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Executive Summary

Bank has a vital role in the contribution of economic growth of a country. Operating as a business bank, Brac Bank has advanced in the private banking sector, concentrating on SME financing by its various specialisms. This report has been prepared as a requirement for the completion of my internship program at Brac Bank limited (Head Office). It has been diversified with sections about the organization itself, with its services and products and the general view Small and Medium Enterprises (SME) division of the bank. The report also includes the different aspects of providing loans to Small and Medium Entrepreneurs to build up their dreams.
Brac bank SME division was established to become the “Missing Middle” and to create a socio- economic impact on the country. Within a span of 11 years, it has managed to become the country’s one of the largest finance provider in terms of SME. It has reached such a position with careful consideration regarding its policies and actions. In this report, such brief discussions have been included so as to understand the different perspective whilst acquiring loan and what criteria is followed by the bank in order to choose potential clients among the many applicants in order to avoid possible defaulters.
In addition, some suggestions have also been included for the betterment of the SME Division based on the findings and analysis.
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Introduction
Small and Medium Enterprises (SME) are one of the most essential part of the economy of the world. They are given the most priority due to their immense multi-dimensional contribution in the socio-economic sector of a country. They are easy to commence with minimum capital, and also employs a significantly large number of people, fulfilling the local demands and also contributing in export earnings.
SME has been playing a significant role by creating opportunities of employment and also has been producing machinery and machinery parts to save a huge amount of foreign currency for our own country. It has the vision to lessen poverty, create employment and generate the economic growth of the country. In order to develop the economic growth, efforts need to be increased to achieve a strong industrial base and a good grip on foreign trade. As increased globalization has taken place greatly, it is common for foreign goods to swarm the market, which is why, it is imperative for SMEs to develop their production processes and capabilities to produce quality products in a competitive price.
Although the SME sector is becoming a thriving industrial sector in our economy, and contributing hugely in the exports of the country, it is still facing a number of problems. Some of the common complications are lack of technical advancements, shortage of financial support, lack of skilled workers, marketing link, Research and Development sector, knowledge on safety measures, hygiene, environmental pollution, etc.
For the solution to most of these problems to be taken care of and for a healthy and blooming growth in the economy of the country, a very handsome contribution can be upheld by the banks, which is why SME banking has indeed proven to be a topic of vast interest.




Objectives of the report
1. To get a general idea of SME banking in accordance to Bangladesh Bank
1. To state an overview of the SME division of Brac Bank Ltd
1. To acknowledge the SME loan activities in Brac Bank
1. To find out the basic appraisal of SME loan
1. To explore the enterprise selection criteria in order to provide loans
1. To know the terms and conditions of SME loans
1. To determine the security of SME related services


Methodology
This report has been conducted with the help of both primary and secondary data. The primary data has been gathered by communicating with the staff of the SME department in Brac bank in the form of discussion sessions. On the other hand, the secondary data has been acquired from different websites and publications regarding the SME sectors in Bangladesh, also acknowledging the SME banking of banks other than Brac bank.


Limitation
Working as an intern in Brac bank has only facilitated me with gathering both the knowledge and job experience for merely three months. Within this short span of time, it is impossible to gather a thorough knowledge about the SME banking sector, as it is undoubtedly a broad and complex area to study and understand. On the other hand some information was hard to get accessed due to the issues of confidentiality and bank policies as well.



BRAC BANK LTD
Overview
BRAC Bank Ltd started its journey in 2001. As of today BRAC bank has over 176 branches over the country, it has over ATMs and 448 SME unit offices. It has disbursed over BDT 30,000 Crore of SME loan and has over 1,500,000 individual customers who access online banking facilities. BRAC bank limited has been the fastest growing bank in 2004 and 2005. In the year 2005 Brac bank had a recorded 103% growth in assets and a 65% growth in liabilities with an operating profit of 84% over the previous year 2004. BRAC bank mainly focuses on the unexplored market niches in the small and medium enterprise business. It has distributed over 1200 crore in loans over the previous 4 years. Fazle Hasan Abed started the organization BRAC as an initiative to overcome the traumas of the liberation war and to help settle the refugees returning from India. BRAC has one of the largest employees sector for over 97,193 people with 62% women. Base of their work is mainly on poverty alleviation and empowerment of the poor. 

