	81.5%
	2.1%
	74.6%
	6.9%

	Return on average total assets
	0.9%
	0.7%
	0.2%
	1.3%
	-0.6%
	1.1%
	0.2%

	Return on average risk-weighted asset
	1.4%
	1.1%
	0.3%
	2.1%
	-1.0%
	1.8%

	0.3%

	Return on average shareholders’ fund
	13.2%
	10.3%
	2.9%
	19.3%
	-9.1%
	16.2%
	3.1%

	Ratio of non-performing loan to total loan
	4.7%
	5.2%
	-0.5%
	3.7%
	1.5%
	4.4%

	-0.7%

	capital to risk-weighted asset ratio
	14.5%
	13.1%
	1.4%
	13.7%
	-0.6%
	13.8%
	-0.1%

	Cost-income ratio
	69.3%
	65.3%
	4.0%
	58.8%
	6.6%
	61.6%
	-2.8%







[bookmark: _Toc6620251]Table 3: 10 operating performance (income statement)
	Particulars
	2017
	2016
	2015
	2014

	Total revenue
	23550.5
	21333.0
	21849.0
	20741.8

	Total expenses
	17867.0
	15811.2
	15415.0
	15417.4

	Profit before provisions
	5683.5
	5521.8
	6433.9
	5324.4

	Total provision
	390.2
	2287.8
	166.6
	805.6

	Profit before taxes
	5293.3
	3234.0
	6267.3
	4518.8

	Provision for taxation
	2838.0
	1458.9
	3247.1
	2312.1

	Net profit after taxation
	2455.2
	1775.2
	3020.3
	2206.6



[bookmark: _Toc6620252]Table 3: 11 Statement of financial position Balance Sheet, Trade Finance and Asset Quality
	Particulars
	2017
	2016
	2015
	2014

	Authorized capital
	4000.0
	4000.0
	4000.0
	4000.0

	Paid-up share capital
	2000.0
	2000.0
	2000.0
	2000.0

	Total shareholders’ fund
	19482.2
	17672.7
	16754.3
	14517.4

	Deposits
	233796.4
	207234.0
	186765.0
	166762.3

	Loans and advances
	207257.4
	173397.8
	152270.0
	124423.0

	Investments
	26197.9
	31778.5
	20210.3
	19261.2

	Property, plant and equipment (net)
	5433.1
	4871.9
	4519.3
	4141.7

	Total assets
	311906.8
	264797.4
	244057.6
	215993.5

	Total earning assets
	263838.6
	221617.7
	210882.3
	178435.7

	Total contingent liabilities
	70501.5
	60051.7
	55015.0
	47279.9

	Import business
	51979.3
	135113.4
	135047.1
	123391.9

	Export business
	144931.8
	132505.5
	129954.5
	117777.3

	Amount of classified advances (Taka)
	9644.5
	8999.0
	5624.9
	5475.3

	Classified loans to total loans (%)
	4.7%
	5.2%
	3.7%
	4.4%



[bookmark: _Toc6620253]Table 3: 12 Capital measurement
	Particulars
	2017
	2016
	2015
	2014

	Core (Tier 1) capital
	16,593.3
	16,593.3
	14,729.8
	12,276.8

	Supplementary (Tier 2) capital
	9,513.4
	6,311.8
	6,407.8
	5,801.2

	Total capital (Tier 1 and Tier 2)
	26,106.7
	21,178.8
	21,137.6
	18,077.9

	Total risk weighted assets
	180,130.6
	162,165.3
	154,548.6
	130,709.5

	Tier 1 capital to risk-weighted asset ratio (%)
	9.2%
	9.2%
	9.5%
	9.4%

	Tier 2 capital to risk-weighted asset ratio (%)
	5.3%
	3.9%
	4.2%
	4.4%

	Total capital to risk-weighted asset ratio
	14.5%
	13.1%
	13.7%
	13.8%

	Capital surplus
	5,842.0
	3,948.7
	5,682.7
	5,007.0



[bookmark: _Toc6620254]Table 3: 13 Financial Ratios (In Percentage)
	Particulars
	2017
	2016
	2015
	2014

	Gross profit ratio (%)
	24.1
	25.9
	29.4
	22.9

	Debt equity ratio (%)
	39.6
	20.9
	26.3
	23.6

	Loan deposit ratio (%)
	84.1
	79.4
	81.5
	73.3

	Return on average investment (ROI %)
	7.0
	8.0
	10.4
	10.8

	Yield on loans and advances (%)
	8.3
	9.4
	11.0
	13.5

	Return on average equity (ROE %)
	13.2
	10.3
	19.3
	17.0

	Return on average assets (ROA %)
	0.9
	0.7
	1.3
	1.2



[bookmark: _Toc6620255]Table 3: 14 Other Information
	Particulars
	2017
	2016
	2015
	2014

	Number of employees
	6,816
	6,127
	5,201
	5,556

	Number of branches
	175
	165
	155
	145

	Number of ATM Units
	4,467
	4,331
	3,588
	2,705

	Number of Fast Track
	780
	708
	516
	365

	Number of deposit account holder
	6,169,253
	5,204,168
	4 ,444,747
	3,795,255

	Number of loan account holder
	45,786
	31,448
	26,936
	26,268


[bookmark: _Toc6610611][bookmark: _Toc6614037]3.15 DBBL of Corporate Social Responsibilities:

It has been known long ago that DBBL has worked as a class in the country's social progress. The Dutch-Bangla Bank is very supportive of social work and is one of the biggest personal donors in Bangladesh. The main aspect of the bank is socially healthy with modernized banking facilities with the goal of reaching out to banking services to all the people of the country. From the beginning, DBBL is a mission champion to bring human development to various social elements. This is one that was proven in many ways small enterprises can bring phenomenal changes through demonstration effect. DBBL has started contributing often from its beginning to social causes, which has now become compulsory for other colleagues and in the CSRs now their regular part activities. Bank's "Role Model" for corporate social responsibility (CSR). DBBL is not for profit, but "people - planets - profit". It is durable with the triple bottom line. Smile shines to provide scholarships to poor and meritorious students in social initiatives conducted by DBBL programs for trafficked children, rural healthcare, financial infrastructure for medical infrastructure and other social development progress. Over the years, several of DBBL's social burden increases multiplied. In the field of CSR activities, DBBL is considered as the largest contributor to the education sector among private business organizations.  Under the radial to DBBL have main five category CRS programmed:

[bookmark: _Toc6621156]Figures 3:  1 DBBL Main CSRM



[bookmark: _Toc6610612][bookmark: _Toc6614038]3.16 DBBL In-house Green Banking Management:

DBBL can maintain a consistent initiative and supportive activities from its introduction, which can adversely affect the environment and contain some issues that may contribute to the pollution. 3R Thumb rules govern our reusability, reduce and minimize our daily activities to prevent emissions from carbon footprint, some of which as mentioned below:
· Process of soft archive of client documents for electronic access and recovery is underway, which will enable us to reduce paper usage.
· Some internal memos, in the form of digital form, have proven the goal of the process notes.
· Instead of contact letter, customer is being contacted by email, SMS or ATM display (requirements without controller).
· Bank officials said the IP phone has been launched with video conferencing system for telecommunications.
· Part of the solar power has been used to get 30 ATM booths, 27 fast track and 11 branches.
· Buying energy efficient cars that could reduce gas and petroleum costs.
· Active Green Banking Cell to the all division of branches and senior level management has been informed on the principles and responsibilities on their part.

[bookmark: _Toc6610613][bookmark: _Toc6614039]Chapter-4: OVERVIEW OF BASEL INFORMATION

[bookmark: _Toc6610614][bookmark: _Toc6614040]4.1 BASEL Accords:

World War II banking sector become a very competitive industry with a lot of banks working in almost all the countries across the world. Banks are forced to lose their profit margins to increase competition in the local market. This significantly reduced the bank’s income. Banks are increasingly facing the bank in the international market. In the financial year 1965-1981, Bank of “Herstatt” was bankrupt in the 1980s and even the failure of the bank for eight years until the bank's savings and debt crisis. As a result, the struggles of bankruptcy of international banks increased security against the debt.

The work of the basal committee began to deal with the supervisor's interaction when weaker banks needed solutions to the border. There are recommendations for regulating the banking industry in the bank. Basel learns to work on the needs of various contract capitals, the regulator needs to set up the Basel Committee. Basel Committee under the supervision of the central bank and supervised banking was completed in Basel, Switzerland in 1987. Basel prepares rules and regulations for the banking industry. Firstly Basel was spending ten countries. Basel used to maintain the stability of the financial system. Each country has its own national capital requirement and the risks for assets are the weighted criteria, which bear the cost of capital for the banks. Basel Committee's work was to analyze the complexity of the modern banking system and follow the reactions of their responses and guidelines. The committee has so far received three versions of Basel Accord. The committee should hold a first document draft capital to set an international minimum amount of money that the bank should hold. It is the percentage of the total capital of a minimum bank, at the lowest risk based capital level. To be the Chairman of the Basel Committee, the senior officers of the central bank of Basel are appointed. Because they know how banks are managed well. Below is the chairman name of the Basel Committee:

[bookmark: _Toc6620256]Table 4: 1 Chairmen of the Basel Committee:
	Name
	Name of Bank
	Position
	Year

	Sir George Blunden

	Bank of England

	Executive Director,

	1974–1977


	Peter Cooke

	Bank of England

	Associate Director

	1977–1988


	Huib J Muller,

	Netherlands Bank.

