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January 06, 2019

Mohammad Amzad Hossain
Assistant Professor-AIS
School of Business & Economics
United International University

Subject: Submission of Internship Report.

Dear Sir,
It is a great delight that you have conferred me a chance to submit the report entitled, “Investment Performance of Islami Bank Bangladesh Ltd.”. This was assigned by internship and placement office as a partial requirement of the internship program a prerequisite for the completion of the BBA Course.
The Islami Bank Bangladesh Limited is a financial organization operating its business in Bangladesh market since 1983 with a very high level of prosperity and customer gratification and uncompromised quality.
Finally I have tried my level best to avoid my lacking’s and hope that my report will gratify you and I would like to thank you express my gratitude for your supportive thoughts and kind consideration to prepare and submit this report.  

Yours truly,
Md. Tareque Aziz
ID: 114151039

BBA in AIS
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[bookmark: _Toc534485998]Executive Summary

The internship report on Investment Performance in Bank: A Look from Islami Bank Ltd. as required by the Supervisor Mohammad Amzad Hossain, Assistant Professor-AIS, School of Business & Economics, United International University. The purpose of the study are to evaluate and analyze the Performance of Investment about Islami Bank Bangladesh Limited, to know out the performance of investment process and recovery system, to analyze different modes-wise investment, to analyze sector-wise and division-wise investment, to evaluate the investment performance of IBBL within the banking industry. Both Primary and secondary data are used to prepare this report.

The report is divided into five chapters. The first chapter of this study is deals with introduction of investment management performance, analysis of those performance of IBBL, an overview of IBBL. The second chapter deals with Organizational Background & Industry Perspective of IBBL. The third chapter deals with the objectives of this report. The fourth chapter deals with methodology of the study to conduct the report with a principle. In the last chapter it deals with the findings of the study, about to the conclusions and recommendations of this report.   

The main finding of the report are as follows: The deposit has increase from Tk 473140 in 2013 to Tk 755022 in 2017 million. However, the growth rate of deposit has fluctuated over the year. The investment has increased over the years from Tk 406817 million in 2013 to Tk 710728 in 2017. However the growth rate of investment has fluctuated over the years. Maximum amount of investment of IBBL was in SME in 2017 which is 42% of total investment in 2017. IBBL invest major portion of investment in Bai Murabaha that is 55.17% in 2013 to 58.84% in 2017. The classified investment has increased from Tk 14941.90 million in 2013 to Tk 25518.61 million in 2017 and it also shows the investment performance among the two others Shari’ah Based Islami Banks.	

Some recommendations of the report are: IBBL has an increasing trend of deposits. They need to maintain and improve this trend by extending Branches, introducing newer schemes, and providing more improved customer service. They should establish separate Recovery Unit, and division wise recovery monitoring team to reduce the classified investment. The customers should be analyzed by collection information from credit information bureau or past behavior.






Chapter-01
Methodology of the Study
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Research Design: 
This report is descriptive in nature which briefly analyzes the “Investment Performance of Islami Bank Bangladesh Limited”. It has been administered by collecting secondary data. Annual reports of IBBL were the major secondary data sources in this regard. The report is prepared by helping of 5 years data from 2013 to 2017.

A. Type of Data:
Both primary & secondary data have been used to analyze the performance of investment of Islami Bank Bangladesh Limited.
Primary Data Sources:
· Face-to-face conversation and informal meeting with Officers & staffs of the Branch
· Informal conversation with clients
· Practical work exposures from the different desks of the Branch covered
· Observation of day-to-day activities
· Discussion with our In-charge, Operations Manager, and others regarding specific 
Secondary Data Sources:
· Annual reports of IBBL
· Different documents and files of IBBL
· Different text books 
· Website of the bank.
B. Data Collection Process:	
Data for this report have been collected in two ways. For “Investment Performance of Islami Bank Bangladesh Limited” secondary data are mainly used. Besides, information is also collected from the IBBL Brach skilled Officers and from my direct observations while conducting the program of Internship at the bank.
C. Sample Size:
The report is prepared by helping of 5 years data from 2013 to 2017.








D. Sampling Technique or Procedure:
In order to analyze the data the study used trend analysis and software for graphical presentation.

1. 
19

a. Data Analysis:
                    Trend Analysis

b. Software Used: 
-      MS Word
-      MS Excel
-      MS PowerPoint

E.   SCOPE OF THE REPORT
Though we have given our utmost effort to prepare this report, there are some limitations of the study. Such are as follows: 
1. Area:
1. The main constraint of the study was the insufficiency of information, which was required for the study. There are various information the bank employees can’t provide due to security and other corporate obligations.
1. Lack of opportunity to visit more than one branch.
1. Lack of updated information at the bank’s website.
1. Available data also could not be verified. In most cases, we simply did not have any option but to furnish with data without verification.
1. Every organization has its own secrecy that is not revealed to others. 
1. Lack of in-depth knowledge it consider a great constraint for the topic.

2.Time:
Islami Bank Bangladesh Ltd. has given us the opportunity to commence our Internship there from 01.10.2018 to 29.11.2018; which was a 02 (two) months’ Internship program. This program was a combination of training and practical work at different branches. Whereas 15 days from IBTRA & 45 days from Brach in which total 60 working days we got which is very limited to experience such a big bank and its banking activities. 
In spite of having all of these limitations, we put our best of efforts to make this report the best one. So, readers are requested to consider these limitations while reading and justifying any part of the study.















Chapter-02
Objectives of the Study
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Primary objective:
The primary objective of the study is to evaluate the Investment Performance of Islami Bank Bangladesh Limited of the BBA degree from the school of business & economics, United International University.
Secondary objectives:
6. To know out the investment process and recovery system of IBBL
7. To analyze different modes-wise investment of IBBL
8. To analyze sector-wise and division-wise investment of IBBL
9. To evaluate the investment performance of IBBL within the banking industry.




















An Overview of
Islami Bank Bangladesh Ltd.
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[bookmark: _Toc534486001]ABOUT ISLAMI BANK BANGLADESH LIMITED

Islami Bank Bangladesh Limited is a Joint Venture Public Limited Company which is performing its business in commercial banking business focusing on Islamic Shari'ah with 63.09% foreign shareholding. It has the largest branch network (total 332 branches) among the private sector Banks in Bangladesh. It was established on the 13th of March, 1983 as the first Islamic Bank in the South East Asia with its first Branch named “Local Office” situated at Motijheel, Dhaka (inaugurated on March 30, 1983). It became incorporated as a public limited company under the Companies Act 1913.
The bank is maintaining its business concentrating on the Shari'ah standards of Mudaraba, Musharaka, Bai-Murabaha, Bai-Muajjal, HPSM, Bai-Salam, Bai-as-Sarf and Ujarah, etc. There is a Shari’ah Supervisory Committee in the bank which ensures that the activities of the bank are being conducted on the precepts of Islam.
The shares of the bank are listed with both Dhaka Stock Exchange Ltd. (DSE) and Chittagong Stock Exchange Ltd. (CSE). Authorized Capital of the Bank is Tk. 20,000.00 Million and Paid-up Capital is Tk. 16,099.90 Million having 33,686 shareholders as on 31st December, 2017. The bank has successfully passed 33 years of their journey with 1 crore of customers at present. 
	[bookmark: _Toc534486002]VISION OF IBBL

	

	The vision of IBBL is to always concern to attain excellent financial presentation as well as to be considered a leading Islamic Bank through its status and performance.
[image: https://www.islamibankbd.com/images/red-check.gif] The objective of the bank is to set up and keep up the cutting edge saving money advancements, to guarantee the enhancement of the monetary framework concentrating on Islamic standards and to wind up the effective budgetary foundation with experts who are profoundly energetic and also working for the improvement of the general population, in light of commitment, straightforwardness and trustworthiness so as to guarantee soundness of monetary administrations
[image: https://www.islamibankbd.com/images/red-check.gif] They will endeavor to move funds through of direct venture.
· They will likewise attempt to inspire investment uniquely in activities that are bound to result higher business.

	




[bookmark: _Toc534486003]MISSION OF IBBL

	

	

	To set up Islamic Banking through the presentation of a success arranged managing an account framework and furthermore guarantee value and equity in the field of all economic functions all together to gain adjusted development and fair enhancement in through various speculation activities uncommonly in the need areas and less created districts of the nation. To rouse financial enhancement and money related administrations to the misfortune salary network especially in the rustic regions.
[bookmark: _Toc534486004]COMMITMENTS

	· To Shariah
· To the Regulators
· To the Shareholders
· To the Community
· To the Customers
· To the Employees
· To other stakeholders and
· To Environment.
[bookmark: _Toc534486005]CORE VALUES
· Trust in Almighty Allah
· Strict recognition of Islamic Shari’ah
· Highest standard of Honesty, Integrity & Morale
· Welfare Banking
· Equity and Justice
· Environmental Consciousness
· Personalized Service
· Adoption of Changed Technology
· Proper Delegation, Transparency & Accountability.


