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                                         Executive Summary

As a part of academic requirement and completion of BBA program, I have been assigned to complete internship report on “Scenario of Islami Bank Bangladesh Limited” which included the company overview and the Comparative study between Islamic Banking system and Conventional Banking system. 
I tried my best to get a clear idea from this two month working experiences in Jatrabari Branch, Dhaka. This report focuses on how IBBL works under the Shari’ah law and their differences then other conventional banks. Islami Banks' ideology is to develop an equal society based on the principles of social justice and equity through CSR (Corporate Social Responsibility), and IBBL is working to achieve this goal. RDS and UPDS will be launched. They make a concerted effort to promote these parts while discouraging the use of expensive items. Investment items for consumers. Because IBBL is an Islamic bank, it follows Islamic principles.
Throughout the chapters of this report, I have highlighted my findings. The first chapter serves as an introduction to my research; the second section focuses on IBBL's history and company profile, which serves as an organizational overview as needed by the study. The third chapter provides a brief synopsis of the project. Lastly there are some findings and recommendation with conclusion. 
I worked in numerous departments throughout my internship. However, I was formally assigned to the section of ADC department, Clearings, and Fund Transfer, Foreign exchange department and Investment department. This report will give a clear idea of Islamic banking system and how Islami Bank Bangladesh limited provide services to their customers according to the Islamic principle. I have made every attempt to provide all pertinent information in order to provide a comprehensive overview of Islamic banking. 
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[bookmark: _Toc89413656]                          CHAPTER ONE: INTRODUCTION

[bookmark: _Toc89413657]1.0 Introduction 

Banks play a significant part in the economic growth for any country. Bank offers service for people wants to save. Banks moreover play an imperative part in offering finance to businesses who wish to invest and grow. These deposits and business investments are important for every country’s economic growth. 
“A bank is an institution which creates money with money”-W. Hock
In Bangladesh, majority of the people are Muslim. Though, no Islamic banking but only conventional banking system was developed here till 1983. However, interest is absolutely forbidden in Islam. The major aim of traditional banking is to earn revenue by borrowing and lending money in exchange of interest. As a result, there is an unfair competition among the bankers and among the consumers. The individuals of this nation are significantly committed to Islamic way of life as revered within the sacred Qur’an and the Sunnah. Islami Bank Bangladesh Limited (IBBL) started their journey from 1983, March 30.
[bookmark: _Hlk83210564]Islamic banking is the prescribed guidelines for conducting business and banking following the rules of Shari'ah. The foundation of this Islamic financial system is based on fiqhal-muamalat or Islamic rules on transactions. Besides this, The Quran, Sunnah and Ijma' (opinions collectively agreed among Shari'ah scholars), Qiyas (analogy) and Ijtehad (personal reasoning) combinedly laid the foundation, on the basis of which rules and practices of fiqhal-muamalat (Islamic jurisprudence) have been established. Islami Bank Bangladesh Limited is the first Islamic bank in South-East Asia. It is committed to perform all banking and investment activities on the basis of interest fee profit-loss sharing system. It has uncovered a new perimeter with a new hope towards occurring a long-cherished vision of the people of Bangladesh for doing their banking transactions according to Shari’ah law. Islami Bank Bangladesh Limited is now one of the leading private commercial banks in Bangladesh, thanks to the active cooperation and participation of the Islamic Development Bank (IDB) and other Islamic banks, financial institutions, government bodies, and eminent personalities from the Middle East and Gulf countries.
Banking sector is expanding its hand in several financial events. Not only that, the banking process is getting faster, easier and the banking arena is becoming wider day by day. As the
demand for better service increases day by day, banks come with different innovative ideas and products to fulfill customer needs. In order to fulfill customer needs and provide best services banks are trying their best, so that they can hold their position in this competitive market. IBBL is trying to fulfill its customer needs and satisfaction and to become their first choice in banking.
Theatrical knowledge is not enough for business student. Because there is a far gap between theatrical knowledge and practical field, this internship program is for increasing my knowledge in practical work field. The scope of the report was to find the differences between conventional banking system and Islamic banking system. There so many differences between this two. Starting from mission, vision, principal. Not only that, their internal functions are quite different from each other. Islami Bank always try to follow islami Shari’ah system.
 
[bookmark: _Toc89413658]1.1 Origin of the Report

The internship program is a prerequisite for the completion of the Bachelor of Business Administration Program of United International University. Every student has to work on a project over the period of the Internship Program. In order to complete this internship program, I have chosen a bank named “Islami Bank Bangladesh Ltd”. Within this period, essentially students can gain theoretical knowledge. Before entering into the corporate world, students should accumulate some real-world experience as their major area of study on the career choice that interests them. The most important objective of the BBA program is to make experts for the commerce division in Bangladesh. Banking sector is one of them. To become skillful in any sector every person should know the advantages and disadvantages of that particular field. It cannot be achieved only by reading books. There are huge differences between books and the real world. To fulfill this gap every student should have at least some practical knowledge of the job sector. Each student of the BBA program is sent to a diverse organization for viable introduction at the conclusion of the program and they are required to submit a report. I am extremely happy to get the opportunity at IBBL. This internship program required a two-month connection with IBBL. I took the opportunity to do my internship report in IBBL at Jatrabari Branch, Dhaka. My internship period begins from 1st July and concludes on 31st august. In IBBL I was included in their operational regions like Account opening sector, ADC department, Investment and foreign investment department, Remittance and clearing sector and also in their cash department. As a mandatory part of this program, I have to prepare a report based on my practical knowledge. 

