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Executive Summary

An internship program is very important and essential for acquiring experience through learning and spreading the scope of knowledge. I have done my internship report in on Investment Mechanism of Islami Bank Bangladesh Limited : A Study on Foreign Exchange Branch, Dilkusha, Motijheel, Dhaka. An internship report on this topic is done under the active supervisor of ProfessorDr. Mohammda Musa,United International University. The report I have made will make people understand about the investment mechanism in IBBL. The main objectives of the study are to explore different investment mechanisms of IBBL, identify the problems of investment division and recommended some action plan to overcome the problems of IBBL. In order to make the study meaningful and presentable, both primary and secondary sources of data have been used. 
I have divided my report into several chapters. The 1stChapter is Introduction. This chapter includes introduction of the study, objectives of the study, scope of the study, methodology of the study,  and limitations of the study. The 2ndChapter is the Profile of the IBBL. This chapter includes mission, vision, strategic objectives, products & services, Board of directors, & SWOT of IBBL. The 3rd Chapter is Analysis & Findings and this chapter includes the Investment mechanisms,  Bai-Salam, Bai-Mechanism, Bai-Mujjal, Share Mechanism, Investment of IBBL, Year Wise Investment and Growth Rate of Investment of IBBL, 14 Sector Wise Investment in 2016, Investment of Foreign Exchange Branch and the findings of the Study.  The 4th chapter includes the Recommendations and findings and 5th chapter includes Conclusion.


Islami Bank Bangladesh Limited has been rendering welfare based banking services apart from profit motive for business. A special feature of the Investment Policy of the Bank based on profit-loss sharing system in accordance with principles of Islamic Shari'ah has been effective to achieve that objective. Modes of Investment can be broadly divided into three categories such as, Bai Mechanism, Sharing Mechanism and Ijarah Mechanism. Dedicated schemes have also been developed through this investment mechanism. Keeping the pace with new age banking practice, Islami Bank also been adding new features to the existing investment products and introducing new products as well. 
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Chapter-1: Introduction











[bookmark: _Toc526115597]1. Introduction: 
In Bangladesh most of the people are Muslims. They follow the principles of Islam. Most of this country’s people are densely devoted to the Islamic way of life as given in the Holy Qur’an and the Sunnah. Naturally, it is deeply in their hearts to design their life according to the Islamic way. The setting up of IBBL on March 13, 1983, is the true reflection of this country’s people, which started its journey from March 3, 1983. This Bank is the first Islamic bank in Southeast Asia. It has given commitment to conduct all banking and investment activities on the basis of interest free profit-loss sharing system. Doing so, it has disclosed a new sphere and assists in a new lining of hope towards building a long wished dream of the people of Bangladesh for doing their banking transaction in the way Islam has prescribed. Islami Bank has been pursuing in the practice of Islamic Banking in Bangladesh and has been contributing successfully for last 34 years. According with Islami Shariah, Islami Bank has been running its banking business alongside with other conventional Banks in Bangladesh. Since its establishment, it has generated much deposits, investments and foreign exchange to facilitate Islamic Banking practice in Bangladesh.. There are three modes of investment mechanism Bai, Share and Ijara Mechanism. These modes are remarkably growing the economy of Bangladesh and supporting the entrepreneurs to run their businesses smoothly. 







[bookmark: _Toc526115598]1.1Objectives:
 There are mainly two types of objectives:

[bookmark: _Toc526115599]1.2 Broad Objectives: To prepare a Report on Modes of Investment of Islami Bank Bangladesh Limited.   Different modes of Investment and product portfolio of Islami Bank has been explored for this purpose. Ore objectively:
· To get in depth idea of Investment Modes of IBBL.
· To understand the theory and in practice scenario of Islami Banking. 
· E- Banking Services Functions.
· Different modes application and performance.
· Investment Opportunities in Bangladesh through Islami Banking.

[bookmark: _Toc526115600]1.3 Specific Objectives:
· To understand how each Mechanism has been translated into schemes.
· To the Considerations for Investment Products in Bangladesh.
· To analyze the prospect and performance of different investment product.  
· To understand the measures by the bank to cope up with the trend.

[bookmark: _Toc526115601]1.4Methodology of The study:


[bookmark: _Toc526115602]1.4.1 Data Collection: We have used two types of data to make this term paper:

 a) Primary Data:
1. Direct Conversation

b) Secondary Data:
2. Various publications
3. Journals                                
4. Website of IBBL

[bookmark: _Toc526115603]1.5 Data Analysis:
                                1. Regression Analysis

[bookmark: _Toc526115604]1.6 Rationale of the Study:
The study that brings the purposes and carries the importance of the study related to the practical use in specific area which may be acquired vastly from the paper done on a given topic. The Investment and investment activity is mostly important for any type of organization who desires to sustain well as well as to earn profit for the benefit of their stakeholders. In this purpose their investment function should be more constructive and outstanding performance throughout the year or for a specific time. This paper carries the investment activity of IBBL as per the Islami Shariah based principles. It may be seen that the differences are there in case of investment function with the conventional banking investment function.