	








[bookmark: _Toc534486006]STRATEGIC OBJECTIVES OF THE BANK
1. To guarantee clients' fulfillment by giving better money related administrations.
2. To guarantee success arranged saving money administrations.
3. To set up a lot of administrative progression and embracing mechanical changes to guarantee fruitful improvement of an Islamic Bank as a stable money related establishment.
4. To offer need to the customers welfare.
5. To develop as a more beneficial and more grounded bank at the highest point of the managing an account segment and proceed with stable positions in evaluations, in light of the volume of value resources.
6. To assure diversification by Sector, Size, Economic purpose & geographical location wise Investment and expansion need based Retail and SME/Women entrepreneur financing.
7. To invest in the profitable and priority sectors of the economy.
8. To be concerned to become an employer of choice and nurturing & developing talent in a performance-driven culture.
9. To pay more importance in human resources as well as financial capital.
10. To assure profitable career path, lucrative facilities and good working environment.
11. To assure zero tolerance on negligence in compliance issues both Sharia’h and regulatory issues.
12. To train & develop human resources continuously & give adequate logistics to satisfy customers’ need.
13. To be specific in serving the cause of least developed community and area.
14. To encourage team members to take the ownership of every job.
15. To assure improvement of devoted and satisfied human resources.
16. To inspire sound and pro-active future generation.
17. To achieve global standard.
18. To strengthen corporate culture.
19. To assure Corporate Social Responsibilities (CSR) through financial activities.
20. To enhance by using solar energy and green banking culture and ecological balancing.
CORPORATE INFORMATION

	Type
	Joint Venture Public Limited Company

	Base
	Islamic Shari’ah

	Established on
	March 13, 1983

	Foreign Shareholding (in %)
	63.09%

	Name of The 1st Branch
	Local Office, Dhaka

	1st Branch Inaugurated on
	March 30, 1983

	Name of The Last Branch
	Singra

	Last Branch Inaugurated on
	December 17, 2017

	Head Office
	“Islami Bank Tower”, 40, Dilkusha C/C, Dhaka-1000, Bangladesh

	Contact No.
	02-9563040 (Auto-hunting), 
9560099, 9567161

	Website
	www.islamibankbd.com



Table- 1: Basic corporate information of IBBL.

Organizational Information

	Chairman, Board of Director
	Prof. Md. Nazmul Hassan, Ph. D

	Managing Director & CEO
	Md. Mahbub-ul-Alam

	Company Secretary
	J.Q.M. Habibullah, FCS

	Number of Zones
	17

	Number of Branches
	332

	Number of AD Branches
	59

	Number of ATM Booth
	410

	Number of Shareholders
	33,686

	Number of Manpower
	14,000


Table- 2: Organizational Information of IBBL.


Financial Information (All the amounts here are in BDT Million)
	Authorized Capital
	20,000.00 

	Paid-up Capital
	16,099.91

	Equity
	50,556.47 

	Reserve Fund
	31,029.05 

	Deposits
	755,022.25

	Investment 
	710,728.93

	Foreign Exchange Business:
Import
Export
Remittance
	
339,954
243,647
279,980


Table- 3: Financial Information of IBBL.

[bookmark: _Toc534486007]PRODUCTS & SERVICES OF ISLAMI BANK BANGLADESH LIMITED
Deposit Product


Products
Investment Scheme

Rural Development Scheme




NRB Service


SME Service


Services
Foreign Exchange Business Service


Locker Service

Offshore Banking Units (OBU)


     Figure- 1: Products and services of IBBL.








Deposit Products:
According to Al-Wadeeah principle of deposit mobilization, there are 3 deposit products:
0. Al-Wadeeah Current Account (AWCA)
0. Foreign Currency Account (FCA) and
0. Non-resident Investor Taka Account (NITA).


Based on Mudarabah principle of deposit mobilization, there are 15 deposit products:
2. Mudarabah Savings Account (MSA)
2. Mudarabah Term Deposit Receipt Account (MTDRA)
2. Mudarabah Special Notice Account (MSNA)
2. Mudarabah Hajj Savings Account (MHSA)
2. Mudaraba Special Savings (Pension) Account (MSSA)
2. Mudarabah Savings Bond (MSB)
2. Mudarabah Foreign Currency Deposit (Savings) Account (MFCD)
2. Mudarabah Monthly Profit Deposit Scheme (MMPDS)
2. Mudarabah Mohor Savings Account (MMSA)
2. Mudarabah Waqf Cash Deposit Account (MWCDA)
2. Mudarabah NRB Savings Bond (MNSB) Scheme
2. Mudarabah School Student Savings Account (SMSA)
2. Mudarabah Farmers Savings Account (MFSA)
2. Mudarabah Upohar Deposit Scheme and
2. Mudarabah Industry Employees Savings Account (MIESA).

Investment Schemes:
· House Hold Investment Scheme
· Investment Scheme for Doctors (ISD)
· Transport Investment Scheme (TIS)
· Car Investment Scheme (CIS)
· Small Business Investment Scheme (SBIS)
· Micro Industries Investment Scheme (MIIS)
· Agricultural Implement Investment Scheme (AIIS)
· Real Estate Investment Program (REIP)
· Real Estate Investment (Commercial & Working Capital)
· Agricultural Investment of IBBL
· NRB (Non Resident Bangladeshi) Entrepreneurs Investment Scheme (NEIS) and
· Women Entrepreneurs Investment Scheme (WEIS). 


[bookmark: _Toc534486008]DIFFERENT DEPARTMENTS AT THE BRANCHES OF IBBL
Departments of IBBL

Foreign Exchange
Investment
General Banking


	 Cash	
             Accounts	
	Remittance

Figure- 2: Different departments at the Branches of IBBL.


SHARIAH  SUPERVISION

Islami Shariah focuses on enhancing welfare and removing misfortune. Islami Bank is the introducer of welfare-based banking in this country. All the transactions of the bank are audited by central bank, external & internal auditors. Moreover, expert muraqibs audit them. The bank has a “Shariah Supervisory Committee” which is constituted by established Alems, Fakihs & expert bankers, and economists; they supervise all the tasks of the bank. The main focus of Islami banking is massive welfare of the people.
FINANCIAL MANAGEMENT

The Bank earned operating profit of Tk.35, 556.26 million during the year 2017 as against Tk.32, 212.34 million during the year 2016 representing an increase by Tk.3, 343.92 million and thus the Bank attained growth of 10.38% in respect of operating profit. The total assets of the Bank stood at Tk.899, 959.77 million recording an increase by Tk.102, 260.11 million while equity of the bank increased from Tk.47, 185.28 million to Tk.50, 328.98 million with 6.66% growth.

DEPOSITS

The total deposit of the bank amounted to Tk.755, 022.25 million as on 31st December 2017 as against Tk.681, 352.25 million on 31st December 2016 recording a growth of 10.81% amounting to Tk.73, 670 million. The bank’s present strategy is to mobilize the deposit base from the mass people through competitive profit rates with special attention to low and no cost deposit to keep the bank risk-free with better spread.

INVESTMENT

The investment of the Bank stood at Tk.710,728.93 million as on 31st December 2017 as against Tk.616,418.91 million in the previous year 2016 showing an increase by 15.30%. The investment portfolio of the bank is well-diversified and covers a broad spectrum of businesses and industries including SME (16%), RMG (21%), remittance (24%), real estate (13%), transportation (18%), agriculture, export (10%), import (11%), etc. The bank has geared up efforts to improve the quality of their investment.

INTERNATIONAL TRADE

In the last 10 years, the bank’s total import & export amounts to Tk.41,62,570 million; where import amounts to Tk.25,28,940 million and export is of Tk.16,33,630 million. During this time, average growth rate was 20%. IBBL contributes to 11.34% of the country’s economy in import, and 10.41% of the country’s export.

GREEN FINANCING AND GREEN BANKING

IBBL does not invest in tobacco, drugs, or any other socially harmful sectors. They are working for solar panel, online marketing & communication, training, and skills development, also contributing through tree plantation programme. The bank has started Internet banking, ATM card, VISA card, khidmah card, SMS banking, call center, etc. The paper cost in 2015 was Tk.5.50 crores, which reduced by 16.18% as Tk.4.60 crores in 2016.
Green banking plays a vital role nowadays for making the world a livable for our future generation for that reason Islami Bank Ltd. Try to reducing its quantity for its inside and outside branches. Using waste paper as rough paper for giving information to the customers and also taking notes of waste papers other side which is not used before. Many printing mistakes can be occurred whenever they conducting the computer which is a waste of front page but not the back side of that paper which can be reused and they are reusing it which reducing the waste of paper and that paper save the nature or environment. The internet banking or I-Banking also plays an important role in this case like the customers can transfer their money from one account to another or one bank to another with using paper which save the use of paper as well as the money both customers and bank and also reduce the burden of extra pressure of this huge amount customers. Nowadays Islami Bank Ltd. day by day moving forward to using software instead of huge amount of files which takes lots of store house facility as well as paper consumptions.