[bookmark: _Toc89413659]1.1.1 Objective of the Report 

The research is on “Comparative study between conventional banking system and Islamic banking system”.  The objective of this report is to gather actual knowledge of Islamic banking system from my practical work experience and differentiate it with conventional banking systems. Evaluate Islamic banking system and find out how it is different from others and to know the current circumstances of Islamic banks through drift analysis. To distinguish long-standing prospects of Islamic bank in Bangladesh. 

Primary objectives

· The essential objective of the consideration is to complete the partial requirement for the awarding of the BBA degree from the business department. 
· To be familiar with Islami Bank Bangladesh LTD and the process they maintain.
· To know more about the account arranging system of IBBL, their services and digital banking system, speculation, investment and foreign trade system.
· To know about the policies for providing dividend to their shareholders of IBBL
· The objective is to plan & yield a report on the subject of “Comparative study between conventional banking and Islamic banking system”.
The essential reason for this report is to urge a thought about the Islami banking system in Bangladesh.


Secondary objectives

· To know the comparison among the schemes practiced by conventional banks and Islami Banks.
· To compare Islami Bank Bangladesh Ltd. with the other Conventional banks according to their objectives, principles, function, policies and banking system.
· To be familiar with the function of Islamic banking sector.
· To be exceptionally clear and recognizable with the administration framework of IBBL. 
· To analyze the benefit strategy of Islami Bank Limited.
· To a clear situation of the working hours, values and managing an account environment. 
· Applying theoretical knowledge in real life.

[bookmark: _Toc81234677][bookmark: _Toc89413660]1.1.2 Methodology of the Study

The study is performed based on both primary and secondary sources. This report is not fully based on analysis but with some actual facts set by IBBL authority. The majority of the data was gathered through a series of interviews with top and middle management leaders. This study's data collecting approach included both primary and secondary sources. I used a variety of materials to compile my research, including books on the Islamic banking system, articles written by Islamic authors, and so on.

[bookmark: _Toc81234678]Primary Sources

· Some information is collected from authorities and a few information are collected from clients. 
· Personal inspection
· Non formal discussion with officers 
· Practical work experience in different desks. 
· [bookmark: _Toc81234679]In depth study of given topic

Secondary Sources
· Periodical report by IBBL 
· Website
· Different notices of Bangladesh Bank about Islamic banking system.
· Distinctive books, preparing papers, manuals, paper and diaries distributed by IBBL
[bookmark: _Toc81234680]
[bookmark: _Toc89413661]1.1.3 Scope of the Study

The scope of the report is analyzing the activities and performance to find out the differences between Islamic banking system and conventional banking system. In this work I tried to find out as much information as possible to get the desired result. I tried to do a brief comparison of Islamic banking with Conventional Banking and each of the above areas was critically analyzed in order to determine the justification for Islamic Banking system.
[bookmark: _Toc81234681]The time of my internship began 1st July and ended on 31st august.  There was moreover an arrangement of distinctive divisions inside the time. This present study helped me to understand different sectors in banks such as help desk, account opening department, ADC department, Investment and foreign exchange department, clearing and foreign remittance department. 

[bookmark: _Toc89413662]1.2 Limitations of the study 

· The main limitation of this report is time limitations. The time of my internship has begun 1st July and I was designated for two month’s internship programs. There I had to work in different sectors of the office as scheduled work. It was troublesome to gather the data related to my report since the individuals of the bank were so active with their work that they wouldn't be able to allow me much time. It is so hard to collect so much information within such a small period of time.
· For this report I needed data from both conventional banks and Islamic bank, here I only got direct data from Islami Bank Bangladesh LTD
· One of the limitations I faced in preparing this report was the sensitivity of the data. Bank policies are exceptionally secret so they didn’t give that much of what I needed.
· Rush hours was another reason that acted as an obstacle while gathering data, Since the officers are as well active with their work so they couldn't give much attention.
· It was difficult to find relevant papers and documents for my research and some of the data was not satisfactorily accessible. 
· The study was mostly done based on secondary data.
· As it was my first working place, lack of experiences has acted as constraints in the way of meticulous exploration on the topic.
In spite of the fact that there were so many restrictions, I tried my best to fulfill them and tried best possible way to complete the report.