[bookmark: _Toc526115605]1.7 Scope of the Study: The paper is more focused on the investment functions of IBBL that focus on some specific arena.





So the covered area in this paper is:
· Modes of Investment.
· Processes to operate the investment policies.

[bookmark: _Toc526115606]1.8 Limitations of the Study: The whole process was commenced without any major set-backs. Yet, there were some limitations in getting the actual scenario.

The limitations were as below:
· Every organization has their own secrecy that is not revealed to others. While     collecting data i.e. interviewing the employees, they did not disclose much information for the sake of the confidentiality of the organization.
· The clients were too busy to provide us much time for interview.
· Shortage of time preparing the report in order
· Lack of current information
· It is really difficult to analyze the issue without proper knowledge about Islamic Banking and Economy.








[bookmark: _Toc526115607]Chapter 2: Company Profile



[bookmark: _Toc526115608]2.0 Company Profile:
[bookmark: _Toc526115609]2.1 Organization Review: Islami Bank Bangladesh Limited is a Joint Venture Public Limited Company engaged in commercial banking business based on Islamic Shari'ah with 63.09% foreign shareholding having largest branch network ( total 318 Branches) among the private sector Banks in Bangladesh. It was established on the 13th March 1983 as the first Islamic Bank in the South East Asia. It is listed with Dhaka Stock Exchange Ltd. and Chittagong Stock Exchange Ltd. 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 2015.
	IBBL’s vision is to try to achieve excellent financial performance, considering as leading Islamic Bank by prestige and performance. The aim is to establish and maintain the modern banking methods, to ensure goodness and development of the financial system based on Islamic principles and to become the strongest productive organization with highly motivated professionals, working for the good of people, based upon accountability, transparency and integrity in order to ensure stability of financial systems. They will try their level best to stimulate savings in the form of direct investment. They will also try to increase investments particularly in projects that are more likely to increase employment.
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	Building Islamic Banking through the establishment of a better oriented banking system and also ensuring equity and justice in the field of all economic activities, attain balanced growth and fair development through expanding investment operations particularly in the priority sectors and less developed areas of the country. To persuade socio-economic development and financial services to the less-income groups pecially in the rural areas









[bookmark: _Toc526115610]2.2 Board of Directors
Chairman of the Board of Directors
Mr. Prof. Md. Nazmul Hassan
Vice Chairman
Yousif Abdullah Al-Rajhi
Mr. Md. Shahabuddin
Members of the Board of Directors
Major General (Rtd) Eng. Abdul Matin	Dr. ArifSuleman
Dr. Md. Zillur Rahman		            Dr. Tanveer Ahmed
ShamimMohammd Afzal                               Md. SyfulIslam,FCA, FCMA
Mohammad HumayanKabir, FCA		Prof. Dr. Md. Shirajulkarim
Md. Mahbub-ul-Alam				Prof. Md. Kamal Uddin, Ph.D
Mr. Musaid Abdullah A Al-Rajhi		Mr. Syed Abu Asad
[bookmark: _Toc526115611]2.3 Product and services
Products
· Deposit Products
· Investment
· Rural Development Scheme

Deposit Products
· Al- Wadeah Current Account (AWCA)
· Mudaraba Savings Account (MSA)
· Mudaraba Term Deposit Account (MTDR)
· Mudaraba Special Notice Account (MSNA)
· Mudaraba Hajj Savings Account (MHSA)
· Mudaraba Special Savings (Pension) Account (MSSA)
· Mudaraba Savings Bond (MSB)
· Mudaraba Monthly Profit Deposit Account (MMPDA)
· Mudaraba Muhor Savings Account (MMSA)
· Mudaraba Waqf Cash Deposit Account (MWCDA)
· Mudaraba NRB Savings Bond (MNSB) Account
· Mudaraba Foreign Currency Deposit Account (MFCD)
· Student Mudaraba Savings Account (SMSA)
· Mudaraba Farmers Account (MFSA)


Investment
· 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) 
· Women Entrepreneurs Investment Scheme (WEIS)


[bookmark: _Toc526115612]2.4 Services
· NRB Services
· SME Services
· Foreign Exchange Business Services
· Offshore Banking Services
[bookmark: _Toc526115613]2.5 SWOT Analysis:
Strength
· High morality of the employees and customers.
· Management system
· System based on Islamic Shariah
· First Islamic Bank in the country
· Most branches in the country
· Most trusted as it follows Shariah
Weakness
· Not enough efficient manpower
· Absence of fully Islamized economy
· Few employees attitude towards customers is not satisfactory
· Generally does not use share mode of investment
Opportunities
· IBBL has the most of the customers of Bangladesh as it’s doingits banking operatios based on Islamic Shairah
· Providing Visa Card or Master Card types of Cards to customers
· Rural development scheme of IBBL is one of the greatest scheme to save the country’s poor people from being living under the poverty line.
Threat
· Country’s lawsare different from Islamic laws
· There isn’t any Islamic money market in Bangladesh.
· Some other convnetional banks have opened their Islamic Banking wing
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[bookmark: _Toc526115615]3.0 Investment Mechanism 