History
BRAC bank Ltd is an affiliate of Bangladesh Rural Advancement Committee (BRAC). The Bank is one of the largest non-Governmental development organizations. It operates based on a particular task, where profit and social responsibility are closely associated. It aims to operate in order to strive towards a poverty-free enlightened Bangladesh. The present shareholders of Brac Bank institute are by BRAC, International Finance Corporation (IFC) and Shore cap international. Recently the bank has gone public with impressive increase in price of shares. This initiatives taken by the organization makes certain that it will have a promising future. Over the last 5 years of operation, the bank has ultimately distributed over BDT 2200 crore in loans to over 50,000 small and medium entrepreneurs as of in 2007. In 2007 they have distributed of over BDT 4100 crore. This rapid growth can contribute to significant development of the employment in Bangladesh. Brac bank has lots of services and products introduced over the years, such as the savings mobilization and consumer lending businesses. They hope to introduce many more services and products as well as add a wider network of SME unit offices, Retail Branches and ATMs across the country. 
IFC (International Finance Corporation) is one of the members of World Bank. Using various channels and distributors overseas they help to facilitate local financial institutions to find profitable ways to target small and medium sized companies. It has a 9.5% share in BBL. They plan to expand their organization by introducing new products and training branch managers.
Shore Cap International Ltd. is another type of international institutional investor. It is a private, non-profit equity company seeking to invest in small and medium business banks in countries with developing and transitional economies. It typically invests between the range of $500,000 and $2million for an ownership position of 10-25% of a company. Their management team is has experience and is committed to a set of local development minded investors.

Vision for the future
BRAC bank being one the largest commercial banks seeks to build and develop small and medium businesses with growth potential in order to become profitable and socially responsible. BRAC bank always looks out for innovation making them one of the unique organizations in Bangladesh. They tend to add value worldwide in which their bank professionals and officials are willing to educate themselves by consistently communicating and learning from their customers and colleagues. They will co-operate, work as a team, expand their mind, take rational decisions, research, innovative and overcome obstacles in order to serve and satisfy their customers. They will also have to create customer loyalty by proper communication, feedback and professional service delivery. In order to expand and grow their business they need to have continuous improvement, problem solving and efficient service and also create opportunities for the organization. The attitude and behavior towards the customers should be served with respect and will have to provide greater service in order to instill a strong customer service culture throughout the bank. The road to success is not an easy task, the organization will have to treat its employees with dignity and will build a company of highly qualified professionals who have integrity and believe in the Bank’s vision.
Corporate mission
In order for the organization to grow and expand, a certain agenda has to be followed in order to achieve success. They are:
1. Strengthen and support growth in small and medium enterprise sector.
1. Control growth in retained assets and continuous low cost deposit growth.
1. Corporate Assets to be funded through self-liability mobilization. Growth in Assets through Syndications and Investment in faster growing sectors
1. Continuous endeavor to increase fee based income
1. Keep our Debt Charges at 2% to maintain a steady profitable growth
1. Achieve efficient synergies between the bank’s Branches, SME Unit Offices and BRAC field offices for delivery of Remittance and Bank’s other products and services
1. Manage various lines of business in a fully controlled environment with no compromise on service quality
1. Keep a diverse, far flung team fully motivated and driven towards materializing the bank’s vision into reality

Goals
With the enormous amount of loans given to small and medium sized enterprises throughout the country, they will be the market leader. Maintaining, sustaining and continuously improving will make it a world class organization in terms of service quality and establishing relationships that help its customers to develop and grow successfully. It will gain loyalty and will be the first choice for both its employees and its customers and be the model bank in this part of the world.



Board of directors

The board of directors of BRAC bank limited is followed by Sir Fazle Hasan Abed, KCMG (Chairman), Shib Narayan kairy (Nominated Director), Nihad kabir (Nominated director), Kazi mahmood sattar (Independent director), Kaiser kabir (Nominated director), Dr. Ahsan H Mansur (Independent director), Asif saleh (Nominated director), Fahima Choudhury (Nominated director), Selim R.F. Hussain (Managing director and CEO).