[bookmark: _Hlk83031917][bookmark: _Toc89413663]                     CHAPTER TWO: COMPANY OVERVIEW

[bookmark: _Toc89413664]2.0 Biography of the Islami Bank Bangladesh Limited 

As part of the revival of Islamic identity in the late twentieth century, many Islamic banks were established to apply Islamic precepts to private or semi-private business entities in the Muslim community. Islamic banking developed for both religious and economic progress. 
The idea of Islamic Banking is very old. The first experiment to establish an Islamic financial institution was in Pakistan in the late 1950s, the second initiating experiment of Islamic banking and finance into practice was conducted in Egypt from 1963 to 1967. And finally, the first Islamic organization for Malaysian pilgrims, the Pilgrims Savings Corporation, was established in 1962, but the first Islamic bank was established in Mitgamar, Egypt.  The first Islamic bank was officially established in Malaysia.  The bank was established after passing the law in the Malaysian parliament in 1979.  Even now the bank is performing all its activities successfully. Presently there are 250 Islamic banks and financial organizations in more than 50 countries. 
Islami Bank Bangladesh Limited is a shariah-based bank in Bangladesh that was established on 30 March 1983. Saudi and Kuwaiti investors are the founders of Islami Bank Bangladesh Limited. Islami Bank Bangladesh Limited is the first Islamic bank in the south east Asia. Under the Companies Act of 1913 Islami Bank Bangladesh Limited is registered. IBBL is a joint venture between the Bangladesh government, 22 Bangladeshi business person, the Islamic Development Bank, and investment firms and institutions from Muslim Middle Eastern nations.

Islami Bank Bangladesh Limited, which has the biggest branch network, has 63.09 percent of the foreign shareholding. IBBL has a total of 374 Branches, 187 Sub-Branches, and 2292 Agent Outlets.
Islami Bank Bangladesh Limited is listed on both Dhaka Stock Exchange Ltd. and Chittagong stock Exchange. As of December 31, 2019, the Bank's authorized capital is Tk. 20,000.00 million, and its paid-up capital is Tk. 16,099.91 million, with 33,686 shareholders.
As of 2017, Islami Bank Bangladesh controls 90% of Islamic banking assets and deposits in Bangladesh. It is the country's largest private lender, with 12 million depositors and a $10 billion balance sheet.

Vision
The vision of Islami Bank Bangladesh is to always strive to achieve superior financial performance, be considered a leading Islamic Bank by reputation and performance.
Their goal is to establish and maintain the modern banking techniques, to ensure soundness and development of the financial system based on Islamic principles, and to become a strong and an efficient organization with highly motivated experts working for the benefit of people, based on responsibility, transparency, and honesty. They will make an effort to encourage direct investment savings.
They will also make an effort to stimulate investment, particularly in initiatives that are more likely to generate additional jobs.

Mission
Their mission is to establish Islamic Banking through the introduction of a welfare-oriented banking system, as well as to ensure equity and justice in all economic activities, as well as to achieve balanced growth and equitable development through diversified investment operations, particularly in the country's priority sectors and least developed areas. To promote socioeconomic uplift and financial services to low-income people, particularly in rural regions.

[bookmark: _Toc89413665]2.1 Strategic Objectives
· To ensure customers' satisfaction.
· To establish a set of managerial succession and adopting technological changes to ensure successful development of an Islamic Bank as a stable financial institution.
· To prioritize the client’s welfare.
· To invest in the thrust and priority sectors of the economy.
· To emerge as a healthier & stronger bank at the top of the banking sector and continue stable positions in ratings, based on the volume of quality assets.
· To ensure welfare-oriented banking.
· To strive hard to become an employer of choice and nurturing & developing talent performance-driven culture.
· To pay more importance in human resources as well as financial capital.
· To ensure lucrative career path, attractive facilities and excellent working environment.
· To ensure zero tolerance on negligence in compliance issues both sharia’h and regulatory issues.
· To ensure diversification by Sector, Size, Economic purpose & geographical location wise Investment and expansion need based Retail and SME/Women entrepreneur financing.
· To train & develop human resources continuously & provide adequate logistics to satisfy customers’ need.
· To be excellent in serving the cause of least developed community and area.
· To motivate team members to take the ownership of every job.
· To ensure development of devoted and satisfied human resources.
· To encourage sound and pro-active future generation.
· To achieve global standard.
· To strengthen corporate culture.
· To ensure Corporate Social Responsibilities (CSR) through all activities.
· To promote using solar energy and green banking culture and ecological balancing.
Core Values
· Trust in Almighty Allah
· Strict observance of Islamic Shari’ah
· Highest standard of Honesty, Integrity & Morale
· Welfare Banking
· Equity and Justice
· Environmental Consciousness and personalized Service
· Adoption of Changed Technology
· [bookmark: _Toc81234686]Proper Delegation, Transparency & Accountability
[bookmark: _Toc89413666]2.2 Policy and System of Islamic Bank Bangladesh Limited