	Executive Director

	1988–1991


	E Gerald Corrigan

	Federal Reserve Bank of New York

	President

	1991–1993


	Tommaso Padoa-Schioppa

	Bank of Italy

	Deputy Director General

	1993–1997


	Tom de Swaan

	Netherlands Bank

	Executive Director

	1997–1998


	1997–1998

	Federal Reserve Bank of New York

	President

	1998–2003


	Jaime Caruana

	Bank of Spain

	Governor

	2003–2006


	Nout Wellink

	Netherlands Bank

	President

	2006–2011


	Stefan Ingves

	Sveriges Riksbank

	Governor

	2011–present




[bookmark: _Toc6610615][bookmark: _Toc6614041]4.2 Basel I

The Basel-controlled first powered publication starts "Concordat". Document preparation on this concord discussion and other topics, Basel I and Liquidity Risk Control The work of the Basel Committee is to analyze the complexity of the modern banking system and respond to the suggestions of guidelines for proper supervision. In 1988, the Basel Committee of Basel's Banking Supervision (BCBS) in Switzerland disclosed the minimum capital requirements for the banks. The minimum amount (8%) of the capital should be maintained based on the risk weighted assets of banks working internationally. Basel I am a set of international banking regulations created by the Basel Committee under the supervision of the bank, which determines the minimum capital requirement of financial institutions to reduce credit risk. Basel, I appreciate the risk of focusing on creating a bank asset classification system. The risk-weighted assets with the international needs to be hold 8% of the equal capital. Large banks like JP Morgan Chase are available, the Basel IT 8% is illogical and the required default credit swaps are implemented so that they will only keep the capital of assets 1.6%. Basel described under the description of two capitals I discussed in two capitals:

[bookmark: _Toc6610616][bookmark: _Toc6614042]4.2.1 Tier 1 Capital:   Bank core capital is the asset. Capital is an asset. The liquidity of this resource will be that it is going to get better assets soon. Tier 1 includes a common share of capital, retained earning, the capital equity (company own fund), shareholders agreed on the preferential basis, and the reserved areas such as the lending reserve to be kept safe for future loss or to ease the income variation. When the bank maintains income in a bank during a risky transaction, then this risky transaction is covered up. Basically the bank function is not closed. This is because the tier 1 capital is needed. Tier 1 should be capital (Equity Capital and Reserved Income) - Equal or more 4%.
[bookmark: _Toc6610617][bookmark: _Toc6614043]4.2.2 Tier 2 Capital (Supplementary Capital):  The tier 2 helped to increase the overall strength of the bank. The tier 2 capital is available in all other capacities such as finance, above the financing assets, unpublished reserves (hidden reserves of a financial institution), preference share, mortgage back security, long-term debt do it.

[bookmark: _Toc6610618][bookmark: _Toc6614044]4.2.3 Credit Risk: Basel I BCBS basically focuses on credit risk. Credit Risk means that the money lenders or the financial institution lends money to the creditor is not paid for the full payment. Risk is primarily on the part of the lender, including the loss policy and the encouragement, the distribution of the increased value of the cash flows, and the increased value. According to the Basel the whole capital should have 8% representing RWA. Promotion Risk-Basel Agreement Type:
									
[bookmark: _Toc6620257]Table 4: 2 On-Balance Sheet Risk
	Risk Weight
	Asset class

	0%
	Cash and gold held.
Home country sovereign debt cash / central bank / government loan, Treasury bond


	20%
	Development Bank Loan / OECD Bank Loan, Municipality Bond


	50%
	Residential mortgage


	100%
	Corporate Bonds, equity, real estate plants and equipment, NON-OECD banks, unsecured loans



So, unsecured loans are at 100% risk weight because this loan is not high risk. This loan includes education loans, personal loans, credit cards, and cannot show borrowers documents. S0 1000 * 100% = 1000 * .08 = 80, which is 100 risks for minimum 8% capital requirements. Countdown under various RWA on balance sheet:



[bookmark: _Toc6620258]Table 4: 3 Various RWA on Balance Sheet
	Asset Category
	Risk Weight
	Capital Ratio
	Amount
	RWA
	Minimum Capital Requirement

	Treasury Bond
	0%
	8%
	1000
	0
	0

	Municipal
	20%
	8%
	1000
	200
	16

	Residential Mortgage
	50%
	8%
	1000
	500
	40

	Unsecured Loan
	1000
	8%
	1000
	1000
	80



· Banks with international presence may hold more than 8% of their risk-weighted assets (total capital ratio = Tier 1 + Tier 2 / all RWA), (Tier 1 capital ratio: Tier 1 capital / all RWA), (leverage Ratio: Total Capital / Average Total Assets)
· Banks also need to report credit letters, foreign currency, equity, unutilized commitments and derivatives of off balance sheet items.
· No trading risks the balance sheet off. This includes general guarantees, such as forward purchase or transactions related to assets.
	
[bookmark: _Toc6610619][bookmark: _Toc6614045]4.2.4 Market Risk: Specific risks of market risk include certain risks of common market risk. General market risk refers to changes in market prices due to large market movements. Specific risk refers to the change in the value of a separate asset due to a safety-related reason. Four types of economic variable market risk: interest rates, foreign currency, equity and commodities.

Market risk can be calculated in two different ways –
1. The standardized Basel Model. Under the standardized Basel model: 
· Total Risk = Credit Risk + Market Risk
· Market Risk = General Market Risk + Specific Risk
· General Market Risk = Interest Rate Risk + Currency Risk + Equity Price Risk + Commodity Price Risk
· Specific Risk = Instruments Exposed to Interest Rate Risk and Equity Price Risk.
· So Basel makes it two risk capital adequacy ratio analysis by (Total capital / Credit risk RWA + Market Risk RWA).
2.  Internal Value at Risk (VAR) models of the banks.
[bookmark: _Toc6610620][bookmark: _Toc6614046]4.2.5 Basel 1 positive: 

· It was like a benchmark set up across the world.
· To supplement this, capital appreciation ratio is the value.
· It was very simple nature.
· Simple construction will be relatively comfortable.
· Worldwide adoption
· More discipline in the managed capital.



[bookmark: _Toc6610621][bookmark: _Toc6614047]4.2.6 Weaknesses of Basel 1:

· It is important that the book highlights the value of books and markets the market.
· The inadequate measure of risks and consequences is the use of new financial instruments and risk mitigation methods.
· There is no difference between praising praise and creditworthiness of ratings.
· Capital appreciation depends on the risk of appreciation, although other risk analysis is pruned.

[bookmark: _Toc6610622][bookmark: _Toc6614048]4.2.7 Basel I Pitfalls and limitation: Basel's very limited differ resources are in the classes. So achieving is basically 0%, 20%, and 100% only. So they are losing any of the resources, which is that there was nothing in the pitfall Basel 1.

The defaults of default are at risk, and there is no system for the capital change of capital percent. If the default risk changes are changed. So 8% of the capital adequacy ratio is changing in all the nature of the default risk. So the stimulus which is the economic pressure country, they are high inflation over the economy, the case risks have changed to the particular class or it is suddenly rising. In addition to that case, the bank maintains 8% of the cars. So the bank cannot change the status of independence or Basel 1, which can change the nature of all the risks of the default risk. Basel 1 Risks and liquidity risk at any other risk market risk, the current situation; it is not the only praise that talks about risk. This sort of criticism added a new Basel agreement to the Basel 2 which added risk to the situation, and guided the creation of new calculations of praise risk further. The risk of activity is getting worse than human error or management failure. Basel 2 Treaty was implemented in 2007.
Basel 1 risks the praise of the capital treaty, or the risk of capitalizing on the risks that would happen if a team does not tinkle with its obligations. It triggered the rising risk modeling research; nevertheless, its over-simplified accounting, and classification, has called for Basel 2 capitalism agreement and more agreement to be lost and it is a sign of the continuous risk of the capital and the continuous refinement of the capital. As the first international instrument, Basel 1 evaluates the importance of capital risk, which is the remainder of the money and banking history.