Shareholding Structure

[image: ]
Departments of Brac Bank

It would be very difficult to allocate tasks and monitor the system properly, if the jobs are not allocated in accordance to their interrelationship in the bank. If the departments are not carrying out their own work, it would be a greatly haphazard situation and the performance according to the designated department cannot be measured. The departments of Brac bank are:

1. Human Resources Department
1. Financial Administration Department
1. Asset Operation Department
1. Credit Division
1. SME Division
1. Internal Control & Compliance Department
1. Marketing & Product Development
1. Remittance Operation Department
1. Treasury Division
1. General Services division
1. Information Technology Department

Business Units
1. There are five different business units generating business BRAC Bank Limited:
1. Small & Medium Enterprise (SME)
1. Corporate Banking
1. Retail Banking
1. Treasury
1. Remittance Services
Products and services

a) SME banking:- A country like Bangladesh needs development and people are struggling throughout their lives. Uplifting the economy is the main goal. Micro lenders are working here and there providing loans to small entrepreneurs. The small and medium businesses were overlooked and they cannot uplift their finance. BRAC has taken the step to strive them towards their financial growth with double bottom line vision. BRAC Bank wants to see the emancipation of grass-roots level to their economic height and also to make profit by serving the interest of missing middle groups. 50% of their
total portfolio usually collected from urban areas, are channeled to support these entrepreneurs who in future will become the potential strength of our economy.
Brac Bank’s SME products:
1. Prothoma Rin 
2. Annano Rin
3. Aporba Rin 
4. Supplier Finance
5. Digon Rin
6. Arogga Rin
7. Patshala Rin
Brac Bank’s Retail products:  
1) Loan products:-
a)  Doctors Loan 
b)  Salary Loan
c)  Now Loan 
d)  Car Loan 
e)  Teachers loan
f)  Study Loan
g)  Travel Loan
h)  Credit card loan
i)  Top Up Loan
j)  Hi Flyer Loan
k) Secured Loan
2) Cards products:-
a) ATM card
b) Alico Card (co-branded card)
c) Arong Card (Co-branded card)
d) Dia gold (Co-branded card)
3) Deposit products
a) Step up fixed deposit
b) Salary Account
c) Current account
d) Short term deposit
e) Saving Account
f) Ezee Account
g) DPS
h) Abiram account
i) Interest first
j) Fixed deposit


Achievements
1. Awarded as the Asia money "Best Bank for SMEs" 2017
1. Won ICMAB Best Corporate Award 2015 (3rd Position)
1. Won prestigious 'Sustainable Marketing Excellence Award' from CMO Asia
1. Won prestigious 'Best Bank in Bangladesh Award' from Finance Asia
1. Won The Best Managed Bank Award from The Asian Banker
1. Won the Award for Best Retail Bank in Bangladesh by The Asian Banker- 2011
1. Received ICAB National Award- 2010
1. Awarded prestigious FT Sustainable Bank- 2010
1. Received Daily Star Bangladesh Business Awards 2008
1. Received National Award as the Highest VAT payer for the financial year 2007-2008
1. Received ICAB National Award- 2007
	

	











Literature Review
SME in Bangladesh faces two difficulties in obtaining credit from the bank, related to investment and working capital. This is mainly because of lacking of collateral and also high mortality rate, which causes the bank to be reluctant to provide loan. Due to high probability of loan default, and low security, SME is not considered to be profitable by banks.
But still, in recent days, SME are flourishing the country’s economic growth, which is why these sectors need to be concentrated in. The sources of finances acknowledged by SME can be the owner’s own savings, and retained profit (Wu, Song & Zong, 2008). It can also include outside, informal sources, for example, help from friends and family ( Abouzeedan, 2003), trade capital, venture capital and angel financiers (He & Baker, 2007) and then move on to formal external source like banks, financial institutions and security markets ( Chittenden, Hall & Hutchinson, 1996)
Recently in Bangladesh, a “National SME Fair- 2018” has been held on April, 4th 2018, with a view to promote SME products, which also included the publicity and expansion of market at local and international level. This fair has been organized for the 6th time by the SME foundation and Bangladesh Chamber of Commerce at the Bangabandhu International Conference Centre (BICC). Here, a total of 274 SME entrepreneurs, including 183 women, will exhibit their products, including jute, agriculture and leather products, electrics and electrical items, light engineering products, handicrafts and plastic and synthetics items. No foreign products were allowed to be sold there. The SME Foundation will give the “National SME Entrepreneurs Award-2018″ at the fair. Each winner will be given Taka 100,000, a trophy and a certificate. This information was announced by Industries Minister Amir Hossain Amu, and this also indicates how it is being tried to nudge SMEs towards hard work and tolerance.
The fact that Bangladesh government is taking it more seriously, is based on the occurrence when, the German investors are invited for greater participation in the development of SME sector  in addition to infrastructure development, power regeneration, ICT, shipbuilding and renewable energy sectors (Md Shahriar Alam, 2017). This is because currently, SME sector contributes roughly 28-29 percent in Bangladesh’s economy while it is approximately 52 percent for Germany.
Findings:
SME Banking in accordance to Bangladesh Bank
Definition of small enterprise
Small enterprise is a business which is not a public limited company and has the following norms:
	Sector
	Fixed Asset other than Land and Building (Taka)
	Employed Staff