Islamic banks receive deposits under two Policy or Principles
1. Al-Wadeeah.
2. Mudaraba.
· IBBL opens current account on the basis of Al-Wadeeah principle
· All other accounts except AWCA are being opened on the basis of Mudaraba Principle of Shari’ah

[bookmark: _Toc81234687][bookmark: _Toc89413667]2.3 Products and Services of Islami Bank Bangladesh Limited

[bookmark: _Toc81234688][bookmark: _Toc89413668]2.3.1 Products of Islami Bank Bangladesh 

Islami Bank Bangladesh mainly offers Three types of Products.
I. Deposit Products
II. Investment Products
III. Rural Development Scheme 
[bookmark: _Toc81234689]
Deposit Products
Deposits are mobilized by Islami Bank Bangladesh Limited through two main types of accounts. Which are Al-Wadeah Accounts and Mudaraba Accounts.
· Al-Wadeah Accounts
On the basis of Al-wadeah principles, Islami Bank Bangladesh Limited runs the Al-wadeah Current Account. When the customer requests it, the Bank is obligated to reimburse money placed in these accounts. Customers, on the other hand, provide their consent to the bank to invest their money. Customers have complete control over their Accounts. These Accounts do not make a profit, and depositors do not lose money.
· Mudaraba Accounts
The Bank is referred to as 'Mudarib,' while the clients are referred to as 'Shahib Al-Mal.' The Bank invests depositors' money on their behalf and distributes a minimum of 65 percent of investment income obtained via the deployment of Mudaraba funds among Mudaraba depositors when the year ends. 
Different types of deposit products are as follow
· Al-Wadeah Current Account (AWCA)
· Mudaraba Farmers Savings Account (MFSA)	
· Mudaraba Savings Account (MSA)
· Students Mudaraba Savings Account (SMSA)
· Mudaraba Term Deposit Account (MTDR)
· Mudaraba Special Notice Account (MSNA)
· Mudaraba Foreign Currency Deposit Account (MFCD)
· Mudaraba Hajj Savings Account (MHSA)
· Mudaraba NRB Savings Bond (MNSB) Account
· Mudaraba Special Savings (Pension) Account (MSSA)
· Mudaraba Savings Bond (MSB)
· Mudaraba Muhor Savings Account (MMSA)
· Mudaraba Waqf Cash Deposit Account (MWCDA)
· [bookmark: _Toc81234690]Mudaraba Monthly Profit Deposit Account (MMPDA)					


Investment Products
Following three modes are used for investment
1. BAI-MODES
· Bai-Murabaha
· Bai-Istijrar
· Bai-Muajjal
· Bai Salam
· Istisna’a
· Bai-As-Sarf

2. SHARE-MODES
· Mudaraba 
· Musharaka

3. IJARA-MODES
· Hire Purchase Under Shirkatul Melk

Different types of Investment schemes are as follow
· Household Investment Scheme
· Transport Investment Scheme (TIS)
· Investment Scheme for Doctors (ISD)
· Agricultural Implement Investment Scheme (AIIS)
· Agricultural Investment of IBBL
· Car Investment Scheme (CIS)
· Small Business Investment Scheme (SBIS)
· Micro Industries Investment Scheme (MIIS)
· Real Estate Investment Program (REIP)
· Real Estate Investment (Commercial & Working Capital)
· Women Entrepreneurs Investment Scheme (WEIS)
· [bookmark: _Toc81234691]NRB (Non-Resident Bangladeshi) Entrepreneurs Investment Scheme (NEIS)

Rural Development Scheme Product
This program was created to satisfy the investment demands of the agriculture and rural sectors to provide job opportunities and increase rural people's income in order to relieve poverty. The following persons are targeted for the rural development scheme-
· Farmers with a maximum land holding of 0.50 acre.
· Sharecroppers with the permission of the landowners
· Persons engaged in off-farm activities who do not own property or who own land up to 0.50 acres.
· People/farmers who live in the specified villages on a permanent basis.
· Owners of abandoned ponds will be eligible for funding in re-excavation and fish farming.
· Destitute women and others in distress would be given investments in milk cows, poultry birds, ducks, goats, and other suitable off-farm enterprises to augment their income.
· Those who owe money to other banks or institutions, including defaulters, will be unable to invest in the Scheme.
[bookmark: _Toc81234692][bookmark: _Toc89413669]2.3.2 Services of Islami Bank Bangladesh Limited

· NRB Service
· Foreign Exchange Business Service
· Offshore Banking Services
· Locker Service
· SME Service

[bookmark: _Toc81234693][bookmark: _Toc89413670]2.4 Digital Technologies of Islami Bank Bangladesh for Convenient Banking

· Any Branch Banking
· iBanking (Internet Banking)
· Islami Bank mCash
· SMS Banking
· Cellfin Mobile App
· Islami Bank Khidmah Card
· ATM Service
· SWIFT Service
· Remittance Card Service
[bookmark: _Toc81234694]
[bookmark: _Toc89413671]2.5 IBBL Organizational CSR Activities