CSR ACTIVITIES

IBBL established Sadakah Fund in 1984 for the welfare of the poor, helpless people. Then they established Islami Bank Foundation. Up to July 2016, IBBL has spent Tk.473 crores in CSR sector. At present, they have 1.5 crores of CSR beneficiaries.
Work Force Development:
Work force development is one way to success for an individual person in the world. A healthy world need all the people both young and old, who are learned for work which pays a habitable wage for the work force to provide for themselves and their families. Environment for the employee’s is also create a good impression in the workers mind to work well in a full swing to improve an organization performance for the present and future if an expected employee who is willing to join in an organization who knows from various source that that organization provide a better work place for their employees it gives an extra advantage for the organization to earn good skilled employees as well as good number of customers.
For this reason IBBL has set up a good number of institutes like Medical College, Hospital, Training Institute for Nursing, English 7 Bangla Medium School, Madrasha for Girls and many more.
Empowerment for Women:
The most prevailing sector in the society are women, for this Reason IBBL takes various steps like awareness creating, training, helping by give money which is the most important start up something by her own way which is reducing the unemployment rate for the country. For example, IBBL introduce “Mudaraba Mohor Deposit Scheme” which a right for a women from her husband and husbands are now coming forward to fulfill their religious duty to pay Mohor and IBBL also introduce “Investment Scheme of the Women Entrepreneurs”, IBBL also has established a rehabilitation center for deprived women. 


ISLAMIC MICRO-FINANCE

Islamic micro-finance represents micro-finance of the Islamic finance industry. Islami Bank Bangladesh Limited is the only bank in our country which operates micro-financing activities. 50% of the world’s Islamic micro financing is operated by this bank.




[bookmark: _Toc534486009]SOME OF THE RECOGNITIONS OF PERFORMANCE

· IBBL has been selected as the only Bank from Bangladesh in top 1000 banks in the world by a UK based century old financial magazine, 'The Banker' published the list in its July 2012 issue.
· The Institute of Chartered Accountants of Bangladesh (ICAB) awarded IBBL the first prize of SARRC Anniversary Award for Corporate Governance.
· Bankers’ Forum awarded IBBL as the Best Bank for Corporate Social Responsibility for 2008 and 2009.



	























Chapter – 03
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[bookmark: _Toc534486012]BANK

A bank is a financial organization and a financial medium that receives or put together deposits from excess unit and spreads or channels those deposits into lending functions, either right away investment or debt or obliquely through capital markets. A bank is the combination between clients that have capital shortages and clients with capital excesses. Most banks conduct within a process known as central bank where they retain only a short reserve of the savings deposited and lend out the rest for profit.

[bookmark: _Toc534486013]BANKING

Banking means the accepting, for the purpose of lending or investment, of deposits of money from the public, repayable on demand or otherwise, and withdraw able by cheque, draft, order or otherwise.

[bookmark: _Toc534486014]CONCEPT OF ISLAMIC BANKING

Islamic banking is banking activity that is consistent with the principles of Islamic Shari’ah and its practical application through the development of Islamic economics. As such, a more correct term for Islamic banking is ‘Shari’ah compliant finance.’

[bookmark: _Toc534486015]DEFINITION OF ISLAMIC BANK

The Organization of Islamic Conference (OIC) defined an Islamic Bank as “A financial institution whose statutes, rules and procedures expressly state its commitment to the principles of Islamic Shari’ah and to the banning of the receipt and payment of interest on any of its operations.”

[bookmark: _Toc534486016]OBJECTIVES OF ISLAMIC BANKING

Primary objective: To promote, foster and develop the application of Islamic principles, law and tradition to the transaction of financial, banking and related business affairs and to promote investment companies, enterprises and concerns which shall themselves to be engaged in business as are acceptable and consistent with Islamic principles, laws and traditions. 


Specific objectives:
· To offer contemporary financial services in conformity with Islamic Shariah
· To contribute towards economic development and prosperity within the principles of Islamic justice
· To facilitate efficient allocation of resources
· To help achieving stability in the economy.

[bookmark: _Toc534486017]ISLAMIC BANKING WINDOWS OPERATING IN BANGLADESH AT PRESENT

There are 8 Islamic banks operating in our country:
1. Islami Bank Bangladesh Limited
2. ICB Islamic Bank Ltd.
3. Al-Arafah Islami Bank Ltd.
4. Social Islami Bank Ltd.
5. Shahjalal Islami Bank Ltd.
6. EXIM Bank Ltd.
7. First Security Islami Bank Ltd.
8. Union Bank Ltd.












[bookmark: _Toc534486018]DIFFERENCES BETWEEN ISLAMIC BANKING & CONVENTIONAL BANKING

The distinguishing features of Islamic banking and conventional banking are shown in terms of a box diagram as shown below:
	Differentiators
	Islamic Banking
	Conventional banking

	Principles
	 The functions and operating modes of Islamic banks are based on the principles of Islamic Shariah.
	The functions and operating modes of conventional banks are based on manmade principles.

	Relationship
	Buyer & seller.
	Debtor & creditor.

	Model
	Islamic banking follows the Money-commodity-to-money (MCM) model.
	Conventional banking follows the Money-to-money (MM) model.

	Rate of interest
	It promotes risk sharing between provider of capital (investor) and the user of funds (entrepreneur).
	The investor is assured of a predetermined rate of interest.

	Aim
	It aims at maximizing profit but subject to Shariah restrictions.
	It aims at maximizing profit without any restriction.

	Zakat
	 In the modern Islamic banking system, it has become one of the service-oriented functions of the Islamic banks to collect and distribute Zakat.
	It does not deal with Zakat.

	Fundamental function
	Participation in partnership business is the fundamental function of the Islamic banks.
	Leading money and getting it back with interest is the fundamental function of the conventional banks.

	Scope
	Its scope of activities is wider when compared with a conventional bank. It is, in effect, a multi-purpose institution.
	Its scope of activities is narrower when compared with an Islamic bank.

	Charging of additional money
	The Islamic banks have no provision to charge any extra money from the defaulters.
	It can charge additional money (compound rate of interest) in case of defaulters.

	Interest
	 It gives due importance to the public interest. Its ultimate aim is to ensure growth with equity.
	In it very often, bank's own interest becomes prominent. It makes no effort to ensure growth with equity.

	Borrowing of money
	For the Islamic banks, it is comparatively difficult to borrow money from the money market.
	 For interest-based commercial banks, borrowing from the money market is relatively easier.

	Emphasis
	The Islamic banks give greater emphasis on the viability of the projects.
	Contrarily, the conventional banks give greater emphasis on credit-worthiness of the clients.

	Guarantee of deposits
	Strictly speaking, and Islamic bank cannot guarantee all its deposits.
	A conventional bank has to guarantee all its deposits.


Table- 4: Differences between Islamic Banks with Conventional Banks.



[bookmark: _Toc534486019]RIBA: DEFINITION & CLASSIFICATION
Dictionary Meaning (Quran & Sunnah): 
1. Surplus, excess, increase expansion, additional
Technical Meaning: Interest/ Usury/ Sud

Definition given by Rasul (SM): “Any loan repaid with any benefit is Riba.” This hadith decribed in “Musnad” by Hazrat Harish Ibn Abi Usamah
1. Jalal Uddin Al-Suyuti, Jame Al Sagir (V.2, P94)


















Classification of Riba:
[image: ]

Figure- 3: Classification of Riba.


COMPARISON BETWEEN PROFIT & RIBA:

		Sl. No.
	Riba
	Profit

	1.
	Riba is defined by when money is “ Charged”  
	Profit is defined by when money is used in trading.

	2.
	By the definitionof Riba, it is the payoff given by the debtor to the usurer along with principal amount as a condition for the loan.
	By the definition of profit, it is the difference between the value of production cost & production.

	3.
	Riba is prefixed, and hence there is no uncertainty on the part of either the givers or the takers of loans.
	Profit is post-determined, and hence its amount is not known until the activity is done.

	4.
	Riba is Haram from the point of view of Islamic Shariah.
	Profit is Halal from the point of view of Islamic Shariah.




	Table- 5: Comparison between Profit & Riba












	



REASONS BEHIND PROHIBITION OF RIBA

From Religious Perspective
The religious restriction on interest is quite explicit and unequivocal. All transactions based on Riba are strictly prohibited in the Quran. The prohibition of Riba appears in the Quran in four different revelations. The first of these [30:39] in Makkah, emphasized deprivation of God's blessing for a man making interest transaction and charity having the essence of manifold rise. The second revelation [4:161] concerning the subject took place in the early Madinah. It severely condemned interest-referring prohibitions taken place in the previous scriptures. The third revelation [3:130-2] enjoined Muslims to keep away from Riba. The fourth revelation [2:275-81] reveling nears the completion of the Prophet's mission. The verses giving strong verdict against riba are as follows:
	 
	                  “Those who devour Riba will not stand except as stands one whom the devil hath driven to madness by [his] touch” [2:275].