	Service 
	50,000-50,00,000
	25

	Business
	50,000-50,00,000
	25

	Industrial
	50,000-1,50,00,000
	50



Definition of medium enterprise
Medium enterprise is a firm which is not a public limited company and has the following norms:
	Sector
	Fixed Asset other than Land and Building (Taka)
	Employed Staff

	Service
	50,00,000-10,00,00,000
	50

	Business
	50,00,000-10,00,00,000
	50

	Industrial
	1,50,00,000-20,00,00,000
	150



General SME guidelines as per Bangladesh Bank
Before moving on to the depth of Brac bank’s SME banking sector, it is highly necessary to acknowledge the guidelines approved for it by the central bank of Bangladesh in order to focus on all groups to which credit must be facilitated, allowing it to grow. This is why, a new department has been established by the name of ‘SME and Special Programs Department’ which is solely responsible for policy formulation, enabling fund and monitoring and development of the entrepreneurship in the SME sector. The guidelines formulated for compliance of the banks and financial institutions are:
1. For the first time in Bangladesh, a target has been set for the banks and financial institutions for SME loan disbursements, as SME growth is considered to be one of the most growing sector in our economy.
1. An “Area Approach Method” should be followed to attain their set goals, dividing it in terms of sector, region and branch wise.
1. Every bank and financial institution shall follow different strategies which would be easy and speedy in terms of financing loans and disbursement processes, with the least amount of formalities.
1. Importance will be given to the small entrepreneurs
1. Credit limit for the small entrepreneurs are ranged from Tk 50,000 to Tk 5,00,000.
1. In order to encourage more women into the development of the industrial sector of the country, priority will be given to women entrepreneurs with potential business ideas in case of SME credit disbursements also in a reasonable short span of time
1. A separate ‘Women Entrepreneurs’ Dedicated Desk’ should be established in all banks and financial institutions with necessary staff and a lady officer should be appointed as a chief officer of the desk. Meanwhile a branch wise list of ‘Women Entrepreneurs’ Dedicated Desk’ should be sent to SME and Special Programs Department of Bangladesh Bank within two months of the date of this policy declaration.
1. Banks and Financial institutions should be allowed to sanction loans to the limit of 
Tk 25,00,000 against personal guarantee. In such cases, group security can be considered.
1. The success of loan disbursements will be considered as yardsticks to acknowledge further approvals of new branches of the concerned banks. When the sectors of SME and agriculture are financed with priority, license for new branches are issued in the name of ‘SME/Agriculture Branch’ rather than SME service centres
1. The interest rate has to be fixed by the banks on SME loan sector and has to be informed to Bangladesh Bank immediately. The payments to the women entrepreneurs from the refinanced funds has to be made at bank rate + 5% interest
1. Training has to be provided to entrepreneurs
SME overview of Brac Bank Limited
The journey of Small and Medium Enterprise began when the financial pyramid was analyzed. The pyramid had huge, corporate institutions in the top and low earning individuals at the bottom. Those at the upper level are served by banks and financial institutions, whereas the ones in the bottom are provided service by Micro Financial Institutions. The middle portion of SME sector was missing the admittance to the right kind of banking system, which is when Brac filled out this missing gap. Being one of the youngest bank, it took the initiative to break off from the usual tradition to support entrepreneurial ingenuity.
Reasons for SME banking
1. Help Small and Medium Enterprises- As these firms do not get easy access to getting loans from commercial banks and financial institutions, Brac bank is making it very easy for them with limited mortgage.
1. Economic Development- It is known to us already how SMEs hold a generous importance to the development of the country’s economy
1. Generate Employment- The formation of these small and medium enterprises will cause more jobs to be available, which will thereby increase opportunities of employment. This is because more man power is needed to support the goals of the entrepreneurs.
1. Encourage Manufacturing Activity- CROs try and educate them to produce materials on their own so as to reduce cost and enjoy higher profits.
1. Access knowledge- Another reason for Brac bank for SME banking is to spread the knowledge about it to entrepreneurs, so that they become more revised about the benefits from its services. 
Target Segments for SME financing
1. Agriculture and Agricultural Development items
1. Fishing and fishing business promotion
1. Medical Facilities
1. IT business
1. Communication and transportation
1. Forestry and furniture
1. Construction business and development business
1. Leather industry
1. Knitwear and garments product
1. Plastics and synthetics
1. Entertainment
1. Photography
1. Tourism business
1. Warehouse and Container services
1. Printing and packaging
1. Pathological Laboratories
1. Horticulture Industry
1. Food and Oil Processing plants
1. Education Facility
1. Telecommunication