[bookmark: _Toc6610623][bookmark: _Toc6614049]4.3 Basel II

Basel II is a Basel agreement, which is recommended by the Basel Committee over the banking act and rules, above the banking supervision, on top of the banking supervision, second to the second recommendation. The Basel II agreement was first published in June 2004 and it has been modified to amend the international banking standard, which means that it is necessary to contain the risks of financial capital and current bank of many capital cities, keeping them guard against the face. As well as the international convergence of the Basel II capital measurement and capital value, also known international banks and financial instructions help in protecting them against financial risks. In the current situation, to ensure the financial risk rules, more risk is needed to ensure that the bank is exposed to the amount of large capital of the bank and its overall economy and the overall economy stabilize. Basel II to establish risk and capital management, to ensure that there is enough capital for a bank's risk; the bank tries to accomplish this by exposing it through debt, funding and trading activities. Maintaining sufficient stability to limit competitiveness inequality among the so-called internationally active banks was a goal. Basel II was implemented year-round in 2008 and it was only in the most important economics to implement in April 2008 before they became fully operational before Basel I was fully financially intervened. Basel II Every bank should follow the standards of at least risk method, to make their own risk management structure and to ensure regular supervision.
[bookmark: _Toc6610624][bookmark: _Toc6614050]4.3.1 Objectives of Basel II:

· Basel II agreement continues to conform to the financial system's safety and well-being
· Basel II agreement continues to increase competitive equality
· Basel II creates a more integrated path to risk lectures
· Basel II concentrates on the in-house banks internally, although its inherent policy should be for the appropriately appropriate application of the bank and the transformation of sophisticated banks.
 
[bookmark: _Toc6610625][bookmark: _Toc6614051]4.3.2 Basel II version aims at:

· The capital allocation is to be more sensitive to risk
· Increase in the demand for disclosure, which measures the market sufficiency of an institution that allows market participants to allow
· Risk of praise, data and formal methods are expressed in the number to ensure risk and market risk in the current situation.
· More to reduce the scope for legal settlement of the economy and the law-regulating capital.
[bookmark: _Toc6610626][bookmark: _Toc6614052]4.3.3 Basel II Accord proposes three implementation options:

· The standard path is that some Basel is proposed by me, but using different portions, the financial resources generated are able to limit the risk of praising the capital and to reduce the capital's demand.
· The method based on the internal rating of a bank allows a bank to use their own rating system, with their own calculations on the probability of entering the bankruptcy, but when the counterparty enters bankruptcy and is given by the supervision institution.
· Improved Methods Internal ratings are based on the approval of the IRB Supervising Institution, in which the banks are determined by their capital on their models.

Basel II protects the three market risks. The Basel I describe risk or market risk credit. So Basel II has three market risks then the predicted three market Basel II predictions before the three pillars. Three Market Risks:


[bookmark: _Toc6610627]4.3.3.1 Credit Risk: Failure to pay the money back, by the creditor. In the case of an incompetent lender, the lender recovers the lending amount in maturity by giving guidance to the credit lender. This is the only credit for the taxpayer and it's a wealth for the bank. The emergence of credit loss is the result of the inefficient asset.

[bookmark: _Toc6610628]4.3.3.2 Market Risk:  The share of which is associated with the banks financing in market is sudden reduction in prices. Similar risks are called market risk. Because of the market turnover, the bank may sometimes fall below (1996, 2010, with the low 50 position, this is more likely to be a risk to DSA) encouragement at risk fluctuation in market risk. Falling market risk is the price at which the company has capitalized on the price of shares of the company or share of another company's share price. Further market risk includes the release of balance sheet for security, equality safety and foreign currency balance sheet. The market risks that variables are being adversely affected by the main concerns and the loss of the value of the security of bank security will lead to losses.

[bookmark: _Toc6610629]4.3.3.3 Operational Risk: Internal process centralized computer failure or failure in the bank. Risks that are created due to the failure of the solution bank or the failure of the internal process to produce risk are called. Sometimes the risks in the running condition are not computer failure, in addition to the internal process work failure.
[bookmark: _Toc6610630][bookmark: _Toc6614053]4.3.4 Basel II of Three pillars:

[bookmark: _Toc6610631]4.3.4.1. Pillar 1 Minimum Capital Requirements: At least for the capital requirements that are intended to create normative rules and to expand, the initiative has been taken out in the 1988. Treaty of exit the capital adequacy ratio should be less than 8% in the case of bank equivalence and wealth. For the three important elements of the risk of the legal capital - a bank that is monitoring is the first pillar contract with maintenance: credit risk, operational risk and market risk. Other risks are not considered perfectly computable at this stage.	

[bookmark: _Toc6610632]4.3.4.1.2 Regular capital Requirements:

· Tier 1 Capital: Tier 1 capital a “core capital” composed of the most high-quality capital material, and includes the capital, non-repayable shared accounts, reserves reserve, general reserve, retained income, subsidiary minority interest, non-cumulative integration Share, and the dividend equality account.
· Tier 2 Capital: Tier 2 Capital called dump supplementary capital is another element which falls short of the characteristics of the core capital, but it represents the overall strength of a bank and represents the general resources, asset revaluation reserved area, all other choices, share perpetual subordinated debt, exchanges Includes equalization account.
· Tier 3 Capital: Tier 3 capital additionally calls for short supplementary capital supplementary capital consisting (original / residual maturity in less than or equal five years but more than or equal to two years) market risk to meet the capital requirement for meeting a ratio is meant only for.

Basel II Minimum Capital Requirement (MCR) = Capital / Credit Risk + Market Risk + Operational Risk, more than 8% ratio.
Also Basel 2 Capital adequacy ratio:
CAR= (Total capital (Tier1+Tier2+Tier3 Capital)/(Credit Risk RWA + Market Risk RWA + Operational Risk RWA) ≥ 8%

[bookmark: _Toc6610633]4.3.4.2. Pillar 2 Supervisory Review:  Supervisory review process to maintain is the capital adequacy ratio. Basel II, according to traditional traditions, all banks maintain their capital. So Basel's rules made so much to the bank, Basel maintains the traditional bank's donation, and then maintains banks with the issue. The Supervisory Review System recognizes the responsibility of setting an internal capital measurement and capital determination, which is responsible for managing the bank with risk profile and control environment of the proportionate banks. In the infrastructure, bank management ensures that adequate capital of the bank will take responsibility to support its risk beyond basic needs.
[bookmark: _Toc6610634]4.3.4.2.1 There are three main areas that might be particularly suited to treatment under pillar 2:

· Under the risk Pillar 1 it is considered that the praise is not fully captured by assurance risk.
· Those did not take into account the pillar 1 process interest rate risk in the element banking books, business and strategic risks.
· Due to external banking business cycle. Subjectivity with at least values ​​is more demanding than the column head 2. A more urgent pillar 1 method prompts the development of special IRB structures for increased risk, and the increased measurable approaches for the risk of current status.
[bookmark: _Toc6610635]4.3.4.2.2 The four key principles of supervision review:

· Principal 1: Their risk profile about the banks to measure their overall capital adequacy should be a strategic step further for the levels to maintain their capital.
· Principle 2: Supervisors banks should review and evaluate internal capital adequacy and strategic planning, and should be reviewed and evaluated to ensure their ability to check their subsistence with the legal capital ratio. The caretaker should take appropriate supervision action if they did not want to be satisfied with the result of this process.
· Principle 3: Supervisors banks should expect to run at least the legal capital ratio and the capability should be required to hold the capital at least for the sake of the bank.
· Principle 4: The supervisors should look at the need for a special bank's risk characteristics at least to intervene at the beginning stage, to prevent it from falling below and a quick correctional action should be required if the capital is not maintained or brought back.

[bookmark: _Toc6610636]4.3.4.3 Pillar 3 Market discipline: 

Market discipline, which is considered by Central Bank to consider more detailed reports by the ownership of the public, needs more detailed reports, the risks are disclosed, the capital adequacy of the risk profile. By this regular information of this sought information, by the National Bank, every six months and quarterly internationally active banks. Market discipline, it satisfies the rules as a share of information, facilitates banks' guidance through financial institutions, analysts, customers, other banks, and others including rating agencies, which facilitate direct corporate governance. The three pillars that are being run by the market discipline are required to run by applying the application, capital risk, risk disclosure, risk appraisal process, and expansion of the capital adequacy of the institution. It should be consistent as the management of senior management boards should be managed with the risks associated with the organization.
[bookmark: _Toc6610637][bookmark: _Toc6614054]4.3.5 Limitations of Basel II:

· In recent days, financial disaster has opened the full path to weaknesses that take management risk, which was developed through the Basel II process.
· Basel II has not adequately expected some risks such as a market decline in market liquidity since the safety market price has been deeply rooted by the Hani Bank, the financial self-confidence disappeared.
· Assessment of the implementation, the training of staff highlights the high price, especially for the Central and Eastern Europe countries.
· Banks in Discrimination between bank (Small and Large Banks).
· With a low rating for lower borrowing for the country at the time of transition.
· Increasing fusions and acquisitions of bank assumption degrees, through the bank in the system.
· Basel did not have the lowest leverage ratio so that the bank could not accept to maintain total combined assets.
· Basel II negligees the liquidity coverage ratio, since a bank cannot contain enough liquid resources to secure net cash flows
· Basel II does not have a fixed stable funding ratio, so the deal does not measure the amount of money available to the amount of funds available to the appropriate amount of funds required on expensive pressures.
· The differentiation of enthusiasm is based on the value of the applicant.