IBBL holds a significant performance in every sector of CSR and made a respectable contribution. This bank has organized its CSR activities in many areas:
· Education Sector
· Health Sector
· Sport Sector
· Disaster Management
· Art and Culture Sector
· Environment Protection
· Working Environment
· Women Empowerment

[bookmark: _Toc89413672]2.6 SWOT Analysis OF Islami Bank Limited 
As we all know, internal factors of an organization's are strengths and weaknesses, while external elements are its opportunities and dangers. Strengths should be increased, weaknesses should be reduced, opportunities will be created, and threats will be reduced in order for IBBL to perform better in the market in the short and long term.
Strengths of IBBL
Every firm has their own unique ability to manage the business more efficiently. Strength refers to qualities that aid in the accomplishment of any goal. Strengths of IBBL are listed below:
· IBBL has huge loyal consumer chain
· Skillful management and proper utilization of technology to ensure quality of service.
· Large number of Muslim consumers with better image in mind.
· Great working environment for the works force.
· IBBL has a research division and regulatory committee to evaluate performance.

Weakness of IBBL
Every organization has some weakness too. So, organization must find those and solve those as soon as possible. Weakness refers to characteristics that make it difficult to achieve any goals. Like other organization IBBL has some weakness that is presenting below:
· Not proper utilization of technological resources.
· Treating all the customers in a same way.
· Aggressive advertising to attract target audience.
· Lengthy process for credit facilities.
Opportunities of IBBL
By finding out the opportunities every company can run in better way. Opportunities are external factors that are helpful to achieving organization objectives. Opportunities are like external strength of an organization. There are lots of opportunities for IBBL that are listed below:
· Utilizing E-banking to reach more customers.
· By providing clear knowledge and better service quality to the consumers. 
· Treating consumers more politely and make them understand the procedure of IBBL.
· By motivating employee with better remuneration & other benefits.
· By providing clear idea of Islamic Banking system so that people can understand it better.
Threats of IBBL
With so many opportunities there are many threats too. Organization must find those and convert those threat into opportunities which will help to reach the ultimate goal. As threat is an external factor it could be in negative in nature. Threats is like weakness. Some threats of IBBL are listed below:
· Political influences.
· Anti-Islam influences.
· Misleading information from other banks. 
· Aggressive consumers without proper knowledge. 
[bookmark: _Toc89413673]CHAPTER THREE: Comparisons Between Conventional and Islamic Banking System 

[bookmark: _Toc89413674]3.0 Comparisons between Conventional and Islamic Banking System

The basic objective for establishing an Islamic bank is to expand and encourage Islamic principles. Conventional banks are profit-making organizations that generally aren’t based on religious moralities. A bank conforms to no purpose at all if it can’t stay in business. Islamic banks regulate based on Islamic business law for their basic transactions, and they also follow the economic laws and regulations of the country. Conventional banks operate based on a country’s financial laws and restrictions. Interest which has been the purpose of conventional banking is forbidden by Islam in unqualified term.
“Allah has permitted trade and forbidden usury” Surah-Al-baqarah- 275
There are many Muslims and non-Muslims people around the world who do not know the differences between Islamic banking system and conventional banking system. A huge number of people believe that Islamic banking system is nothing but a financial organization using different terms to attract Muslim people. But we need to know that selling, purchasing, and forming partnerships are not prohibited in Islam. Islamic banking is formed to do business with their clients based on selling, purchasing and partnership. Islamic bank shares their profit with their customers, which is permitted in Islam. As an example, we can slaughter a chicken and cook for our meal, which will be edible but not halal. On the other hand, slaughtering a chicken by saying Bismillah, Allahu Akbar and maintaining other conditions to do it in the halal way can make a huge difference for us. That’s how doing business in haram and doing business according to Shari’ah cannot be the same.
So, one of the fundamental differences between Conventional banking and Shari’ah based banking is giving interests and profit.
Regardless of the value of the deposit/fund, Conventional banking offers depositors with a return of a predetermined rate known as interest rate on the amount deposited. Interest is the term for this return. On the other hand, Islamic Banking delivers the depositors with a share of income/ revenue the bank earns by deploying those funds. Islamic banking doesn’t permit to pay interests nor to receive interests. In other terms under Islamic Banking profit to depositors is nearly an outcome of Return on Investment (ROI)/ Return on Asset (ROA).
Many people think that interest and profits are the same things. But these are not same. Profit is earned by putting up effort and taking risks. But to make interests there’s no need to take any risk or effort. In Islam, Riba is forbidden for Muslims. Riba is known as interests. Whereas profit is halal according to Shari’ah. To make it more clear here are some differences listed below. 
Differences between Riba and Profit
	
	Riba
	Profit

	1.
	Interests are calculated at the time of contracting on the premise that it will be profitable. 
	Profit cannot be calculated at the time of contract. 