SME Deposit Products
1. Prapti Current Account is an interest bearing current account for SMEs, which ensures easy and profitable business transactions. Organizations like sole proprietorship, NGOs, Private Limited Companies, Educational Institutions etc. can avail this service.  
      Characteristics
0. Designed to handle the business transactions
0. Interest is paid daily in this current account
0. Welcome package of Tk 2000 as the opening balance with no interest rate
0. No cheque fees
0. Facilitated with unlimited transactions

1. Prachurjo Fixed Deposit is a cost- effective fixed deposit for SMEs. With a minimum balance of Tk 50,000 and a valid business license can open this account. Organizations like sole proprietorship, NGOs, Private Limited Companies, Educational Institutions etc. can avail this service
     Characteristics
1. Minimum 1 month and a maximum of 36 months of tenure
1. Fees including are govt. excise / duty on interest earned
1. Interest applicable on maturity
1. No pre-encashment fees

1. Shonchoy SME Deposit is introduced to all SME clients by Brac bank. It is a monthly deposit plan for entrepreneurs for business back up plans and emergency situations. It is allowing businesses to save depending on the business’s needs and then get an attractive amount upon maturity. Organizations like sole proprietorship, partnership businesses, local co-operative society, NGOs, Private Limited Companies, Educational Institutions etc. can avail this service.

Characteristics

2. Monthly installment of Tk 500 (minimum)
2. Tenor of 1 to 10 years
2. Over draft facility secured on the deposited amount by 95%
2. No cost charged for maintenance

SME Loan Products
1. Anonno is a loan for entrepreneurs who are involved in trading, manufacturing, service, agriculture, non-firm rural activities, agro based industries and many other sectors in Bangladesh, marketed through Brac bank’s SME unit offices or Krishi branches across the country. The loan is for entrepreneurs, aged 21 to 60, and also experienced for a minimum of three years of experience in a related business line. The entrepreneurs should also have the plan of making the business go in a going concern concept. The minimum and maximum amount to borrow for 12, 18, 24, 30, 36 months are Tk 2 lac and Tk 10 lac and minimum BDT 6lac up to maximum of BDT 10lac for 48 months.

Characteristics

0. Loan without mortgage
0. Discounted rates for borrowers paying in due time
0. Quick banking system

1. Apurbo is a loan facility for small entrepreneurs, for them to meet any kind of business needs. It is offering BDT 1 million to BDT 30 million in case of registered mortgages. The loan is for entrepreneurs, aged 21 to 60, and also experienced for a minimum of three years of experience in a related business line. The entrepreneurs should have the plan of making the business go in a going concern concept.

Characteristics 

1. Simple loan processing, Limited documents
1. Quick disbursement
1. Easy installment and overdraft facility

1. Prothoma is a loan facility for small scale business owned by women entrepreneurs. A maximum amount of BDT 1 million is offered to meet business needs. Any business with a valid trade license, which is at least 2 years old can avail this service, but the business has to be Sole proprietorship, Partnership or Private Limited Company.

Characteristics
2. Interest rate as low as 10%
2. Easy and simple loan processing
2. No securities needed

1. Shomriddhi Rin is the loan facility for meeting export import related expenses, post import expenses, tax/ duty payments, fixed asset and working capital finance. It is offering BDT 1 lac to 50 million. Any business with a valid trade license, which is at least 2 years old can avail this service, but the business has to be Sole proprietorship, Partnership or Private Limited Company.

      Facilities provided:

3. Letter of Credit (LC)/Loan against trust receipt (LATR)- LC opening facility from BDT 1 lac to BDY 50 million, up to 90% loan against LC
3. Revolving Loan- for import duty payment or purchase of goods, loan up to BDT 20 million
3. Local Bill purchase- Loan up to BDT 30 million for export

Characteristics

1. Simple and easy loan processing
1. Convenient interest rate
1. Loan payment facility up to 180 days

1. Shompod Rin is a loan facility providing an amount of BDT 1 million to BDT 35 million against home or business premise mortgage. SMEs with valid trade license and operating for three years in Dhaka and Chittagong Metropolitan area.