Economic Impact of Riba

A. Interest impact on production line
· Affects in formation of savings and capitals
· Decreases investment flow
· Decreases investment & production by enhancing production cost & people’s purchasing power
· Destroys the produced goods

B. Impact of interest in the distribution channel
· Creates injustice
· Increases unemployment
· Decreases remuneration of labors
· Creates economic discrimination


C. Interest impact  on economic stability
· Creates economic inflation
· Creates economic wilting
· Creates uncertainty in the economy
· Hinders in the economic enhancement

D. Impact of interest in the consumption sector
· Compels the consumers to keep their needs incomplete/ dissatisfied
· Makes life unbearable creating inflation of money
· Enhances unnecessary & luxurious expenses






Chapter – 04
Investment Management Performance of 
IBBL
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[bookmark: _Toc534486020]INVESTMENT

To earn a positive return for the proprietor investment is conducted which is an act of improving the capital for that purpose & hope. 
If funds are used to buy current & fixed assets for a production or trade line it is called investment in real assets. Another one, if funds are used to buy legal rights and earn income from that legal rights in term of capital gain or dividends is called investment in financial assets.
So, the two pre-conditions to investment are:
· Deployment of funds and
· Intention for expectation of profit.

[bookmark: _Toc534486021]INVESTMENT POLICY OF IBBL

The especial component of the Investment Policy of the Bank is to invest on the basis ofprofit-loss sharing system in accordance with the tenets and principles of Islamic Shari'ah. Bank is given great emphasis in attaining social welfare goal and objective which is creating more employment for the county not only earning profit.
[bookmark: _Toc534486022]CLASSIFICATION AND TYPES of MODE of INVESTMENT in IBBL

Investment modes are divided into three terms: 


42

0. Partnership or ‘Share’ Mechanism
· Musharaka 
· Mudaraba 

    2. Trading or ‘Bai’ Mechanism 
· Bai- Murabaha 
· Bai- Muajjal 
· Bai- Salam
· Bai- Istisna
· Bai- As-Sarf





 3. Mechanism of Leasing/Ijara  
· HPSM (Commercial)
· HPSM (Industrial)
· HPSM (Agri).


Share Mechanism of Investment:
Share mechanism of investment indicates partnership. It implies the practice of investment based on shared liability and possibilities of return & loss. The share mechanism of investment can be 
Categorized as follows:
[bookmark: _Toc534486023]A. Mudaraba Mode of Investment (Profit sharing Loss Bearing Mode):
Mudaraba is executed from “Darb/Darba” word which means deportment to gain rahmant (Munafa) of Allah. It is a fellowship between “Shahib-al Maal & Mudarib. The Shahib-al Maal gives inelastic amount of funds and the other one Mudarib gives its service of skills and management for the purpose of earning of earning of profit by caring any of its business activities like- trade, service industries etc.  
The Mudarib play the role of trustee or agent of the firm. Shahib-al Maal bear all the losses and profit is sharing as par pre-determined ratio.
Important Features of Mudaraba:
· Capital must be distinctive, in currency, and is not a liability debt on Mudarib.
· Shahib-al- mal cannot take part in business outright but may overlook the business
· Mudarib is not entitled to wages but may get actual expenses incurred
· Profit must be shared as per agreed ratio
· Loss must be borne by the owner of the capital
· Profit and loss is ascertained after expiry of contract period
· Shahib-al-mal loses its capital and Mudalib loses his labour in case of actual loss incurred in the business.  
Types of Mudaraba Mode: There are two modes of investment in share mechanism, these are:
a. Mudaraba Mutlak:	
It is one kind of Mudaraba contact where nature of business, location, time and boundary are not fixed. The Mudarib can enjoy the freedom of taking decision in any business related works in order to safe guard the business
b. Mudaraba Muquyadah: 
It is one kind of Mudaraba contact where nature of business, location, time and boundary are pre-specified. In this contract, the Mudarib is bound to run the business exactly according to agreement. 
[bookmark: _Toc534486024]Bai Musharaka Mode of Investment (Profit and loss sharing Mode):
The word ‘Musharaka’ is derived from Arabic word ‘Sharika’ meaning partnership. It is a contract where the bank gives the capital of funds which is a jumbled with the business and its other activities. The fund donors can join in the management but it is not important. Profits are shared by the pre-agreed ratio and loss is shared proportion wise of partners performance.
Musharaka Mode Main Features:
· Specific capital
· Share of equality is not must
· Money or Valuable things may be the nature of capital 
· Partners active participation 
· Business record is to be maintained
· On the basis of per agreed ratio profit is distributed 
· On the basis of per equity ratio loss is distributed
[bookmark: _Toc534486025]Bai Mechanism of Investment:
Bai means trading. Bai mechanism means purchase and sale of goods in cash or on credit or in advance at an agreed upon profit, which may or may not be disclosed to the client. Majority of investment of IBBL are extended through this mechanism. This mechanism can be further drawn into 5 categories as follows:
[bookmark: _Toc534486026]A. Bai- Murabaha mode of investment
Bai- Murabaha means a partnership between a purchaser & a vender where the vender sales definite commodities/merchandises to a purchaser with a pre-agreed expected profit which can be paid in cash or by payable and the payable amount and cash amount can be paid in a fixed amount or by an occasion in any future date which is admissible by the Islamic Shariah & Law.  
Significant forms of Bai- Murabaha
· Customer payoff a decree to the bank. 
· Commitment of fastening to the customer & a compensation for the dissolution of the commitment. 
· Receiving cash/kind/mortgage as a safety.
· To document the debts resulting from Bai- Murabaha 
· Selling price maybe higher and it must be fixed and never be changed.
· Risk of delivering commodities/merchandises are laid on band. 
· Basic condition of commodities are broth & competence. 

[bookmark: _Toc534486027]B. Bai-Muajjal mode of investment
Bai Muajjal may be defined as a contract between a buyer and a seller under which the seller sells certain goods permissible under Islamic Shariah and the Law of the country to the buyer at an agreed fixed price payable at a certain fixed future date in lump sum or within a fixed period by fixed installment.
Important Features of Bai- Muajjal
· It is allowable for the customer to offer a request to buy by the Bank specific merchandise choosing its detail and conceding to purchase the equivalent from the put money on Bai-Muajjal i.e. varied installment deal at settled cost.
· It is admissible to make the guarantee official upon the customer to buy from the Bank, that is, he is either to fulfill the guarantee or to recognize the harms caused by breaking the guarantee without reason.
· It is reasonable to take money/insurance security to ensure the execution of the guarantee or to recognize the harms.
· It is additionally allowable to record the obligation coming about because of Bai-Muajal by a Guarantor, or a home loan
· Stocks and accessibility of merchandise is a fundamental condition for consenting to a Bai-Muajjal Arrangement. In this manner, the Bank must buy the merchandise according to particular of the Client of products to secure responsibility for same before consenting to the Bai-Muajjal Arrangement with the customer
· After buy of merchandise the Bank bust bear the danger of products until those are really conveyed to the Client.
· The Bank must convey the predetermined products to the Client on explicit date and at explicit place of conveyance according to Contract.
· The Bank may move the products at a more expensive rate than the price tag to gain benefit.
· The cost once settled according to assertion and conceded cannot be additionally expanded.
· The Bank may move the merchandise at one concurred value which will incorporate both the cost and the benefit. Not at all like Bai-Murabaha, may the Bank not reveal the cost and the benefit increase independently to the Client.
[bookmark: _Toc534486028]C. Bai-Salam mode of investment
The term 'Bai' and the 'Salam' have been get from Arabic words 'Bai' and Salam'. The word 'Bai' signifies buy and deal and the word 'Salam' signifies advance. 'Bai-salam' signifies advance deal and buy.
Bai-Salam might be characterized as an agreement between a purchaser and a dealer under which the merchant moves ahead of time certain merchandise admissible under Islamic Shariah and the Law of the nation to the purchaser at a concurred value payable on execution of the said contract and items are conveyed according to detail, estimate, quality, amount at a future time in a specific place.
Important Features of Bai- Salam
· Bai-Salam is a method of speculation permitted by Islamic Shariah in which products can be sold without having the said items either in presence or physical ownership of the merchant. In the event that the wares are prepared available to be purchased, Bai-Salam isn't permitted in Shariah. At that point the deal might be done either in Bai Murabaha or Bai-Muajjal method of Investment.
· By and large, Industrial and Agricultural items are bought/sold ahead of time under Bai-Salam method of speculation to implant back with the goal that generation isn't ruined because of deficiency of store/money.
· It is allowable to get guarantee security from the merchant customer to anchor the speculation from any dangers viz. non-supply/fractional supply of items, supply of low quality wares and so forth.
· It is additionally reasonable to acquire Mortgage and additionally Personal Guarantee from an outsider as security before the consenting to of the Arrangement or the season of consenting to Arrangement.
· Bai-Salam on a specific item/result of a specific field or a ranch can't be influenced.