[bookmark: _Toc6610638][bookmark: _Toc6614055]4.4 Basel III

In 2008, the United States Lehman Brothers with many financial disasters announced bankruptcy in many banking sectors. The Basel Committee of the supervision decision minimizes the bank's financial disaster banking sector in December 2010 Basel III. After the financial crisis of the current world, the Basel committee felt unable to improve the current Basel II agreement and started working to build a new capital structure known as Basel III. Basel III is a reconstruction step, under the supervision of the banking sector, under the supervision of the banking sector, by the Basel Committee on the banking supervision, to strengthen risk management and to strengthen risk management, a comprehensive aggregation. Basel III measurement:	

· Improve the banking sector to afford to absorb rising financial and foreclosure stresses.
· Risk management and administration improvements.
· Strengthen bank transparency and release.
· Minimum common equity as a percentage of risk-weighted assets - 2% to 4.5% increase.
· The minimum Tier 1 is RWA 1% - 4% to 6% increases in capital.
· At least the entire capital Tier 1 and Tier 2 capital being the same level of 8% with both RWA percent.

In this way we can say that the Basel III policy is aimed at improving the capability of the banks to survive during economic and financial pressure, since the new policy is more stringent than the capital of the bank used in the sector and the beginning of the need for more liquidity.

[bookmark: _Toc6610639][bookmark: _Toc6614056]4.4.1 Basel III: Three Pillars Still Standing:  Three Pillar Basel posts are still standing under Basel III. Basel III is designed to address the vulnerabilities faced by the 2008 financial crisis. Basel Committee seems to be preparing banking industry for the future economic downturn. The framework includes macro-prudential regulations to increase bank-specific measures and to help create more stable banking sectors. Basel III's original structure remains unchanged with three mutually strong pillars.

· Pillar 1: At least the law enforcement capital requirements are based on risk-weighted assets to maintain capital, which is to be appreciated through the risk areas of appreciation, market and current situation.
· Pillar 2: Supervisory review processes the process of controlling the risks of the bank that is handling the tools and structures.
· Pillar 3: Market disciplines will increase the exposure of banks to increase transparency in banks.

[bookmark: _Toc6610640][bookmark: _Toc6614057]4.4.2 Key Points of Basel III accord: Banks should increase their main Tier 1 capital ratio by 4.5% by 2015. Additionally, 2.5% of their 2019 "counter-cyclical" capital savings will be borne by buffer. No bank fails to meet new requirements. It is expected that the shareholders will be banned from paying dividends until it develops its balance sheet. Financial Supervision: G20 wants more surveillance of regular risks at international and local levels.

· Derivatives:  By the end of 2012, G20 has called for greater clearing and privatizing, central clearing over-the-counter contracts.
· Hedge funds: Any specific sizes of funds that are in line with the G20 commitment should be approved and the supervisors should force them to report the data. There are private equity groups and restrictions on non-EU fund managers seeking European investors in a draft EU law.
· Accounting: The G20 Central-2011 wants general common global accounting rules.
· Credit rating agencies: G20 wants to be registered and supervised by the end of 2009. The EU has adopted a law for registration and direct supervision to implement this article. US law passed similar legislation this year.
· Pay: The G20 supports schemes designed to stop bonus schemes in banks, encouraging recognition of very short-term risks.
[bookmark: _Toc6610641][bookmark: _Toc6614058]4.4.3 Basel III Accords the main features:

· An additional common parity level - Capital Savings buffer inflation is 2.5%, which violates the demand for at least the common equity, for payment restrictions.
· Counter calculator is a capitalist known capitalist corporation, which limits the participation of banks during the economic growth, to reduce the risk of purchasing praise, which usually starts as following the economic cycle.
· It offers additional capital and liquidity, which will be assumed by the important bank, the legal bank, whose failure will threaten the banking system completely.
· One way ratio - the risk weight of the risk, the loss-drying capital of the capital is related to any bank's asset and unbalanced sheet exposure is initiated.
· Seeking the liquidity of the bank - he has a minimum liquidity ratio that allows the fund to cover enough cash for 30-day pressures.
· Additional proposals for the emergency bank, along with the improved capital and cross border supervision, and with a strong system for resolution.

Applying Basel III Treatment has been implemented in the Federal Reserve United States banks. It will be done step by step and will be completed by 2019. The Basel III Treaty has been criticized and it is further improved.
[bookmark: _Toc6610642][bookmark: _Toc6614059]4.4.5 Difference between Basel II to Basel III Regulatory Capital Ratio:

[bookmark: _Toc6620259]Table 4: 4 Difference between asking for the full capital of 8% and tier 1 is met with tier 2 capital
	Particular
	Tier 1 Capital Ratio
	Core Tier 1
	Capital Conservation Buffer

	Basel II
	4%
	2%
	None

	Basel III
	2013=4.5%
2014=5.5%
2015=6%
	2013=2%
2014=3.5%
2015=4.5%
	2016=0.6252%
2017=1.25%
2018=1.875%
2019=2.5%


[bookmark: _Toc6610643][bookmark: _Toc6614060]4.5 Basel-III differs from Basel I and II

The banks are divided into legal capital Tier 1and Tier 2 capitals. Tier 1 is subdivided into general equities Tier 1 and additional capital. Distinguishing is important because the safety instrument Tier 1 included in the capital is the highest level of subsistence. It is revealed that banks should be given more transparency.

[bookmark: _Toc6620260]Table 4: 5 Summaries of Basel I, II and III
		Basel I	
	Basel II
	Basel III

	Basel I increase the overall level of capital in the financial market.

	Basel II aims to redistribute capital on the average of the overall capital but with a more effective allocation of capital to maintain the same level.

	Basel III is aimed at increasing the government bonds in the bank's capital and solving their liquidity problems.



[bookmark: _Toc6610644][bookmark: _Toc6614061]

4.6 Basel Committee Secretariat:

The Secretariat Committee is preserved by the bank for international management of the bank. The principal member of the Secretariat is appointed by the professional supervisor on temporary security from the organization. FSI Organization Previously, the Secretariat organized a seminar for a yearly Supervisory Seminar in BIS for Bank Supervisors as a representative of a close Judiciary. In addition, the Secretariat operates in different training areas at the regional annual position. Secretariat's FSI and Supervisory area Group and others participate in organized seminary of the government group.

[bookmark: _Toc6610645][bookmark: _Toc6614062]Chapter-5

[bookmark: _Toc6610646][bookmark: _Toc6614063]5.1 Implementation of the Basel III in Bangladesh Bank

Basel III refers to the capital and liquidity of the International Banking System to agree to the stability of the International Banking System by the Bank for International Settlements (BIS). BIS is an international financial institution, BIS acts as a bank of central bank. In Bangladesh, Basel-I was launched in 1996 and 2010 Basel-II was launched (Parallel Run Basel I start year 2009). In line with Basel III, the Bangladesh Bank publishes “Guide lines on Risk Based Capital Adequacy” through BRPD circular number the 18-21th December 2014 and Basel III is growing implementation has started from 1st January 2015. Basel III complete implementation in Bangladesh will start from January 2019.

[bookmark: _Toc6610647][bookmark: _Toc6614064]5.2 Basel III Means for Bangladesh banking system:

Basel III Capital Rule is a criticism for the banking sector in Bangladesh. Banking sector as push the financial and economic pressure, which has reduced the risk of the fall of the source thus, has to be overtaken by the financial sector to take advantage of these real economies to be exploited.

[bookmark: _Toc6610648][bookmark: _Toc6614065]5.3 Key Issues for Bangladesh Banking Sector

Basel II is the third pillar of market discipline, which is related to further publication. The market participant should publish a more informed decision by the bank to make a more informed decision. Basel 3 strengthened the need for publishing any further publications, where any combination of the legal capital and legal capital of the bank. The demand for high capital also comes with the price. Trying to meet the bank inside, they might use a combination of strategic plans which may have adverse effects on the overall economic activity as a whole. In order to seek the new capital, the bank could introduce new simulations or increased retained income. However, it can be achieved by reducing dividend payments, increasing operating efficiency, reducing compensation and other costs, raising interest rates, increasing non-interest income. In addition, reducing the size of the debt reduces the risk-weighted assets, reducing the debt contract, reducing the term of the loan, reducing or decreasing unwanted resources, exposure to well-rated lenders and more.				
[bookmark: _Toc6610649][bookmark: _Toc6614066]5.3.1 Capital Standard

Before discuss that Basel III has two parts: Capital Standard and Liquidity Standard. Basel III's capital is composed of three layers, which are known as three pillars:
1. The covers of Pillar 1 the minimum capital, capital buffer and leverage
2. The covers of Pillar 2 Risk Management and Supervision
3. The covers of Pillar 3 Market Discipline
Capital Standard's Pillar 1 defines some aspect related to capital, which banks must maintain as the minimum capital. These two main factors are risk-weighted asset ratio (CRAR) and leverage ratio from the capital.
[bookmark: _Toc6610650][bookmark: _Toc6614067]5.3.2 Capital to Risk-weighted Asset Ratio

(CRAR= Total Eligible Capital/Risk Weighted Asset)
(CET 1 Capital to RWA= CET 1/Total RWA)
(Tier 1 Capital to RWA= Total Tier 1 Capital/Total RWA)
(Tier 2 Capital to RWA= Tier 2 capital/Total RWA)