Characteristics

4.  Loan with monthly installment repayment facility for maximum of 10 years
4. To meet working capital needs, overdraft facility provided
4. Loan provided to purchase business premises
Procedure of SME loan

[image: ]

Loan Sanction Activities
1. A potential enterprise has to be selected, and this step is conducted by the Customer Relations Officer, who completes the task by carrying out a survey, communicating with the entrepreneurs and discussing the SME program
1. A loan presentation has to be prepared, grounded on the information provided by the entrepreneur about the business activities, premises etc
1. Confidential information about the client has to be gathered from different sources, which might include: suppliers, with whom the client has business connections, customers, banks, where the client has accounts, in order to acknowledge the transaction nature of the client
1. Upon deciding to allow the client to open a bank account, where Brac bank has an STD account, Brac bank will pay the amount of loan. This account will also be used while the repayment takes place, unless some other measures are taken
1. A Credit Information Bureau form is then filled up by the client, and if the client is not literate, the CRO fills it in on behalf of the client and sends it off to the SME head office after ensuring that it is signed
1. The CIB form, along with other collected information is then sent to Bangladesh Bank by the SME head office for clearance, and the form is returned back with a reference number within 10-12 days
1. The CIB report states whether Brac bank will provide the loan or not, based on the client’s transactional behavior with any other bank or financial institution. 

Basic Appraisal of SME Loan
Business appraisal is hugely necessary before allowing a loan to be provided. It is merely an approach to assess and analyze the business from different perspectives, moreover the risks associated with it. At time of appraisal of any manufacturing, trading or service organization, different aspects need to be acknowledged.
1. Management and personal aspects- The Customer Relation Officer should gather details about the potential borrower. The details may include business related information, credit history, liquidity information and management background. The CRO should look into the matter of whether the client has a clean credit history, and even the client’s bank account and amount of balance maintained. Management’s qualification, experience, maintenance of records should provide an insight of the company.
1. Technical aspects- This aspect deals with the operation of the business, resources and technology used, the capacity to handle the business, and all other inputs (work force, materials, values etc)
1. Marketing aspects- CRO should also examine the supply and demand of the products and services the business will offer and also the threats it might have to face in the market
1. Financial aspects- This allows the financial situation of the business to be checked, by scrutinizing the balance sheets, the profit and loss statements, the ratios of working capital and so on. If the financial records are gathered properly, then a somewhat proper picture of the business can be gained. The matters that will also be looked into are- 
1. Current year’s profit scenario, and the forecasted profit scenario after the loan is attained
1. Net worth of the business before and after taking the loan
1. Net cash flow after the loan disbursement has to be determined
1. Business’ potential income and expenditure in order to understand the risks
1. Socio Economic aspects- Here the observer acknowledges the amount of contribution of the business to the country’s GDP, employment generated and any kind of probable, negative impact on the environment by the business
1. Security aspects- The reliability of the mortgaged property needs to be ensured

Selection criteria of potential enterprise
Enterprise Selection Criteria
While selecting a business, certain attributes must be assessed:
1. Must be running for at most a year
1. Cannot be in any way harmful to the environment
1. Should be registered legally, with valid trade license, Tax and VAT registration
1. Should be involved with socially acceptable trading activities
1. Must have a focused market with the potential of growth
1. Should be located so as to be close to its necessary resources, which can include, raw materials, suppliers, work force etc
1. Risks must be assessed because the management’s risk will gradually be the bank’s risk
Entrepreneur Selection Criteria
The management of the business has to possess the capability to flourish the business, which is why the following features must be assessed in an entrepreneur:
1. Must be physically able and fit, preferably among the age of 25 to 50. 
1. Must have the training or experience in this line of business, so as to understand that he can handle the necessary technical activities of the business
1. Must be a person of high moral values
1. Must have a high zest to think of new ways to expand the business, and also should have good leadership skills to have a control over the business
1. It has to ensured that he pays his dues on time 
1. Source of income needs to be clear and there must be a tendency to save