	2.
	The percentage of interests is based on the amount of capital. 
	The ratio of profit sharing is based on the profit gained.  

	3.
	Riba is charged on the basis of money.
	Profit earned from buying and selling process. 

	4.
	Prohibited in Islam.
	Allowed in Islam.

	5. 
	Riba is fixed and predetermined. 
	Profit is not fixed and uncertain.


[bookmark: _Toc81234706]However, the Islamic banking is totally different and unique from conventional in concern to its principles, objectives, goals, procedures and methodologies.



[bookmark: _Toc89413675]3.1 Comparisons on the basis of Definition

A conventional Bank-
“A bank is dealer in debt – his own and of other people”-Crowther
“We can define a bank as an institution whose debts are widely accepted in settlement of other peoples’ debt to each other”-Sayers
“A commercial bank is dealer in capital or more properly a dealer in money. He is intermediate party between the borrower and the lender. He borrows from one party and lends to another and the difference between the terms at which he borrows and those at which he lends form the source of his profit.”-Prof. Gilbert
An Islamic Bank-
“Islamic Bank is 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.”-OIC.
In the April of 1978 this definition was authorized in the conference of foreign ministers of Muslim countries held at Dakar the capital of Senegal.
Islamic banking is basically an idea that can be defined as banking conducted in accordance with the ethics of Islam's value system.

[bookmark: _Toc89413676]3.2 Comparisons on the basis of Objectives

	
	                     Conventional Banking
	           Islamic Banking 

	1.
	The primary objective of conventional banking is to maximize the profit through interests in the business, commerce and industry
	The primary objective of forming Islamic banks all over the world is to encourage, foster and raise the petition of Islamic principles in the economic sector. Also helping the human well-being to stop exploitation from the society through the right direction Allah.

	2.
	Earning profit from their services. Interest is the main source of income for conventional bank. 
	Another main objective of Islamic banking system is to establishing interest free financial system. To offer financial services in according to Islamic Shari’ah.

	3. 
	Establishing medium of exchange
	Appropriate allocation of limited resources also ensure that both fund sources (depositors) and fund users (investors) are treated fairly.

	4. 
	Industrial and Commercial development
	Contribute to economic development and prosperity while adhering to Islamic justice values. Also Entrepreneurship is encouraged and patronized.

	5.
	Establishing a healthy money market
	To support in the allocation of money in a more equitable manner. Economic development and reducing poverty through Zakat and profit-sharing micro-finance.



[bookmark: _Toc89413677]3.3 Comparisons on the basis of Features

	
	Conventional Banking
	Islamic Banking

	1.
	Conventional bank does their business on lending & borrowing money based on interest. There are no restrictions on taking interest. 
	The basic features of Islamic banking system that it must be interest free. Riba is forbidden in the Quran, and all forms of interest are comparable to Riba.

	2.
	We can see, conventional banks own interest is more important than socio growth and equity. 
	The ultimate goal of Islamic banking system is to secure equity-based growth and gives more importance to the public interest

	3.
	Conventional do not engage themselves in business, they work as money lender. 
	Islamic bank works as a business partner. An Islamic bank's distinguishing feature is profit-loss sharing.

	4.
	The conventional banks focus on customer credit-worthiness. 
	On the other hand, Islamic banks  give more focus on the accuracy of the projects.



[bookmark: _Toc89413678]3.4 Comparisons on the basis of Principles

	
	Conventional Banking
	Islamic Banking

	1.
	Conventional banking follows the man-made procedures and norms. They follow government rules developed gradually through human research, study and innovation. 
	All Islamic banking activities are conducted according to the guidelines and commands of the Holy Quran and the Sunnah. They follow Quran, Sunnah, Ijma and Kias

	2.
	Aims of conventional banks are maximizing profit through interest without any restriction. 
	Islamic banks also aims at maximizing profit but subject to shari’ah restrictions.

	3.
	Conventional Banks can do business with any legal industries in the country.
	Islamic banks cannot do business with any prohibited industries in Islam. 



[bookmark: _Toc89413679]3.5 Comparisons on the basis of Deposit in Conventional banking and Islamic Banking System

	
	Conventional Banking
	Islamic Banking 

	1.
	Conventional offers deposit products like current account, savings account, term deposit. Current account services are mostly free of cost but for savings and term deposit interest are necessary. 
	Islami Bank mobilizes deposits through two types of accounts- 
Al-Wadeah Account- Current accounts are offered under Al-Wadeah principles where banks are committed to return the money on the demand of the customers. Customers need to provide their consent for the bank to use their money. There is no profit and loss sharing system. 
Mudaraba Account- Savings accounts and term deposits are offered on the basis of Mudraba. Customer money are invested in various businesses, and profits are split between the bank and the client according to the agreed profit sharing ratio.