All Bangladeshi Banks should maintain minimum capital ratio of 10% or more sustainable in 400 million which is higher 3. Along with this minimum capital, a capital conservation buffer (CCB) of 2.5% will be developed gradually by 2019. The upper ratio has two parts: appropriate capital and risk weight resources, as explained below.
[bookmark: _Toc6610651][bookmark: _Toc6614068]5.3.3 Leverage Ratio

To complement CRAR, a general non-risk-based leverage ratio has been introduced. CRAR risks using indicators as risk weighted asset/using total leverage ratio exposure. The leverage ratio is calculated as follows:
(Leverage Ratio= Tier 1 Capital/Total Exposure)
Banks should maintain minimum leverage ratio of 3%. In Bangladesh, the calculation of the leverage ratio will be monitored in 2016 and the need for reconsideration will be made in 2017. Banks will be forced to maintain leverage ratio since 2018.
[bookmark: _Toc6610652][bookmark: _Toc6614069]5.3.4 Liquidity Standard

Basel iii means the capital of liquidity standard as a supplement to the capital. It made two minimum values ​​for liquidity. It is Liquidity coverage ratio (LCR) and Net stable Funding Ratio (NSFR). In keeping with Basel III, the Bangladesh Bank has circulated "Guidelines Note on Liquidity Coverage Ratio (LCR) and Net Stable Fund Ratio (NSFR)” Given Disk Operating System Circular Number One date 1st January, 2015.
[bookmark: _Toc6610653][bookmark: _Toc6614070]5.3.5 Liquidity Coverage Ratio

To ensure the liquidity coverage ratio, a bank is determined to meet its liquidity requirements for 30 calendar days in a difficult time, which maintains a sufficient level of easy-to-replaceable assets of high quality cash, which is converted into cash. To calculate the LCR equation as below:
LCR=Stock of high quality liquid assets / Total net cash outflows over the next 30 days≥100%
[bookmark: _Toc6610654][bookmark: _Toc6614071]5.3.6 Net Stable Funding Ratio

The purpose of NSFR is to increase stability in the one-year horizon, through which banks provide to the funds through more stable sources of funding. NSFR limits the dependency on short-term funds during the market liquidity.
The equation to calculate NSFR as below:
NSFR=Available amount of stable funding / required amount of stable funding
The minimum standard for NSFR shall be greater than 100.

[bookmark: _Toc6610655][bookmark: _Toc6614072]5.4 Bangladesh Bank Capital Accord Basel III

With the best international practice of Bangladesh bank issued guidelines on risk-based capital equality (Corrected Regulatory Capital Framework for Line Bank Basel III through BRPD Circular No. 18 on December 23) 2014. BB is the main feature of this new regulatory guide the capital measurements are as follows:
A. To ensure the quality of the capital and the level increase that bank is able to absorb well unexpected Damage associated with banking operation. For this Finish, the capital component is divided into 2 (two) Tiers, namely,
1. Formed Tier 1 capital

I. General Equity Level 1 (CE1) - mainly included

· Paid-up share capital
· Non-repayable share premium
· Statutory reserve
· Retained earning
· Dividend equalization account etc

II. Extra Tier 1 capital, included

· Bank paid instruments (such as bonds) Subject to the following criteria

· Maturity time - shall be the instrument be permanent, such as a certain maturity;
· Repurchase / buy-back / redemption-Principal of the device can be repurchase / repaid by releasing Only with BB's prior approval;
· Dividend Discretion - Bank must be of course there are always complete considerations for cancellation Distribution / Payment.

2. Formed Tier 2 Capital
· General provisions in unclassified debt and exposure to off balance sheet; And
· Loan / instrument under issued by the bank.

BB also determined the necessary deductions from Tier 1 and Tier 2 capital.

B. Increase the risk coverage of the capital structure;
C. Serve as a backstop to introduce leverage ratio Risk based capital measurement;
D.  Raise standards for supervisory review Process;
E. Expand quantitative and qualitative expression the direction for the stakeholders.

BB also sets the minimum and maximum limit Ratio for a capital adequacy ratio starting from January 2015, full phases Implementation of capital ratio from January 2020 under:

· Total Risk Weighted Assets (RWA) at least 4.50% Common Equity Level 1 (CET1);
· Tier 1 capital will be at least 6.0% of the total RWA;
· Minimum capital from risk-weighted asset ratio (CRAR) will be 10% of RWA;
· Minor CRAR, besides capital, Reserve buffer (CCB) @ 2.50% should be maintained in the form of CET1;
· Tier 2 capital can be admitted up to the highest total RWA 4.0% or CET1's 88.89% to 4.0% which is higher;
· Minimum total capital plus capital reserve Buffer should be 12.50%.

[bookmark: _Toc6610656][bookmark: _Toc6614073]5.4.1 Capital Conservation Buffer: Banks should maintain 2.5% capital saving buffer, with a minimum of 10% controller minimum capital requirement, with the existing equity Tier 1 capital. If the capital level falls within this limit, the banks cannot distribute the capital (i.e. dividend or bonus by any means).  However, when they fall in the familiar environment due to the unfolding of their capital, they will be able to manage as normal business as usual. Therefore, the imposed limitations are not only related to distribution and operations of banks. When the banks increase their range of capital levels, the restrictions that are distributed to banks are "The levels of capital reach the lowest requirements." Basel III, the new capital reserve market in Bangladesh is still not implemented in most banks.
The general equity Tier 1 ratio used to be used to meet 4.5% of the general equity Tier 1 capital requirement, but to meet any additional common equity Tier 1 requirement 7% Tier 1 and 10% of the entire capital to be pruned. For example, a bank common equity Tier 1 maintains 8% capital, 1% additional rows 1 and 1% tier 2 capitals. Therefore, all the capital's capital came to be sought, but there was a zero conservation conflict, and therefore, the bank was 100% limited by the bonus, as per the requirement of share-buybacks and bonus on the distribution of capital. If a bank has no less than 7% fixed income and there is a general equity Tier 1 ratio, it should not make sure net distribution.

[bookmark: _Toc6620261]Table 5: 1 Individual bank’s minimum capital conservation standards
	CET1 Ratio

	Minimum Capital Conservation Ratio  (expressed as percentage of earnings) 

	4.5% - 5.125%

	100%


	>5.125% - 5.75%

	80%

	>5.75% - 6.375%

	60%

	>6.375% - 7.0%

	40%

	>7.0%

	0%



[bookmark: _Toc6610657][bookmark: _Toc6614074]5.4.2 Transitional arrangements: The commencement of the commence changes in the new value which helps ensure that the banking sector can meet the high capital values ​​through imposing reasonable income and withdrawing the capital, although the economy still has to support lending. In line with the Basel III structure, the Bangladesh Bank has introduced a transitional arrangement for implementation of Basel III. In order to implement Basel III in Bangladesh phase-in will be followed as follows:

[bookmark: _Toc6620262]Table 5: 2 Phase-in systems for Basel III Roadmap implementation in Bangladesh
	Particulars
	2015
	2016
	2017
	2018
	2019
	2020

	Minimum Common Equity Tier-1 (CET-1) Capital Ratio 

	4.50%

	5.50%

	6.00%

	6.00%

	6.00%

	6.00%


	Plus Capital Conservation Buffer 

	
	0.625%

	1.25%

	1.875%

	2.50%

	2.50%


	Minimum CET-1 plus Capital Conservation Buffer 

	4. 50%

	6.125%

	7.75%

	7.875%

	8.50%

	8.50%


	Minimum T-1 Capital Ratio 

	5.50%

	5.50%

	6.00%

	6.00%

	6.00%

	6.00%


	Minimum T-2 Capital Ratio 

	4.5%
	4.5%
	4.0%
	4.0%
	4.0%
	4.0%

	Minimum Total Capital Ratio 

	10.00%

	10.00%

	10.00%

	10.00%

	10.00%

	10.00%

	Minimum Total Capital plus Capital Conservation Buffer 

	10.00%

	10.625%

	11.25%

	11.875%

	12.50%

	12.50%

	Phase-in of deductions from CET1


	Excess Investment over 10% of a bank’s equity in the equity of banking, financial and insurance entities2

	20%
	40%
	60%
	80%
	100%
	100%

	Phase-in of deductions from Tier 2 Revaluation Reserves (RR)3


	RR for Fixed Assets, Securities and Equity Securities 

	20%

	40%

	60%

	80%

	100%

	100%

	For Liquidity management, BBI Introduced different ratios under:

	Particulars
	2015
	2016
	2017
	2018
	2019

	Leverage Ratio 

	3% 

	3% 

	3% 
Readjustment 
	Migration to Pillar 1 


	Liquidity Coverage Ratio  (LCR)

	≥100% 
(From Sep.) 
	≥100% 

	≥100% 

	≥100% 

	≥100% 


	Net Stable Funding Ratio  (NSFR)

	> 100% 
(From Sep.) 
	>100% 

	>100% 

	>100% 

	>100% 




[bookmark: _Toc6610658][bookmark: _Toc6614075]Chapter-6: DBBL Basel III Risk Based Capital Adequacy Ratios

[bookmark: _Toc6610659][bookmark: _Toc6614076]6.1 Basel III (Risk Based Capital Adequacy Ratio for banks) Implementation in Dutch-Bangla Bank Limited 

The implementation of Basel III of DBBL was started in 2015, the bank fulfill all the major requirements of Bangladesh Bank. DBBL Bank has fulfilled all the reporting requirements set by the central bank by 2015. In addition to Capital to risk-weighted asset ratio [CRAR], DBBL evaluates liquidity Coverage Ratio (LCR), Net Stable Fund Ratio (NSFR) and leverage ratio and submit the same in Bangladesh Bank Scheduled time. An implementation committee headed by the Operation Committee has been formed. Basel III provides good training for proper training at office and abroad and executes better Basel III. DBBL have issued BDT 6.5 billion worth of bond to meet its Tier 2 Capital. 