[bookmark: _Toc534486029]D. Bai-Istisna Mode of Investment
Istisna'a is a deal shrink by which a Sani (the vender) based on the request put by al-mustasni (purchaser) in the wake of having produced or generally procured al-masnoo's (the products) according to determination pitches the equivalent to al-mustasni' at a settled upon cost and strategy for settlement whether that be ahead of time, by portions or deferred to the explicit time. It is a state of Istisna'a get that al-sani ought to give either the crude material or the work.
Important Features of Bai-Istisna
· Istisna’a is an exceptional mode of investment allowed by Islami Shariah in which product (s) can be sold without having the same in existence. If the products are ready for sale, Istisna’s is not allowed in Shariah. 
· It encourage the maker once in a while to get the cost of the merchandise ahead of time, which he may use as capital for creating the products.
· It gives the purchaser chance to pay the cost in some future dates or purchase in portions.
· It is a binding contract and no gathering is permitted to drop the Istisna'a contract after the cost is forked over the required funds or to some extent or the maker begins the work.

[bookmark: _Toc534486030]E. Bai-as- Sarf Mode of Investment
In regard of Bank, Bai-as-Sarf is an agreement/understanding between the Bank and the Client under which the Bank buys the outside cash against the remote narrative bill ahead of time from the Client at determined/concurred conversion standard.
 "Bai-as-Sarf (FDB)" is drilled for giving post shipment back office against Foreign Currency send out Bills and "Bai-as-Sarf (FCD)" is improved the situation giving development fund office against Foreign Currency Check/Draft.
Important features of Bai-As- Sarf
· This is a post-shipment fund system under Bai mode.
· Bai-As-Sarf implies closeout of cost for cost' and each cost is thought of the other. It additionally implies clearance of money related an incentive for financial esteem i.e. cash trade.
· This is otherwise called buy/clearance of Foreign Currency to win Exchange salary under the Bai-As-Sarf understanding.
· Normally trade of one cash into another money is managed under Bai-As-Sarf mode.
· The related outside money will be gotten by the bank as the customer sold out the equivalent to the bank at settled upon conversion standard
· Since no law in such manner is pervasive in Bangladesh to administer such Bai-As-Sarf understanding, the connection between the Client and the Bank will be treated as dealer and purchaser
· If there should be an occurrence of any debate emerging out of Bai-As-Sarf understanding or in regards to the terms and states of the assertions, the Banks choice will be conclusive and official upon the gatherings.
· In case of the Client's inability to repatriate the fare continues by any result notwithstanding for which the customer isn't mindful, the Client will be at risk to pay back the sum paid to him regarding the said reports with Compensation/Fine/Penalty to the Bank.
[bookmark: _Toc534486031]D. Ijara Mechanism of Investment
Under this mechanism the bank supplies implements/ equipment’s/ goods on a rental basis. The ownership of the implements/ equipment’s/ goods will be with the bank and the client jointly and portion of the client will be authorized to possess the equipment for certain period. The client, after completion of the installments, will be the owner of the implements/ equipment’s/ goods.


[bookmark: _Toc534486032]Contract of Purchase under Shirkatul Melk (HPSM) Mode of Investment
Hire Purchase under Shirkatul Melk (HPSM) is a special type of contract which has been developed through practice. Actually, it is a synthesis of three contracts:
· Shirkat
· Ijarah and
· Sale.

Shirkat: Shirkat implies organization. Shirkatul Melk implies share in possession. Shirkat is a contract where bank & client will purchase assets at joint ownership. The asset will handled to the client by the bank for use.

Ijarah: Ijarah has been derived from the Arabic word Air and Ujrat which means consideration, return, wages, or rent. Under this agreement, a specific resource is procured out by the contract to a hirer against settled lease or rentals for an explicit period..

Sale: This is a deal contract between a purchaser and a merchant under which the responsibility for products or resource is exchanged by dealer to the purchaser against settled upon cost paid/to be paid by the purchaser.

Stages of HPSM:
1. Buying  of the asset under joint ownership
2. Hire  same as the client and
3. Sale and or transfer of ownership to the client.

GOALS OF INVESTMENT OPERATIONS OF THE BANK

• To put subsidize entirely as per the standards of Islamic Shariah 

• To differentiate its venture portfolio by the extent of speculation, by areas (open and private), by financial reason, by securities and by topographical zone including mechanical, business, and agrarian.
[bookmark: _Toc534486033]INVESTMENT CLASSIFICATIONS

After the date of expiry, if the borrowers don't alter their credit, IBBL at first gives a notice to them. The time of pulling out relies upon the idea of the advance. For five-year term credit, IBBL withdraws from a half year. Furthermore, for over five-year term advance, IBBL withdraws from over a year. In the wake of pulling out, if the borrower does not reimburse the advance, the credit will be considered as characterized. According to Bangladesh Bank's managing an account Regulation and Policy division's Circular No. 16 (1998), advances and advances are isolated both on timing and utilitarian criteria as pursue:

Investment classifications




Classified investment
Unclassified investment


	 Sub-standard
	  Doubtful
                                                             Bad or loss

Figure- 4: The investment classification of IBBL.

0.  Unclassified investment:
The investment account is doing very well in terms of its installments and no delay is occurred. This is the characteristics of unclassified investment.

0. Classified investment:
These are the loans which the bank finds overdue after the due date.
i. Sub-standard: If a loan is not repaid of reschedule within the SMA period, it becomes sub/standard loan. From this stage the loan is treated as defaulted.
ii. Doubtful: If a loan is not repaid within the sub-standard period, it becomes a doubtful loan. When the full recovery of the loan & advance is associated with uncertainty, there is a probable loss that cannot be identifiable exactly.
iii. Bad or loss: If a loan is not repaid or rescheduled within the doubtful stage, it is termed as bad r loss. Serious doubts exist as to the recovery of such loans.













[bookmark: _Toc534486034]INVESTMENT PROCDURE OF FINAL DISBURSEMENT AT IBBL

IBBL has an 8 stage investment process. These steps are co-related with one another in sequential manner. Successful implementation of the preceding step is followed by the next one, which starts from selection of the appropriate client for the project and ending on monitoring and recovering stage.

Selection of the client


Application stage


Appraisal stage


Sanction stage

Documentation stage

Disbursement


Monitoring

Recovery stage



Figure- 5: The investment procedure of final disbursement at IBBL.

1. Selection of the client:
First of all the client will approach at any branch of IBBL, and will notify the manager that s/he wants to take fund from the bank. Secondly, the bank will consider the 5Cs (character, capacity, capital, collateral, and condition) of the client. After successful discussion between the borrower & manager, bank accepts the borrower for its proposal borrowing where the borrower accepts all the terms & conditions to get the fund.
2. Application stage:
In this stage, the bank will accumulate all the necessary information about the borrower creditworthiness. In this case, the bank asks it’s borrower to give or fulfill all gradual information which is very essential for providing loan. Hereby all the necessary documents must be prepared by the borrower.
Necessary documents are:

· Trade license photocopy (for proprietorship firm)
· Abridged pro-forma income statement
· Attested copy of partnership deed
· Prior 3-year audited balance sheet (for joint stock company)
· Prior 3-year business transaction statement for musharaka/ mudaraba investment
· Attested copy of the Memorandum of Association (MOA) & Articles of Association (AOA) for the joint stock company
· Attested copy of the e-TIN Certificate- including final assessment
· Tenders of the proposed assets (in case of HPSM)
· Detailed summary of the sundry debtors & creditors (including both time & schedule)
· Summary of the personal moveable & immoveable assets; and others.

3. Appraisal stage:
In this stage, the bank makes judgments about the borrower & borrowers business, this the most crucial part. Based on this the bank decide for giving the proposed. Investment limit. But if there is any problem regarding the borrower or the borrowers business, the bank cease or halt the process of investment decision. 
For evaluating the borrower, IBBL provides a standard F-167B form (Appraisal report) to the client for gathering information. 
However, the following contents are presented from the appraisal report:

· Company/ Client information
· Owner information
· List of partners/ directors
· Purpose of investment facility
· Details of proposed facilities/ investment
· Break up of present outstanding
· Other liabilities of the client/ group
· Previous banker’s information
· Details of sister/ allied concerns
· Allied deposit as on
· Business or industry analysis
· Relationship analysis
· Asset liability position of the client as per audited balance sheet
· Working capital assessment
· Risk grade
· Particulars of the go-down for storing MPI/ Murabaha goods
· Insurance coverage
· Audit observation
· Security analysis.



4. Sanctioning stage:
At this level the bank finally concur its giving the loan to the borrower. Hereby the borrower accepts bank’s improvement letter of giving loan. IBBL sanction letter contains the following elements:
· Investment limits (in million)
· Mode & amount of investment
· Purpose of investment
· Period of investment
· Rate of return
· Securities
· Cash/ Goods
· Collateral: Immoveable properties.