	2.
	There are no profit sharing and loss bearing system. 
	In Islami Banks customers of mudaraba account will share profit and bear the loss with the bank.  

	3.
	A conventional bank is required to guarantee all of its deposits.
	In Islami Banking system, bank can only guarantee deposits for deposit account, which is based on al-wadeah principle. 

	4.
	Banks give interests to the depositor on different rates 
	Islami bank gives profit on different rates to the depositors who are under Mudaraba account.



Rate of Profit Distribution for Islamic bank 
If the money is withdrawn before the maturity date, the benefits of the entire weightage of the annual profit accumulation will be paid., the Mudaraba Term Deposit Account Holders along with other Mudarabah depositors shall get minimum 65% of the income derived from the deployment of Mudarabah fund in the investment according to their proportion in the total investment during an accounting year applying the following weightage
	Mudaraba Term Deposit
	Rate

	3 months 
	0.88

	6 months 
	0.92

	12 months
	0.96

	24 months
	0.98

	36 and above
	1.00



Rate of interest in conventional bank
Deposit rate in conventional bank is fixed. Once the agreement between banks and client is done bank cannot change the interest rate. It is not client’s headache whether the bank can make profit or not.
Different conventional bank use different interest rate for their customers. According to the Central Bank interests rate of different deposits account are listed below-
	
	Deposits
	Interest rate

	A
	Savings deposit
	0.05 to 7.50%

	B
	Special notice Deposit 
	

	
	1. 
	Below 1.00 crore 
	0.05 to 4.00%

	
	2. 
	1.00 crore to 25 crore
	0.05 to 4.50%

	
	3. 
	25 crore to 50 crore
	0.05 to 4.50%

	
	4. 
	50 crore to 100 crore 
	0.05 to 6.00%

	
	5. 
	100 crore to above
	0.05 to 9.00%

	C
	Fixed Deposit
	

	
	1. 
	3 months to 6 months
	0.10 to 6.00%

	
	2. 
	6 months to 1 year
	0.10 to 9.00%

	
	3. 
	1 year to 2 years
	0.10 to 9.00%

	
	4. 
	2 year to 3 years
	0.25 to 9.00%

	
	5.
	3 years to above
	0.25 to 9.00%



[bookmark: _Toc89413680]3.6 Comparisons on the basis of Investment

	
	Conventional Banking 
	Islamic Banking

	1.
	In conventional bank lending is the primary mode of investing.
	The basic mode of investment in Islamic bank are-
1. Bai
2. Share
3. Ijara

	2.
	The income from the actual amount is fixed in conventional banking, so it gives less importance on establishing project assessment and evaluation. 
	Islamic banking is based on profit sharing and loss bearing that’s why it pays more attention on developing project appraisals and evaluation. 

	3.
	In conventional bank no risk is underlying of the assets.
	Islamic bank takes the risk of the asset.

	4.
	Conventional bank does not provide any zakat from their reserves. 
	Islamic Bank is to pay zakat 2.50% or 2.58% on its reserves. 

	5.
	Diversification of the profit is the main concern here; national interests comes after that. 
	National interest is the major consideration and diversification of the profit is second. 

	6. 
	Conventional banks give more concern on inventing to make more profit rather that social welfare factors. 
	Islamic banks try to invest in production of essential as well as in social welfare sector.


[bookmark: _Toc89413681]3.7 Comparisons on the basis of accounting

The basic accounting principle (Golden Rule) for deciding whether an accounting entry is a debit or a credit is widely acknowledged. The Golden Rule is also followed in banking dealings. The Golden Rule is also acknowledged in Islamic Banking.
The differences between conventional banking and Islamic banking system on the basis of accounting are listed below-
	
	Conventional Banking 
	Islamic Banking 

	1.
	Conventional Banking follow International Financial Reporting Standards (IFRS) and guidelines from Bangladesh Bank, The rules of the companies Act, The rules of the SEC and The rules of the Income Tax. 
	Islamic Banks are to follow Accounting and Shari’ah standards developed by Accounting and Auditing Organization for Islamic Financial Institution (AAOIFI) in addition to International Financial Reporting Standards (IFRS) developed by International Federation of Accountants. Guidelines from Bangladesh Bank, The rules of the companies Act, The rules of the SEC and The rules of the Income Tax.

	2.
	Conventional banks can do interest based transaction with any legal company in the country. 
	Islamic Banking cannot deal with interest transactions or Haram business.

	3.
	There is no Shari’ah rules and regulation. 
	If any interest is entered in the banks, that should be excluded from the regular income of the Bank. If any income earned in violation of Shari'ah Principles cannot be included in the bank's distributable income.