[bookmark: _Toc6610660][bookmark: _Toc6614077]6.2 The comparative fixed of the controlling capital position Basel III is as follows 31 December 2017-2015 is as under:
A. Amount of Common Equity Tier 1 (CET1)	                                         in million taka
	Particulars
	2017
	2016
	2015

	Paid up share capital
	2000.0
	2000.0
	2000.0

	Non-repayable share premium account
	11.1
	11.1
	11.1

	Statutory reserve
	9193.0
	8134.4
	7487.6

	Dividend equalization account
	1566.8
	1366.8
	966.8

	Retained earnings
	5846.8
	5237.2
	5321.9

	Sub-Total CET 1 capital [A]
	18617.7
	16750.0
	15787.4

	Minus Deferred tax assets against the specific loan loss provision from CET 1 capital*
	2024.5
	1812.4
	1057.6

	Net Common Equity Tier 1 (CET1)
	16593.2
	14937.6
	14729.8


[bookmark: _Toc6620263]Table 6:  1 Amount of Common Equity Tier 1 (CET1)

B. Additional Tier 1 Capital						                 in million taka
			Particulars
	2017
	2016
	2015

	Non-cumulative irredeemable preference shares
	-
	-
	-

	Instruments issued by the banks that meet the qualifying criteria for AT1
	-
	-
	-

	Others (if any item approved by Bangladesh Bank)
	-
	-
	-

	Sub-Total AT1 Capital [B]
	-
	-
	-


[bookmark: _Toc6620264]Table 6:  2 Additional Tier 1 Capitals

C. Total Tier 1 capital [A+B]                                                                            in million taka
	Particulars
	2017
	2016
	2015

	Net Common Equity Tier 1 (CET1)
	16593.2
	14937.6
	14729.8

	Sub-Total AT1 Capital [B]
	-
	-
	-

	Total Tier 1 capital [A+B]
	16593.2
	14937.6
	14729.8


[bookmark: _Toc6620265]Table 6:  3 Total Tier 1 capitals [A+B]


D. Tier 2 Capital                                                                                                in million taka
	Particulars
	2017
	2016
	2015

	General provision against unclassified loans and off balance sheet exposures (Including OBU)
	2772.7
	2326.6
	1625.8

	Subordinated debt capital
	6550.6
	3700.1
	4401.9

	Revaluation Reserves as on 31 December 2014 (50% of Fixed Assets and HTM Securities)
	475.2
	475.2
	475.2

	Gross total Tier 2 Capital
	9798.5
	6501.9
	6502.9

	Revaluation Reserves for Fixed Assets, Securities (40% for the year 2016) from Tier 2 capital
	285.1
	190.1
	95.0

	Net Tier 2 Capital                                                                                                               
	9513.4
	6311.8
	6407.9


[bookmark: _Toc6620266]Table 6:  4 Tier 2 Capitals

E. Total eligible capital [C+D]				                            in million Taka
	Particulars
	2017
	2016
	2015

	Total Tier 1 capital
	16593.2
	14937.6
	14729.8

	Net Tier 2 Capital                                                                                                               
	9513.4
	6311.8
	6407.9

	Total Eligible Capital [A+B+C-D]
	26106.6
	21249.4
	21137.7


[bookmark: _Toc6620267]Table 6:  5 Total Eligible Capital

F. Total Risk Weight Assets (RWA)                                                                             in million taka                                        
	Particulars
	2017
	2016
	2015

	Total Credit Risk [i]
	151920.8
	136995.9
	130062.0

	Market Risk [ii]
	3124.0
	2364.9
	1682.2

	Operational Risk [iii]
	25085.8
	22804.4
	22804.4

	Total Risk Weighted Assets (RWA) [I + II + III]
	180130.6
	162165.2
	154548.6


[bookmark: _Toc6620268]Table 6:  6 Total Risk Weight Assets (RWA)

Total capital, CET1 capital, Total Tier 1 capital and Tier 2 capital ratio:   In percentage
	Particulars
	2017 Ratio (%)
	2016 Ratio (%)
	2015 Ratio (%)

	Total Capital to Risk-weighted Asset Ratio (CRAR)
	26106.6/180130.6*100=14.5%
	21249.4/162165.2*100=13.1%
	21137.7/154548.6*100=13.7%

	Common Equity Tier 1 Capital to Risk-weighted Asset Ratio
	16593.2/180130.6*100=9.2%
	14937.6/162165.2*100=9.2%
	14729.8/154548.6*100=9.5%

	Total Tier 1 Capital to Risk-weighted Asset Ratio
	16593.2/180130.6*100=9.2%
	14937.6/162165.2*100=9.2%
	14729.8/154548.6*100=9.5%

	Tier 2 Capital to Risk-weighted Asset Ratio
	9513.4/180130.6*100 =5.3%
	6311.8/162165.2*100=3.9%
	6407.9/154548.6*100=4.2%


[bookmark: _Toc6620269]Table 6:  7 Total capital, CET1 capital, Total Tier 1 capital and Tier 2 capital ratios



Regulatory Capital Position of DBBL


[bookmark: _Toc6621157]Figure 6:  1 Regulatory Capital Position of DBBL

Capital Adequacy Ratio/Capital to Risk-weighted Asset Ratio of DBBL

[bookmark: _Toc6621158]Figure 6:  2 Capital Adequacy Ratio/Capital to Risk-weighted Asset Ratio of DBBL


Bangladesh Bank through Basel III should be Common Equity Tier 1 Capital to Risk-weighted Asset Ratio with conversion buffer 2015-4.5%, 2016-5.125% and 2017-5.75% then Tier 1 Capital to Risk-weighted Asset Ratio should be 2015-5.5%, 2016-5.5% and 2017-6.0% then Total Capital to Risk-weighted Asset Ratio (CRAR) should be 2015-10.0%, 2016-10.625% and 2018 11.875%. So, DBBL surplus their requirement to Total Capital to Risk-weighted Asset Ratio (CRAR), Common Equity Tier 1 Capital to Risk-weighted Asset Ratio and Tier 1 Capital to Risk-weighted Asset Ratio to 2015-2017. Under shows capital adequacy ratio of DBBL:






	Particulars
	BB Basel III Requirement
	DBBL 2015
	DBBL 2016
	DBBL 2017

	
	2015
	2016
	2017
	
	
	

	Total Capital to Risk-weighted Asset Ratio (CRAR)
	10.00%
	10.625%
	11.25%
	13.7%
	13.1%
	14.1%

	Common Equity Tier 1 Capital to Risk-weighted Asset Ratio 
	5.5%
	5.125%
	5.75%
	9.5%
	9.2%
	9.2%

	Total Tier 1 Capital to Risk-weighted Asset Ratio
	5.5%
	5.5%
	6.0%
	9.5%
	9.2%
	9.2%


[bookmark: _Toc6620270]Table 6:  8 Capital Adequacy Ratio of DBBL

DBBL considering the existing capital requirements, the quarterly rest of portfolio size, various risk weight portfolio density group, asset quality, profit trend etc, by evaluating the capital requirement. The bank also predicts the adequacy of capital in terms of its capacity to produce internal capital, Portfolio size maintaining portfolio size, asset quality, credit rating, separation, risk weight group etc. etc. 31 December 2017, maintaining the total capital of the bank (CET1 / Level 1 and level 2) 26.1 billion 20 against the minimum requirements including capital. Buffett reserves 5.8 billion taka in 8 billion taka. Bank's Capital-Risk Asset Ratio (CRAR) 31 as of December 2007 was 14.5% (CET1 9.2% in capital) and Tier 2 capitalized 5.3%) consolidating minimum capital against regulatory requirements buffer 11.25%. There is surplus capital between both absolute quantities and proportion (CRAR) which is considered adequate to absorb the risk of all the components Banks may be exposed in the future. More than bank maintenance provides adequate capital against regulatory requirements and keep ensure the confidence of investors, depositors and others partners.