5. Documentation stage:
In this stage, the bank basically analyzes whether necessary/ essential documents are gradually or sequentially given or not. For this IBBL makes sure the following documents of the borrower:
· Tax Payment Certificate
· Stock report
· Trade License (Renewal)
· VAT Certificate
· Liability statement from different parties
· Receivable from different clients
· Other asset statement
· Aungykar Nama
· Announcement Letter
· years’ net income & business transactions
· Performance report with the bank
· Account statement of from the bank
· Valuation Certificate: - Particulars of the proposal, mortgage and properties
· Outstanding liability position of the client
· CIB (Credit Information Bureau) Report.

6. Disbursement stage:
At this level bank determines to give the money and the borrower gets his or her required fund. But before disbursement a site plan showing the exact location of each mortgage property need to be physically verified.

7. Monitoring stage:
In this phase, IBBL will be connected with the borrower most of the time for example, bank can get monthly stock report of the borrower for small investment or short term investment. Hereby the bank will focus on over the small investment of the borrower. If it is required, bank can investigate the borrower’s operations. 





8. Recovery stage:
The bank is obliged to recover the loan amount within a specified time and if the borrower cannot repay the loan amount within the specified time bank will identify this type of borrower are defaulter. As a result bank will recover the defaulted loan amount by selling the borrower’s security by making a suit against the borrower.
[bookmark: _Toc534486035]Strategies for recovery:
Recovery of the loan can be made in the following methods.
1. Persuasive
2. Voluntarily and
3. Legally.

[bookmark: _Toc534486036]Persuasive Recovery:
If the client/user could not repay the loan amount in time, then the first step of the bank is to contract with borrower/user. Then the bank makes him pay the loan amount forcefully. In this case bank can give some advice/instruction to the client for the repayment of the loan amount. 
[bookmark: _Toc534486037]Voluntarily Recovery:
In this method, some steps are followed for recovering credit. This are-
· Building task force
· Arranging seminar
· Credit rescheduling policy
· Waiver of interest rate.
[bookmark: _Toc534486038]Legal Recovery:
If the above procedures fail to keep an account regular and the borrower does not pay the instalments, then bank take necessary legal action against the borrower. 





[bookmark: _Toc534486039]INVESTMENT RECOVERY PROCEDURE OF IBBL

Recovery procedure of IBBL follows five steps to receive the lending amount, which is a joint effort of bank and legal institutions. These are shown below:


Figure- 6: Investment Recovery Procedure of IBBL.
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[bookmark: _Toc534486040]ANALYSIS OF THE INVESTMENT PERFORMANCE OF IBBL
YEAR-WISE TREND OF DEPOSITS AND THE GROWTH RATE OF DEPOSITS:
	Year
	2013
	2014
	2015
	2016
	2017

	Deposits (BDT in Million) 
	473,140.96
	560,696.30
	615,359.21
	681,352.25
	755,022.25

	Growth Rate (%)
	13.23
	18.51
	9.75
	10.72
	10.81


Table-6: The trend of deposits of IBBL.
Graphical presentation:

Figure- 7: The trend of deposits of IBBL.

Figure- 8: The growth rate of deposits of IBBL.

Interpretation:
The graph shows that total investment has increased over the years from tk 473140 million in 2013 to tk 755022 in 2017. However the growth rate of investment has fluctuated over the years. 


YEAR-WISE TREND OF INVESTMENT AND THE GROWTH RATE OF INVESTMENT:
	Year
	2013
	2014
	2015
	2016
	2017

	Investment (BDT in Million)
	406,817
	463,475
	530,194.50
	616,418.91
	710,728.93

	Growth Rate (%)
	9.09
	13.93
	14.40
	16.26
	15.30


Table- 7: The trend of investment of IBBL.

Graphical presentation:

Figure- 9: The trend of investment of IBBL.   


Figure- 10: The growth rate of investment of IBBL.

Interpretation:
The amount of investment increased over each years of analysis. Amount of investment increased from tk. 406,817 in 2013 to tk. 710,728.93million in 2017. Though growth rate has fluctuated over the years, it has increased over the years.







YEAR-WISE INVESTMENT TO DEPOSIT RATIO:

	Year
	2013
	2014
	2015
	2016
	2017

	Investment to Deposit Ratio (%)
	82.35
	79.88
	83.59
	86.43
	87.80


Table- 8: Investment to deposit ratio of IBBL.

Graphical presentation:

Figure-11: Investment to deposit ratio of IBBL.

Interpretation: Investment to Deposit was lowest in 2014 which was 79.88%. However, Investment to Deposit Ratio has increased over the years. This indicates that the bank has increased its investment using deposit over the years.










[bookmark: _Toc534486041]MODE-WISE INVESTMENT OF IBBL IN 2016 & 2017:

	Sl. No.
	Mode
	2016
	2017

	
	
	Investment
(BDT In Million)
	% of
Total
Investment
	Investment
(BDT In Million)
	% of
Total
Investment

	1.
	Bai-Murabaha
	370,371.46
	60.08
	418,892.65
	58.84

	2.
	Bai-Muajjal
	41,545.46
	6.74
	46,367.48
	6.32

	3.
	HPSM
	139,963.72
	22.71
	167,329.18
	23.54

	4.
	Musharaka
	602.05
	0.10
	510.66
	0.07

	5.
	Mudaraba
	5,000.02
	0.81
	5,000.03
	0.70

	6.
	Bai-Salam
	6,435.57
	1.35
	10,477.15
	1.48

	7.
	Quard
	14,047.32
	2.28
	19,983.40
	2.81

	8.
	Khidmah Card
	106.55
	0.02
	171.38
	0.02

	9.
	Bill Purchased & Discounted
	41,996.99
	5.91
	38,346.75
	6.22

	
	Total Investment
	616,418.91
	100
	710,728.93
	100


	Table- 9: Mode-wise investment of IBBL.	





Graphical presentation:


Figure-12: Mode-wise investment of IBBL in 2016.


Figure- 13: Mode-wise investment of IBBL in 2017.
Interpretation:
The table and figures indicate that IBBL invests mostly in Bai-Murabaha mode of investment. Most of its clients are business firms & enterprises. Its portion is 60.08% of the total investment by the bank in 2016, and 58.84% in 2017. So, the bank’s highest investing mode is Bai-Murabaha, followed by HPSM, Bai-Muajjal, bills purchased & discounted, Quard, Bai-Salam, Mudaraba, Musharaka, and Khidmah Card.



[bookmark: _Toc534486042]YEAR-WISE INVESTMENT IN BAI-MURABAHA MODE OF INVESTMENT:

	Year
	2013
	2014
	2015
	2016
	2017

	Investment in Bai-Murabaha 
(BDT in Million)
	224,456
	281,556
	331,239
	370,371.46
	418,892.65

	% of Total Investment
	55.17
	60.75
	62.47
	60.08
	58.84


Table- 10: Investment of IBBL in Bai-Murabaha

Graphical presentation:

Figure- 14: Investment of IBBL in Bai-Murabaha


Figure- 15: Investment in Bai-Murabaha in percentage.
Interpretation:
The amount of investment in Bai-Murabaha increased year-by-year. Investment in Bai-Murabaha as percentage of total investment has fluctuated over the years. However, Investment in Bai-Murabaha as percentage of total investment has from 55.17% in 2013 to58.84% in 2017.




[bookmark: _Toc534486043]YEAR-WISE INVESTMENT IN HPSM MODE OF INVESTMENT:

	Year
	2013
	2014
	2015
	2016
	2017

	Investment in HPSM 
(BDT in Million)
	95,491
	109,941
	123,856
	139,963.72
	167,329.18

	% of Total Investment
	23.47
	23.72
	23.36
	22.71
	23.54


Table- 11: Investment of IBBL in HPSM.

Graphical presentation:

Figure- 16: Investment of IBBL in HPSM.


Figure- 17: Investment in HPSM in percentage.

Interpretation:
The bank’s investment amount in this mode has increased year-by-year.  Investment in HPSM as percentage of total investment has fluctuated, though it has increased over the years of analysis. 






[bookmark: _Toc534486044]YEAR-WISE INVESTMENT IN BAI-MUAJJAL MODE OF INVESTMENT:

	Year
	2013
	2014
	2015
	2016
	2017

	Investment in Bai-Muajjal
(BDT in Million)
	23,103
		15,443
	34,818
	41,545.46
	46,367.48

	% of Total Investment
	5.68%
	3.33%
	6.57%
	6.74%
	6.32%



Table- 12: Investment of IBBL in Bai-Muajjal.

Graphical presentation:

Figure- 18: Investment of IBBL in Bai-Muajjal.


Figure- 19: Investment in Bai-Muajjal in percentage.
Interpretation:
The investment amount of this mode increased over the years except in 2014. Investment in Bai-Muajjal has increased from tk 23,103 in 2013to tk. 46,367.48 in 2017. Investment in Bai-Muajjal as percentage of total investment has fluctuated over the years.