Terms and Condition of SME loan
Loans will be provided to the potential borrowers when they fulfill the conditions below:
1. The selection criteria needs to be fulfilled in case of both enterprise and entrepreneurs
1. The loan amount has to be from BDT 3 lac to BDT 30 lac
1. Loan processing fees include:
1. Tk 7500 for a loan of Tk 3 lacs to 5 lacs
1. Tk 10000 for a loan of Tk 5.01 lacs to 15 lacs
1. Tk 15000 for a loan of Tk 15.01 lacs to 30 lacs
Loans can be repaid in two ways:
1. In equal monthly installment with monthly interest payment
1. By a single payment at the time of maturity, with the interest to be paid at quarter of a year and the residual on maturity
1. Loans might have different validates: 3 months, 6 months, 9 months and can go on till 36 months
1. An account has to be opened by the borrower in the same branch of the same bank, where the SME has an account
1. Approved loans will be disbursed to the client through that account with an account payee cheque in the following manner: Borrower’s name, account name, bank’s name, branch’s name

1. The loan will be realized from the 1st of every months, next from whenever the disbursement took place, through an account payee cheque of Brac bank with the branch’s name
1. An account payable blank cheque has to be sent in favor of Brac bank before any loan disbursement along with other securities
1. Borrower has to put up a signboard in a visible area on his business premises on which will be written- ‘ Financed by Brac bank’
1. Adequate collateral has to be provided as per bank policy
1. 100% of the net working capital may be provided by Brac bank but not exceeding 75% of the total value of the inventory and accounts receivable. Such loans can be given for period not exceeding 18 months
1. Financing of 50% of the acquisition cost can be considered. In order to evaluate loans for fixed asset, an adequate amount of grace period is fixed based on the cash generation of the installment of the fixed asset. Maximum period can be 36 months including the grace period.
Internal securities of SME service
Proper documentations held with importance
At the time of disbursements to borrowers, proper documentation needs to be upheld. It is needed in order to acknowledge the amount of debt, the terms related to it, and even to specify the charges on the securities in favor of the bank by the borrowers. This whole procedure helps the bank to take measures against the borrower if he fails to make the repayment of the loan. If certain measures has to be upheld, court will at first review these documents. However if he documents are found to be incomplete or defective, chances of the court being in favor of the bank gets lessened. Therefore, proper documentation needs to be completed.
Types of securities:
Securities are merely selected by the bank itself, about what they would like to accept as security against the loan, from the borrowers. This is because not all kinds of securities mentioned below, are suitable. 

1. Mortgage of loan and other immobile property with the power of attorney to sell
1. Rights of Proti Rokkha Shonchoy Patra, Bangladesh Shonchoy Potro, ICB unit certificates and wage earner development bond, i.e. all considered near cash items 
1. Hypothecation of goods, accounts receivables, plant and machineries
1. Non-current assets of a manufacturing business
1. Rights of work orders and payments to be routed through the bank and also ensured by the issuer
1. Shipping paper works of  imported items

Monitoring
With proper monitoring a CRO can see whether the amount is invested in the pre- mentioned area, how well the business is being operated, the inventory position of the enterprise, the behavior of the entrepreneur, the cash/ credit purchases and sales., work in progress, finished goods, etc. Careful monitoring will help the bank to recover the loan and even help decide to take further loans. This process also helps to reduce any amount of wrong doing in the business arena.









SWOT Analysis
This analysis is a very essential tool to understand a company’s Strengths, Weaknesses, Opportunities and Weaknesses. It assists the organization to understand its performances and also acknowledge the macro environment, so as to survive among the competitors.
Strengths
If Brac Bank is rated in terms of capital adequacy, asset quality, management earning and liquidity, it is considered as one of the top most bank of Bangladesh. Due to its reputation, both household and corporate clients rely on this bank. Along with maintaining a good reputation, it also ensures the following:
1. The bank is always improving the advancements in technology, this includes, updating soft wares, creating fast connectivity links etc.
1. It maintains socializing with clients outside the office, in order to strengthen the customer relationship.
1. Procedures are made easy, to enable more clients to avail Brac bank’s service.
1. It has been founded by a group of distinguished entrepreneurs with proper financial strength and thereupon building the institution with proper foundation
1. It has this amazing and hardworking management team who are contributing to the growth and development of the bank. The top management team has all had experience working in reputed bank and everyone is an expert in their own arena, which will contribute to the further expansion of the bank.
1. The work environment is extremely interactive, compared to that of other banks. There is minimum barrier between the superiors and the subordinates and the relationship is informal, which leads to lessen the monotonous routine of bank life among the workers, and helps boost up their motivation.
1. Many tasks are performed in groups, which decreases the overall workload and enables the work to be completed in a shorter span of time and also reduces the burden off the shoulders of the workers.