[bookmark: _Toc6621159]Figure 6:  3 DBBL Yearly Change CRAR, CET 1 and Tier 1 Ratio

DBBL increase to surplus Tier 1 to capital 2015-9.5%, 2016-9.2% and 9.20% then Bangladesh Bank rule if Tier 1 capital cross to >7% minimum capital requirement from zero conversion buffer to 100% constraint on distribution of capital by way of dividends, share buybacks and bonus. When DBBL have loosed profit their bank then they can be cope up their capital conservation buffer.

Capital Conservation Buffer
	Particulars
	2017
	2016
	2015

	Risk Weighted Assets [A]
	180130.6
	162165.2
	-

	Rate of Capital Conservation Buffer for 2017 in Percentage [B]
	1.25%
	0.625%
	-

	Amount of Common Equity Tier 1 (CET 1) Capital is
required as Capital Conservation Buffer [ C = A x B ]
	2251.6
	1013.5
	-


[bookmark: _Toc6620271]Table 6:  9 Capital Conservation Buffer

Under to follow 2015-17 three risk capital requirement:
Credit Risk for Capital requirement                                                               in million taka
	Particulars
	Risk Weighted Assets (RWA)
	Minimum Capital Requirement
(MCR)

	Credit Risk
	2017
	2016
	2015
	2017
	2016
	2015

	On-balance sheet
	139822.2
	127731.2
	121909.8
	13982.2
	12773.1
	12191.0

	Off-balance sheet
	12098.6
	9264.7
	8152.2
	1209.9
	926.5
	815.2

	Total Credit Risk
	151920.8
	136995.9
	130062.0
	15192.1
	13699.6
	13006.2


[bookmark: _Toc6620272]Table 6:  10 Credit Risk for Capital requirement

Market Risk for Capital requirement                                                             in million taka
	Particulars
	Risk Weighted Assets (RWA)
	Minimum Capital Requirement
(MCR)

	Market Risk
	2017
	2016
	2015
	2017
	2016
	2015

	Interest Rate related instrument
	-
	-
	-
	-
	-
	-

	Equities
	22.6
	22.6
	22.6
	2.3
	2.3
	2.2

	Foreign exchange position
	3101.4
	2342.3
	1659.6
	310.1
	234.2
	166.0

	Commodities
	-
	-
	-
	-
	-
	-

	Total Market Risk
	3124.0
	2364.9
	1682.2
	312.4
	236.5
	168.2


[bookmark: _Toc6620273]Table 6:  11 Market Risk for Capital requirement

Operational Risk for Capital requirement                                                      in million taka
	Particulars
	Risk Weighted Assets (RWA)
	Minimum Capital Requirement
(MCR)

	Year
	2017
	2016
	2015
	2017
	2016
	2015

	Operational Risk
	25085.8
	22804.4
	22804.4
	2508.6
	2280.4
	2280.4

	Total Operational Risk
	25085.8
	22804.4
	22804.4
	2508.6
	2280.4
	2280.4


[bookmark: _Toc6620274]Table 6:  12 Operational Risk for Capital requirement








Total Risk Weight Assets (RWA) Total minimum capital required (MCR) and the total eligible regulatory Capital                                                                                                in million taka                                        
	Total Risk Weighted Assets (RWA) for Credit Risk

	Particulars
	2017
	2016
	2015

	Total Credit Risk [i]
	151920.8
	136995.9
	130062.0

	Market Risk [ii]
	3124.0
	2364.9
	1682.2

	Operational Risk [iii]
	25085.8
	22804.4
	22804.4

	Total Risk Weighted Assets (RWA) [I + II + III]
	180130.6
	162165.2
	154548.6

	Total Minimum Capital Requirement (MCR) for Credit Risk

	Particulars
	2017
	2016
	2015

	Total Credit Risk [i]
	15192.1
	13,699.6
	13,006.2

	Market Risk [ii]
	312.4
	236.5
	168.2

	Operational Risk [iii]
	2508.6
	2280.4
	2280.4

	Total Minimum Capital Requirement (MCR) [I + II + III]
	18013.1
	16216.5
	15454.9

	Total Eligible Regulatory Capital
	26106.6
	21249.4
	21137.7


[bookmark: _Toc6620275]Table 6:  13 Total (RWA) Total (MCR) and the total eligible regulatory Capital


[bookmark: _Toc6621160]Figure 6: 4 RWA Asset Compositions

Liquidity Coverage Ratio (LCR)

Liquidity coverage Ratio a bank ratio that uniquely identifies the quantity of high quality liquid assets, which are used to cash in on the downside, referred to by a very poor short-term arrivals of cash-carrying cash being used to cash in on cash outflows. The precise situation involved the collapse of both institution-oriented and business-driven financial scenarios in the real-world scenarios of financial disaster experience. The purpose of the communication LCR is to ensure adequate maintenance, high-tariff assets, which can convert cash, to ensure its liquidity for a 30-day time horizon below the strong intensity of the situation. Leads to the process and method of asset liability policy DBBL resolve the risk of liquidity. The reference (function) approved by ALCO works under certain conditions Board. Under the supervision of top management, the Treasury Department (Front Office) and the ALM Desk review the overall liquidity position of DBBL and adopt appropriate strategies and process the bank's liquidity with the location of the industry for risk management. Bangladesh bank guideline if bank have financial crises faced then bank easy 30 days into liquidity asset to can be money convert. So, BB Basel required LCR increase 100% ratio after those bank follow Basel III. So DBBL before 3 years cross to 100% LCR. Under the table given the information:

Liquidity Coverage Ratio (LCR) = stock of high quality liquid assets/net cash outflows over the next 30 calendar days
	Stock of high quality liquid assets
	Net cash outflows over the next 30 calendar days


	2015
	2016
	2017
	2015
	2016
	2017

	41638.4
	60069.2
	59363.0
	36091.4
	46244.0
	47469.7

	2015
	2016
	2017

	41638.4/36091.4*100=115.4%
	60069.2/46244.0*100=129.9%
	59363.0/47469.7*100=125.1%

	Particulars
	Ratio %

	
	BB Requirement
	DBBL’s Position

	Liquidity Coverage Ratio (LCR)
	≥100%
	2015
	2016
	2017

	
	
	115.4%
	129.9%
	125.1%


[bookmark: _Toc6620276]Table 6:  14 Liquidity Coverage Ratios (LCR)


[bookmark: _Toc6621161]Figure 6:  5 Liquidity Coverage Ratios (LCR)

Net Stable Funding Ratio (NSFR)

For the one year of NSFR, the need for instant liquidity requirement from the minimum amount of funds of the bank's funds related to the liquidity profiles of the asset as well as the balance sheet commitment. During the NSFR credit crash, the short-term wholesale funds restrict the dependency.  So Bangladesh Bank through given Basel III Net stable funding ratio will be increase 100% if bank cross 100% they follow Basel III and those bank easy liquidity to money. DBBL they were making NSFR before three years increase 100%. So DBBL increase 100% NSFR they are follow to Basel III. Given Under DBBL NSFR report:




Net Stable Funding Ratio (NSFR) = Available amount of stable funding (ASF)/required amount of stable funding (RSF)
	Available amount of stable funding (ASF)
	Required amount of stable funding (RSF)


	2015
	2016
	2017
	2015
	2016
	2017

	183804.5
	202620.0
	235128.0
	154892.6
	172854.2
	203291.8

	2015
	2016
	2017

	183804.5/154892.6*100=118.7%
	202620.0/172854.2*100=117.2%
	235128.0/203291.8*100=115.7%

	Particulars
	Ratio %

	
	BB Requirement
	DBBL’s Position

	Net Stable Funding Ratio (NSFR)
	>100%
	2015
	2016
	2017

	
	
	118.7%
	117.2%
	115.7%


[bookmark: _Toc6620277]Table 6:  15 Net Stable Funding Ratio (NSFR)


[bookmark: _Toc6621162]Figure 6:  6 Net Stable Funding Ratios (NSFR)

Leverage Ratio

First and foremost, the leverage ratio of the bank is maintained (The total coordinated and closed balance sheet ratio as Tier 1 capital asset) is better than the controller requirement above. This is the end, interesting balance sheet components, namely, deposits and loans, loans & progress, other liquid assets (Treasury bills, bonds, and funding locations) Monthly basis analysis. Balance containers are holding increasing overall size (Considering short-term) collectively balance exposure and closure of the balance sheet possible growth aspect of industrial index and equity (Tier 1 capital) bank quarterly rest. 
In case of excessive leverage management, the situation is controlled by financial policy initiatives, such as expected opportunities Business potential (growth) estimated money supply, inflation, as a result In addition to the industry, the estimated overall liquidity of the bank is considered special. The balance sheet exposes the overall position of the bank accounts and the applicable conditions are presented as the reporting date, relevant accounting standards, such as IASs (BASs), IFRS (BFRs) etc. The assets and liabilities are also created where the total measurement of asset and liability accounting value is presented the related accounting standards and compliance regulatory guidelines are approved. To calculate "leverage", follow the 'leverage ratio' method of DBBL / according 3% increase to follow the advice of the Bangladesh Bank. So DBBL before 3 years increase 3% leverage Ratio. So, DBBL follow Basel III Leverage ratio:		

Leverage Ratio (LR) = Tier 1 Capital (after related adjustment)/Total Exposure (after related adjustment)

	Tier 1 Capital (after related adjustment)
	Total Exposure (after related adjustment)


	2015
	2016
	2017
	2015
	2016
	2017

	14634.8
	14747.5
	16593.3
	252848.1
	284534.5
	322188.4

	2015
	2016
	2017

	14634.8/252848.1*100=5.7%
	14747.5/284534.5*100=5.2%
	16593.3/322188.4*100=5.2%

	Particulars
	Ratio%

	
	BB Requirement
	DBBL’s Position

	Leverage Ratio(LR)

	>3%
	2015
	2016
	2017

	
	
	5.7%
	5.2%
	5.2%


[bookmark: _Toc6620278]Table 6:  16 Leverage Ratio


[bookmark: _Toc6621163]Figure 6:  7 Leverage Ratios (LR)

The Dutch-Bangla Bank Limited has followed all the requirements of the Bangladesh Bank. From 2015 to 2017, they exceeded all Common Equity Tier 1, Total tier 1, and capital conversion buffer, capital to risk-weighted asset ratio, leverage ratio, liquidity coverage ratio and net stable finding ratio. So finally, Dutch-Bangla Bank Limited can implement Basel 3 before the year 2019.