[bookmark: _Toc534486045]SECTOR-WISE INVESTMENT OF IBBL IN 2017:
	Sector
	Trade & Commerce
	Real Estate
	Transport
	Agriculture
	Industrial
	Others

	Sector-wise Investment
(BDT in Million)
	217,078.12
	50,625.56
	8,374.34
	16,943.70
	382,066.39
	34,567.42

	Investment in Percentage (%)
	30.54
	7.12
	1.30
	2.42
	53.76
	4.86


Table- 13: Sector-wise investment of IBBL in 2017.




Graphical presentation:

Figure- 20: Sector-wise investment of IBBL in 2017.

Interpretation:
According to the figure mentioned above, the bank invests mostly in the industrial sector due to industrial development. The second highest investment in made in Trade and Commerce.










DIVISION-WISE INVESTMENT IN 2016 & 2017:
	Division
	2016
	2017

	
	Investment 
(BDT in Million)
	% of Total Investment
	Investment 
(BDT in Million)
	% of Total Investment

	Dhaka
	343,406.98
	55.71
	392,449.17
	55.22

	Chittagong
	123,098.86
	19.97
	146,451.65
	20.61

	Khulna
	41,484.99
	6.73
	48,056.95
	6.76

	Rajshahi
	56,525.61
	9.17
	61,648.76
	8.67

	Barisal
	9,431.21
	1.53
	10,944.40
	1.54

	Sylhet
	13,068.08
	2.12
	16,022.99
	2.25

	Rangpur
	20,280.18
	3.29
	24,333.86
	3.42

	Mymensingh
	9,122.99
	1.48
	10,821.15
	1.53

	Total
	616,418.91
	100
	710,728.93
	100


Table- 14: Division-wise investment of IBBL.

Graphical presentation:


Figures-21 & 22: Division-wise investment of IBBL in 2016 & 2017.




Interpretation:
The figures mentioned above show that the bank invests more in Dhaka & Chittagong divisions. Because of the industrial & other facilities & development, the bank invests more in these two divisions mainly. 
[bookmark: _Toc534486046]YEAR-WISE CLASSIFIED INVESTMENT POSITION OF IBBL FROM 2013 TO 2017:

	Year
	2013
	2014
	2015
	2016
	2017

	Classified Investment 
(BDT in Million)
	14,941.90
	22,807.24
	22,541.24
	23,601.59
	25,518.61

	Classified Investment as A 
% of Total Investment
	3.71
	4.92
	4.22
	3.83
	3.59


Table- 15: Classified investment of IBBL.
Graphical presentation:

Figure- 23: Classified investment of IBBL.


Figure- 24: Classified investment of IBBL in percentage.


Interpretation:
The bank’s classified investment has increased over the years from tk. 14,941.90 in 2013 to tk. 25,518.61million in 2017.  But classified investment as percentage of total investment has decreased from 4.29% in 2014 to 3.59% in 2017.

[bookmark: _Toc534486047]YEAR-WISE INCOME FROM INVESTMENT OF IBBL FROM 2013 TO 2017:

	Year
	2013
	2014
	2015
	2016
	2017

	Income from Investment (BDT in Million)
	48,145.46
	49,109.96
	48,152.28
	52,942.09
	57,141.63



Table- 16: Income from investment of IBBL.

Graphical presentation:

Figure- 25: Income from investment of IBBL.

Interpretation:
The income from investment of IBBL has fluctuated over the years. However, the income from investment has increased from tk.48, 145.46 million in 2013 tk. 57,141.63million in 2017.









[bookmark: _Toc534486048]RETURN ON INVESTMENT (ROI) OF IBBL FROM 2013 TO 2017:

Return on Investment (ROI) is primarily an indicator of managerial efficiency. It indicates how capable management has been in converting assets into net earnings. The higher the firm’s return on total assets is better. 

	Year
	2013
	2014
	2015
	2016
	2017

	ROI (in %)
	11.49
	9.86
	8.20
	8.29
	8.14


Table- 17: ROI of IBBL.

Graphical presentation:

Figure- 26: ROI of IBBL.


Interpretation:
The graph shows that return on investment has decreased over the years. Return on investment has decreased from 11.49% in 2013 to 8.14% in 2017. 















Investment Performance Comparison among Islami Bank Ltd. Vs Other Shari’ah Based Islami Banks 
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[bookmark: _Toc534486049]Investment Performance Comparison among IBBL, AIBL and SIBL: 
[bookmark: _Toc534486050]Year Wise Investment to Deposit Ratio:
	2017
	IBBL
	AIBL
	SIBL

	Deposit Amount in Million
	755022.25
	244806.26
	145383

	Investment
	748672.54
	235905.23
	158668

	Investment to Deposit Ratio
	87.80%
	89.95%
	90.17%


Table- 18: Investment to Deposit Ratio of IBBL, AIBL &SIBL for 2017














Figure- 27 & 28: Investment to Deposit Ratio and Percentage of IBBL, AIBL & SIBL


Interpretation:  By observing the Investment to Deposit ratio SIBL is in the 1st position, AIBL in the 2nd and IBBL in the 3rd but we are going to observe the amount IBBL is in the first position of collection of deposits and investments. 

[bookmark: _Toc534486051]Year Wise Non- Performing Investment Ratio:
	2017
	IBBL
	AIBL
	SIBL

	NPI % to Total Investment
	3.59%
	4.10%
	3.97%


Table- 19: Non-Performing Investment Ratio of IBBL, AIBL & SIBL for 2017





Figure- 29: NPI% to Total Investment of IBBL, AIBL & SIBL


Interpretation: By observing the NPI ratio IBBL is in the 1st position, SIBL 2nd position and AIBL is in the 3rd position. IBBL is more effectively manage its investment reduces its NPI percentage which is good indicator for both the bank, customers and also for investors. By reducing the NPI ratio is should a main concerning factors for the banking sectors.




[bookmark: _Toc534486052]Year Wise Cost of Fund Ratio:
	2017
	IBBL
	AIBL
	SIBL

	Cost of Fund in Percentage
	7.42%
	7.55%
	7.83%


Table- 20: Cost of Fund Ratio of IBBL, AIBL & SIBL for 2017


Figure- 30: Cost of Fund in Percentage of IBBL, AIBL & SIBL



Interpretation: By observing the cost of funds percentage we can easily say that IBBL is in the best position among the other banks. It can be said that IBBL collects its funs with a lower costs which is good for the banks. AIBL is in the 2nd position and SIBL is in the 3rd. AIBL is also trying to reduce the percentage.







[bookmark: _Toc534486053]Year Wise Return on Equity Ratio:
	2017
	IBBL
	AIBL
	SIBL

	ROE in %
	9.63%
	14.07%
	9.14%


Table- 21: ROE Ratio of IBBL, AIBL & SIBL for 2017


Figure- 31: ROE in % of IBBL, AIBL & SIBL

Interpretation: In the ROE ratio AIBL is in the first position, second IBBL and third SIBL. By observing the ROE ratio it can be said that AIBL earn more return on equity than others. 
[bookmark: _Toc534486054]Year Wise Return on Assets Ratio:
	2017
	IBBL
	AIBL
	SIBL

	ROA in %
	0.55%
	0.99%
	0.64%


Table- 22: ROA Ratio of IBBL, AIBL & SIBL for 2017




Interpretation: By observing the ROA among the three banks we can easily say that AIBL. AIBL use their assets more efficiently to earn a better return than other two bank. SIBL in the second position and IBBL in the third. But whenever we see the amount of return from assets IBBL in the first position.  


[bookmark: _Toc534486055]Year Wise Return on Investment Ratio:
	2017
	IBBL
	AIBL
	SIBL

	ROI %
	8.14%
	10.41%
	9.12%


Table- 23: ROI Ratio of IBBL, AIBL & SIBL for 2017




Interpretation: By observing the ROI percentages among the three banks we can easily say that AIBL in the better position rather than IBBL & SIBL. But if we see their annual amount of investment IBBL is in the better position among the other two banks.
















Chapter - 05
Findings, Conclusion, & Recommendations
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[bookmark: _Toc534486056]MAJOR FINDINGS

The study on Investment Performance of Islami Bank Bangladesh Ltd. has revealed following findings.

· The deposit has increase from tk 473140 in 2013 to tk 755022 in 2017 million in 2017. However, the growth rate of deposit has fluctuated over the year.  
· The investment has increased over the years from tk 406817 million in 2013 to tk 710728 in 2017. However the growth rate of investment has fluctuated over the years. 
· Maximum amount of investment of IBBL was in SME in 2017 which is 42% of total investment in 2017.
· IBBL invest major portion of investment in Bai Murabaha that is 55.17% in 2013 to 58.84% in 2017.
· The classified investment has increased from tk 14941.90 million in 2013 to tk 25518.61 million in 2017.
· By comparing IBBL with other two Shari’ah Based Islami Banks AIBL and SIBL, IBBl Investments to Deposits ratio is 87.80% where IBBL is in the 3rd position.
· IBBL ROE percentage is 9.63% in the rank which is 2nd and not good for them.
· IBBL ROA percentage is 0.55% in the rank which is 3rd and also not good for them
· IBBL NPI percentage is 3.97% which is good.
· IBBL ROI ratio is not good after measuring among the other two banks and it is 8.14%.