[bookmark: _Toc89413682]CHAPTER FOUR: FINDINGS, RECOMMENDATIONS & CONCLUSION

[bookmark: _Toc89413683]4.1 Findings

Islam shows us the complete way of life and Allah’s direction extents into all aspects of our existence.  Therefore, Islami bank Bangladesh limited is trying to establish shair’ah based banking system by maintaining Islamic rules and regulation. Now Islami bank Bangladesh limited is a well-known financial company in Bangladesh but it still has a long way to go before it can claim to be an institution capable of meeting the demands of global financial markets. During my research time on the comparative study between conventional and Islamic banking I have discovered some positive and negative findings about Islamic banking system and IBBL which are-
· Islamic banking system is very popular in our country. As the majority people are Muslim, IBBL have huge customer base. 
· People of our country have huge trust and confidence on Islami bank Bangladesh limited(IBBL) as they fulfill both banking and Islamic ethical expectations. 
· Islamic Bank strictly avoid interest, which helps to maintain stable inflation and decrease the rate of unemployment in the society. 
· In this modern era, every company properly using technological innovations. IBBL is no different but there are still many lacking present in this sector.
· As Islamic banking system follows Islamic principle of profit sharing and loss bearing concept, sometimes people became afraid to deposit their money as banks will share loss if any. 
· Although Islami bank Bangladesh limited is running successfully in Bangladesh but still IBBL and other Islamic Banks in Bangladesh are facing some legal and practical limitations. 
· The absence of an Islamic money market, a scarcity of competent people and shortage of regulatory supervisory frameworks are some limitations for practicing Islamic banking operation. 
· There are still some lacking of skilled manpower.
· The majority of Islamic banks use the Bai Murabaha, Bai Muazzal, Bai Salam, Istisna, and Hire Purchase/Leasing investment modes.
· Islamic banks require a unique organizational and management structure to meet their needs, but branch mostly runs on traditional manner. 
· Due to the use of limited forms of investment vs. Bai-Murabaha Bai-Muajjal, a clear differentiation between Islamic and conventional banks could not be formed for the general public.

[bookmark: _Toc89413684]4.2 Recommendations

Although Bangladesh is a Muslim country but still there are some issues to run an Islamic bank in Bangladesh. IBBL is doing their best to make it better financial institute with the principle of Islam. Like every institute there are some problems too. I have come with some recommendation to solve those problems.
· Every employee who works in an Islamic bank should be well-versed in Islamic banking's modes and procedures.
· To satisfy the expanding demands of Islamic Banking, people should be adequately trained in Islamic Banking.
· Bangladesh Bank's inspection and supervision, as well as its extensive Islamic banking training program at home and abroad, should be equally conversant with the various operating procedures of the Islamic banking system.
· IBBL's deposit growth rate has increased in recent years. By expanding their branches, providing additional client services such as rapid service, and establishing new savings schemes, banks may sustain and increase their deposit growth.
· There should be proper awareness about Islamic banking system among the employee so they can provide proper service to their employee. 
· Most of the people of our country do have not proper knowledge about Islamic banking and have a bad impression about IBBL’s operation regarding profit. They think profit is like indirect generation of interest, and there is no such difference between conventional banking & Islamic banking system. It is expected to improve as a result of different seminars and Islamic discussions. It is expected to improve as a result of several seminars and discussions about Islam.
· In terms of Islamic banking, the legal framework and government guidelines should be more flexible.
· IBBL should have significant number of female workers to work with female entrepreneurs and professionals in order to better understand their needs so that we IBBL can get stimulate investment demand.

[bookmark: _Toc89413685]4.3 Conclusion

Islam is a peaceful religion and a full system of life. Allah's instruction encompasses all aspects of our life. Our economic life is also governed by the principles provided by Islam. Islami Bank Bangladesh Ltd. (IBBL) is working to provide the maximum welfare of society by adhering to Islamic Shari’ah principles based on the Quran and Sunnah. Islam discourages unnecessary luxury which is also discouraged by Bangladesh bank to maintain a standard lifestyle of society by serving the deserved people. Although every company wants grow their business. Wants to make as much profit as possible which sometimes leads the whole society into a big trouble. Banking industry is not different. Conventional banks try their best to attract customers by offering them different rates of interest and other benefits which is not supported by Islam. They do not have any restrictions to expand their business in halal way, they can invest in any legal business and maximize their profit by taking interests which ultimately makes rich people more rich and poor get poorer. Makes vulnerable environment in the society. Islami banks takes stand against these things. IBBL is the pioneer of the welfare activities in Bangladesh. Investment approaches of IBBL places a greater focus on achieving social good and creating job opportunities than on making a profit. IBBL gives equally importance to develop the country's rural areas. 
By seeing the pro-efficiency nature of Islamic banking and its positive effects on economy, government policy in Muslim nations should support the conversion of traditional banking systems to Islamic banking. Many conventional banking is already opening their Islamic banking wing which is really appreciable. 
Finally, Islami Bank Bangladesh Limited (IBBL) was founded with the goal of conducting interest-free banking, establishing participatory banking rather than debtor-creditor relationships, and finally, establishing welfare-oriented banking through its investment operations to make a better environment in the society. 
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