Weaknesses
Some things which can be improved in the SME sector of Brac Bank are:
1. Remuneration for the new joiners are low compared to the remuneration of other banks which is a reason for educated workers to seek jobs elsewhere, and also to retain them in the workplace.
1. Promotions of the SME sector needs to be done in a proper manner, as it is a SME based bank, but it seems to be lacking behind in terms of promotions.
Opportunities
1. Brac bank can spread its branches to more places in a more diversified manner. It can consider the options of starting merchant banking or even to leasing and insurance. If it increases its business sectors, it can reduce the overall risks.
1. It might try to expand its territory overseas, as Brac is already a well renowned NGO and can thereby gather customers in an easier manner.
1. It can come up with CSR activities, in order to create a positive brand image
Threats
1. The presence of new, emerging banks in the market can impose a threat to Brac bank, and then it will have to think of ways to survive and hold its position.
1. The multinational banks such as Standard Chartered, Citi bank are taking emergent measures in the expansion of branches, and also are involved with SME banking. In terms of financial strength, 
1. Banks like Dhaka bank, Dutch Bangla Bank Limited, Prime bank are its main rivals. They are also carrying out attractive campaigns to lure public to be their clients.



	

	


Recommendation
As SME is backing up to the GDP of Bangladesh in a great deal, some recommendations to improve the ways might be suggested:
1. Use resources specifically for the growth of the business
1. A strict monitoring scheme has to be introduced for effective operation
1. The Customer Relationship Officers need to be trained well, to handle situations with clients while the disbursement of loans are taken place
1. Acknowledge customer behavior to decide whether they are trustworthy to be given loan
1. Risk Management department’s audit report should be strictly maintained, so that possible defaulters can be recognized
1. Check if the borrowers are using the money for the right purpose
1. Cash counters should be increased on the busiest branches
1. Reduce the processing time of services, so as to save the customer’s valuable time
1. The remuneration of fresh joiners of the bank should be paid handsomely, so as to get motivated effort
1. Decrease the staff turnover rate
1. Understanding the market, with constant, professional help to always stay ahead of the competitors
1. Reschedule the interest rates by being updated to the ones the competitors are offering
1. The recovery rate should be maintained onto a satisfactory level





Conclusion
The increasing importance of economic contributions made by SMEs sector necessitates better understanding of financial behavior and practices of SMEs. Now, quite an idea has been achieved that Brac bank is one the fastest growing banks in Bangladesh. SME banking, being the core product to be offered to small and mediocre entrepreneurs, has done an excellent job. It hasn’t been thought by those entrepreneurs, that acquiring loans would be so easy.
It has been acknowledged that young people has a lower rate of recovery, on the other hand, middle aged experienced entrepreneurs are more loyal and prone in the case of loan repayment, which is why the age of the loan customers are usually within the age of 30 to 40.
The level of education also doesn’t take a part in the rate of recovery. As a matter of fact, most of them are not highly educated, and have studied till class 9 or 10. At times there are also entrepreneurs who are just capable of identifying alphabets and writing their signatures. Yet, they are running their businesses successfully, which simplifies that at the end of the day experience is all that matters and education does not have that much impact on the recovery rate of SME loans. The entrepreneurs who are matured in the business ways are capable of taking their decisions based on careful understanding and tactics. They understand when the demand will be high, and when their capital would be low, upon which they will decide to acquire a loan. After the disbursement, they carefully decide how to utilize it, and then after achieving success, how to duly pay back. This is the reason Brac bank favors the experienced businessmen. 
Another factor that needs to be considered is the amount of income of the entrepreneur. If the income is high, the rate of default is lower. Higher income group tends to utilize the loan amount properly, but on the other hand, lower income group might misuse the loan amount and create irregular installments.
In this kind of banking scheme, mortgage of assets plays a vital role, because in case of unduly installments, bank can hold his assets as back up for the recovery of the installments.
Brac bank has done a thorough job contributing towards an improvement of the development of Bangladesh. Compared to other banks, it is contributing more on more fruitful and important projects of the state. It is pretty clear about the rightful thinking about helping out entrepreneurs and using the resources effectively, that has taken place, which has played a major role in increasing the economic growth of the country. It is fostering growth, generating employment, sustaining global economic recovery and also reducing poverty.
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