[bookmark: _Toc534486057]CONCLUSION	

Banking industry is the main monetary medium in a country. It is a very defying institute in the age of globalization and free trade. For running a bank the process and system are changing day by day. Islami Bank is the first rung to the implementation of making the country’s banking system Islamic. Continuing this series of success, 7 more Islamic banks in our country are working. Besides, 17 conventional banks have opened Islamic window & branches.

In order to have an insight into how effectively the bank is doing its investment activities, this study has been conducted. The study reveals that there is an upward trend in its investment. However there is decreasing trend in its classified investment. Therefore bank should concentrate on investment recovery process in order to reduce its classified investment and provision against classified investment.

During their 33 years of journey, IBBL has proven excellence in their business success, contribution in national development & social responsibility. Through achieving Islami Shariah’s aim of mass welfare, they want to build up a hunger-poverty-exploitation-free Bangladesh, and make a position among the countries of this world. Thus, this country has positioned itself as the leading private bank of Bangladesh. Now, IBBL is determined to play more vital role in building up the golden Bangladesh which our nation dreams of. Keeping this series of success, Islami Bank Bangladesh Ltd. can obtain far better position in global banking.
[bookmark: _Toc534486058]RECOMMENDATIONS

Though Islami Bank Bangladesh Limited (IBBL) is the leading private bank of our country, it has some crucial areas to improve and have to maintain. The recommendations are given below:

· IBBL has an increasing trend of deposits. They need to maintain and improve this trend by extending Branches, introducing newer schemes, and providing more improved customer service.
· The bank should establish separate Recovery Unit, and establish Division wise recovery monitoring team to reduce the classified investment.
· The customers should be analyzed properly by collection information from credit information bureau or past behavior of the customer so that classified investment can be reduced.
· The borrowers should be monitored properly to ensure the proper use loan for specified purpose to avoid moral hazard. After observing investment performance of IBBL among the other two Shari’ah Based Islami Bank we find that IBBL should increase its investment to deposit ratio, more emphasis should give to increase the ROA, ROE and last but not the list ROI which is more important for every bank to sustain in the markets. And also remember to reduce the cost of funds percentages and the NPI is a sensitive parts for every bank in its reputation as well as its sustainability.  
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1st Reminder by the bank


Execution of legal rules by the help of court


2nd Reminder by the bank


Final reminder by the bank


Providing legal notice













Deposits of IBBL (BDT in Million)
Deposits of AIBL	2013	2014	2015	2016	2017	473140.96	560696.30000000005	615359.21	681352.25	755022.25	Growth Rate of Deposits
Investment of AIBL	
2013	2014	2015	2016	2017	0.1323	0.18510000000000001	9.7500000000000045E-2	0.10720000000000079	0.10810000000000022	Investment of IBBL (BDT in Million)
Investment of AIBL	406,817
2013	2014	2015	2016	2017	406804.56	463475	530194.5	616418.91	710728.93	Growth Rate of Investment
Investment of AIBL	
2013	2014	2015	2016	2017	9.0900000000000022E-2	0.13930000000000001	0.14400000000000004	0.16259999999999999	0.15300000000000041	Investment to Deposit Ratio 
Investment to Deposit Ratio 	2013	2014	2015	2016	2017	0.82350000000000001	0.79879999999999995	0.83590000000000064	0.86430000000000062	0.87800000000000566	
Mode-wise Investment in 2016
Mode-wise Investment in 2014	Bai-Murabaha	Bai-Muajjal	HPSM	Musharaka	Mudaraba	Bai-Salam	Quard	Khidmah Card	Bill Purchased 	&	 Discounted	0.60080000000000611	6.7400000000000029E-2	0.2271	1.0000000000000041E-3	8.1000000000000048E-3	1.3500000000000142E-2	2.2800000000000212E-2	2.0000000000000052E-4	5.9100000000000014E-2	
Mode-wise Investment in 2017
Mode-wise Investment in 2015	Bai-Murabaha	Bai-Muajjal	HPSM	Musharaka	Mudaraba	Bai-Salam	Quard	Khidmah Card	Bill Purchased 	&	 Discounted	0.58839999999999959	6.3200000000000006E-2	0.23540000000000041	7.0000000000000823E-4	7.0000000000000114E-3	1.4800000000000001E-2	2.81E-2	2.0000000000000052E-4	6.2200000000000012E-2	
Investment in Bai-Murabaha (BDT in Million)
Investment in Murabaha	2013	2014	2015	2016	2017	224456	281556	331239	370371.46	418892.64999999985	Investment in Bai-Murabaha in %
Investment in Murabaha	2013	2014	2015	2016	2017	0.55170000000000063	0.60750000000000004	0.62470000000000681	0.60080000000000544	0.58839999999999959	Investment of IBBL in HPSM (BDT in Million)
Investment in Bai-Muazzal	2013	2014	2015	2016	2017	95491	109941	123856	139963.72	167329.18	Investment in HPSM in %
Investment in Bai-Muazzal	
2013	2014	2015	2016	2017	0.23469999999999999	0.23719999999999999	0.2336	0.2271	0.23540000000000041	Investment of IBBL in Bai-Muajjal (BDT in Million)
Investment in Hire Purchase	2013	2014	2015	2016	2017	23103	15443	34818	41545.46	46367.48	Investment in Bai-Muajjal in %
Investment in Hire Purchase by %	
2013	2014	2015	2016	2017	5.6800000000000003E-2	3.3300000000000003E-2	6.5699999999999995E-2	6.7400000000000029E-2	6.3200000000000006E-2	Sector-wise Investment of IBBL in 2017
 (BDT in Million)
Sector-wise Investment of AIBL in 2015	Trade 	&	 Commerce	Real Estate	Transport	Agriculture	Industrial	Others	0.30540000000000278	7.1199999999999999E-2	1.2999999999999998E-2	2.4199999999999989E-2	0.53759999999999997	4.8599999999999997E-2	
Investment in 2016
Geographical Investment in 2014	Dhaka	Chittagong	Khulna	Rajshahi	Barisal	Sylhet	Rangpur	Mymensingh	0.55710000000000004	0.19969999999999999	6.7299999999999999E-2	9.1700000000000004E-2	1.5299999999999998E-2	2.1200000000000042E-2	3.2900000000000006E-2	1.4800000000000001E-2	Investment in 2017
Geographical Investment in 2015	Dhaka	Chittagong	Khulna	Rajshahi	Barisal	Sylhet	Rangpur	Mymensingh	0.55220000000000002	0.20610000000000001	6.7599999999999993E-2	8.6700000000000041E-2	1.5400000000000021E-2	2.2500000000000006E-2	3.4200000000000001E-2	1.53	Classified Investment of IBBL
Classified Investment of AIBL	
2013	2014	2015	2016	2017	14941.9	22807.24	22541.24	23601.59	25518.609999999808	Classified Investment as A % of Total Investment
Investment in Hire Purchase by %	
2013	2014	2015	2016	2017	3.7100000000000001E-2	4.9200000000000021E-2	4.2200000000000001E-2	3.8300000000000001E-2	3.5900000000000001E-2	Income from Investment of IBBL
Income from Investment of AIBL	
2013	2014	2015	2016	2017	48145.46	49109.96	48152.28	52942.09	57141.63	ROI of IBBL
ROI of IBBL	
2013	2014	2015	2016	2017	0.1149	9.8600000000000798E-2	8.2000000000000003E-2	8.2900000000000001E-2	8.14E-2	Investment to Deoposit Ratio

Deposit Amount in Million	IBBL	AIBL	SIBL	755022.25	244806.26	145383	Investment	IBBL	AIBL	SIBL	748672.54	235905.23	158668	Investment to Deposit Ratio	IBBL	AIBL	SIBL	0.878	0.89949999999999997	0.90169999999999995	



Investment to Deposit Ratio

Investment to Deposit Ratio	IBBL	AIBL	SIBL	0.878	0.89949999999999997	0.90169999999999995	



NPI % to Total Investment	IBBL	AIBL	SIBL	3.5900000000000001E-2	4.1000000000000002E-2	3.9699999999999999E-2	



Cost of Fund in Percentage	IBBL	AIBL	SIBL	7.4200000000000002E-2	7.5499999999999998E-2	7.8299999999999995E-2	



ROE in %	IBBL	AIBL	SIBL	9.6299999999999997E-2	0.14069999999999999	9.1399999999999995E-2	



ROA in %	IBBL	AIBL	SIBL	5.4999999999999997E-3	9.9000000000000008E-3	6.4000000000000003E-3	


ROI in Percentage

ROI %	IBBL	AIBL	SIBL	8.14E-2	0.1041	9.1200000000000003E-2	
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