[bookmark: _Toc6610661][bookmark: _Toc6614078]6.3 DBBL Risk Management System:

[bookmark: _Toc6610662][bookmark: _Toc6614079]6.3.1 Credit Risk: The main features of DBBL Credit Risk Management Policies and Procedures as follows:

· Credit Policy:  Considering credit policy / manual set to be appreciated by risk management and other rules and regulations till Bangladesh Bank can be operated from time to time the rules of the Bangladesh Bank will be considered for risk management and other rules. The policy is based on the principles of sound borrowing policy and reliability, and the decision making policy is based on the principles of correct financial, practice management honesty, industrial, technical analysis, outstanding effort of the environment, loan agency, company information.

· Credit Approval: Balance level like debt monitoring, supervision and recovery with provisions for primary level systems such as authority, each credit operation and screening, risk, identification, management assessment and credit risk.
· Independent Credit: Independent Credit Risk Management Division to evaluate the credit risks and recommend the decay methods and strategies during the processing of credit proposals by the business sections for approval.
· Separate credit: The Department of Credit Administration ensures that Free Security Documents are freely distributed. DBBL is basically going through a unique process of reviewing security documents by the second legal advisor other than the investigating lawyer. Section borrowers follow the terms and conditions of agreement with the loan agreement.
· Independent Management Division: An independent and fully intelligence special asset management department, credit performance and recovery monitoring, presenting criminals in the portfolio of signs and improving credit quality. This category ensures the risk of debt portfolio and significant debt loss. There is a detective and high level management recovery committee to deal with debt problems for general and highest suitability settlement.
· Credit Operation: Internal control and compliance departments are confirmed deal with independently verified and at least one year, authorized credit, Bangladesh Bank guidelines, procedures, internal control, documentation and overall credit risk eligibility management system.
· Reporting Board: The all quality, performance, recovery status, risk situation, adequacy of the provision of loan portfolio are regularly reported to the Board of Directors, Executive Committee, Risk Management Committee on information and guidance.

[bookmark: _Toc6610663][bookmark: _Toc6614080]6.3.2 Market Risk Management: Market risk manages the bank's Treasury Department of liquidity, surveillance from interest rates and foreign exchange risk assets-liability management Committee (ALCO) is a senior officer of the bank. ALCO filled at least once a month. Risk Management Division also recommends portfolio density for holding market risk parameters for monthly RWA reviews.

[bookmark: _Toc6610664][bookmark: _Toc6614081]6.3.3 Operation Risk Management: DBBL is using check to hacking operation risk Departmental control Function Check List (DCFCL) from Bangladesh bank with their own Quarterly Operation Report (QOR) recommendation. It should submit the statement of self-assessment of self-assessment of Bangladesh Bank quarterly anti-fraud fraud. Their money laundering and finance activities control to CAMLCO. This process control customer service and complaint management and dual control protect to software.
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[bookmark: _Toc6610666][bookmark: _Toc6614083]7.1 Finding to Recommendation

Basel III is published in Bangladesh in 2015, but the bank is not maintaining it correctly. Capital Conversion Buffer of capitalism is an emergency element that avoid in the bank. This thing should be applied because it is included in Basel III.

Following the instructions of the Bangladesh Bank, "Risk-Based Capital Adequacy Ratio Guidelines (Corrected Regulatory Capital Framework for Banks for Banks with Basel III)", I understand that this is a pretty complex instruction that demands separate banks for implementation. Without training, the whole banking industry is very difficult to understand the standards of quality worldwide. After talking to my teacher and talking to the bank staff, I found Basel III. Basel III became mandatory for all the scheduled banks in Bangladesh since January 2015 the common equity Tier 1 strategy of the policy maintains DBBL the CRAR ratio is a little more. DBBL has implemented Basel 3 in 2015. In 2015-2017, it is important because DBBL Basel III submitted the complete Basel Report with the capital ratio to the Bangladesh Bank. They followed all the policies of Basel offered by the Bangladesh Bank. 
Dutch-Bangla Bank Limited did not talk about their annual report Tier 2. DBBL Bangladesh is now number 1 bank. DBBL could follow 3 but could not implement some Basel 3, they are deceiving. Again City Bank, Brac Bank, Mercantile Bank, Standard Chartered Bank, HSBC Bank, MTBL Bank are better banks, they can follow Basel 3. And if the public banks think they can follow Basel, then Basel 2, 3 could not follow. DBBL should make their annual report well. From 2015-2017 they have been creating Basel 3 similarly pattern.

[bookmark: _Toc6610667][bookmark: _Toc6614084]7.2 Conclusion

Dutch-Bangla Bank Limited banking industry is a successful private commercial bank. This is the main goal of a safe and stable growth. After years of bank was practicing conservative banking years. So much, this new technology has been made for more transparent central management for each region of the bank. Dutch-Bangla Bank extends resources and services widely for the client. DBBL spells a powerful picture for its social cause’s program bank. They implemented according to the Bangladesh Bank Basel III sample. 

Internationally some committees are now recognizing the importance of effective supervision of the banking industry, because if the industry continues to work itself, it will get very much below the world global economy. In Basel III will be fully implemented by 2019. Basel III banks there hardly follow the detailed policy and banks report more efficiently and transparently or accurately. Theoretically, 12.50% of the Total Capital plus Conservation Buffer can be frustrating for banks in 2019 and can turn hostile business environment in Bangladesh. It is seen in the real world that adequate capital cannot save a bank or not. 
However, no harm has been made to maintain a restricted capital in accordance with the according Bangladesh Bank policy for any economic disaster. Prevention it’s better to cure the world of the world - An analysis of the world is now thinking.
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CET1/ Tier 1 Capital	2017	2016	2015	16308.1	14747.5	14634.8	Tier 2 Capital	2017	2016	2015	9798.5	6501.9	6502.9	
CET1/Tier1 Capital Ratio	2015	2016	2017	9.5000000000000043E-2	9.2000000000000026E-2	9.2000000000000026E-2	Tier 2 Capital Ratio	2015	2016	2017	4.2000000000000023E-2	3.9000000000000014E-2	5.3000000000000012E-2	
DBBLYearly Change Ratio
Total Capital to Risk-weighted Asset Ratio (CRAR)	BB 2015	BB 2016	BB 2017	DBBL 2015	DBBL 2016	DBBL 2017	0.1	0.10625000000000002	0.1125	0.13700000000000001	0.13100000000000001	0.14100000000000001	Common Equity Tier 1 Capital to Risk-weighted Asset Ratio 	BB 2015	BB 2016	BB 2017	DBBL 2015	DBBL 2016	DBBL 2017	5.5000000000000014E-2	5.1249999999999955E-2	5.7500000000000023E-2	9.5000000000000043E-2	9.2000000000000026E-2	9.2000000000000026E-2	Total Tier 1 Capital to Risk-weighted Asset Ratio	BB 2015	BB 2016	BB 2017	DBBL 2015	DBBL 2016	DBBL 2017	5.5000000000000014E-2	5.5000000000000014E-2	6.0000000000000032E-2	9.5000000000000043E-2	9.2000000000000026E-2	9.2000000000000026E-2	
Credit Risk	Market Risk	Operational Risk	On-Balance sheet	Off-Balance sheet	151920800000	3124000000	25085800000	139822200000	12098600000	Liquidity Coverage Ratio (LCR)
BB Requirement ≥100%	2015	2016	2017	1.1539999999999881	1.2989999999999893	1.2509999999999879	Percentage Change

Net Stable Funding Ratio (NSFR)
BB Requirement 	>	100%	DBBL 2015	DBBL 2016	DBBL 2017	1.1870000000000001	1.171999999999991	1.157	In Percentage

Leverage Ratio (LR)
BB Requirement 	>	3%	DBBL 2015	DBBL 2016	DBBL 2017	5.7000000000000023E-2	5.1999999999999998E-2	5.1999999999999998E-2	In Percentage Change
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