[bookmark: _Toc526115616]3.1 Investment Modes of Islami Bank Bangladesh Limited

3.1.1 Investment:
The investment policy of the Bank is to invest on the basis of profit-loss sharing system accordingly with the laws and principles of Islamic Shari'ah. Profit earning is not the only goal of this bank. The objective of the Bank's investment policy relatively  is given in achieving social goal and eradicate unemployment. 

Following modes are used for investments:

3.1.1.2 Bai-Modes:
1. Bai Mudaraba: The Word Bai and Murabaha have been come from Arabic words “Bai” and “Ribhun”. The word Ribhun means profit and Bai means purchase and sell. So it means sale onagreed upon profit. In real sense,a contract to transfer ownership by adding profits with the products purchase price.
According to Accounting and Auditing Organizations for Islamic Financial Institution (AAOIFI), “Selling of product by adding specific profit with the purchase price as per the both party’s consent is called Bai-Murabaha.  This profit percentage may be as per the percentage or lump sum of selling price”
 Types of Bai Murabaha:
1. Murabaha Adiya
2. Murabaha Lil Amiri Bishshira



a. Murabaha Adiya
In this form, bank achieve ownership and monitoring without the permission of the purchaser after purchasing products from the seller and sells those products by adding specific profit to the purchase price.
b. Murabaha lil amiri bishshira
Here, bank acquires ownership and control with the permission of the purchaser after purchasing products from the seller and sells those by adding specific profit to the purchase price.
Types-According to payment of price:
1) Murabaha Bin Naqd
 2) Murabaha Bin Ajal
1) Murabaha Bin Naqd:It means selling price will be paid off immediately.
2) Murabaha Bin Ajal: It means that the due payment is promised to be paid at future specified date. 
Murabaha practice in IBBL:Generally IBBL practices Murabaha Lil Amiri Bishshira and Murabaha Bin Ajal instead of ancient practice of Murabaha .Because based on ancient Murabaha system, products are purchased at first and stored in shop or warehouse. So it may face selling problem. In this situation it is profitable for the bank by taking order from client and then purchase the product based on the order. The bank purchases product only after getting order from the intended client.
Features of banking Murabaha:
1) There are three parties in Murabah
 a. Bank (financier)                               
 b. Seller
  c. Purchaser (investment client)
       2) Client requests the bank to purchase product as per his demand.
       3) Purchase price must be mentioned at the time of selling.
       4) Profit is the main concept of Murabaha. It is irrelevant in bringing the concept of loss in case of          Murabaha.
       5) At the time of contracting, products existence must be prevailed there.
       6) Risk must be taken by the bank before transferring the product to investment client.
Steps continued in Murabaha banking:
1) Application to the bank for purchasing product: The client has to apply to bank for purchasing product. Required product’s name,quantity,estimated price must be mentioned in the application
2) Commitment paper to purchase product from bank by the client: If the application is perceived considerable, the bank makes a contract with him. This is not actually the trade contract rather it is the commitment of purchasing-selling of products. The client has to make the commitment of purchasing the products from the bank when the bank purchases on behalf of the client. The bank may face problems if the client does not buy products that he requested to buy by the bank. For this reason, it is important to have the commitment. Some Islamic banks take Urbun (Bayna).The client pays a specific portion of price as Urbun for the surety of promise. It is adjusted then as the partial price. If the client does not keep his commitment, the value is cut from Urbun as penalty. If there is no loss of the bank, the money is refundable to the client.
3) Purchasing of product by the bank: The bank will take the ownership position by purchasing products as per the client’s commitment. Responsibility of the products is taken by bank as a purchaser of the product. The seller or supplier has to be understood that he is selling products and will be paid off by the bank. This actually creates the difference between conventional banking and Islamic banking system.



Islami bank can take the responsibility in the following forms to purchase the products:
· Purchasing directly through employees.
· Purchasing over telephone.
· Purchasing through quotation.
· Purchasing through agents.

4) Establishing possession on purchased goods by bank: It is not sharia’h based if the goods are sold before taking the possession by ownself of those goods. So it is obligatory to acquire the possession directly or indirectly.

Process of taking the possession:Generally there are two ways to take the possession of the goods:
a) Qubde Haqiqi(Direct Possession): Taking the possession directly by the purchaser on the products is called Qubde Haqiqi.
b) Qubde Huqmi(Indirect Possession) ): Taking the possession indirectly by the purchaser on the products is called Qubde Haqimi.

5) Contracting between the client and bank in case of buying and selling of goods: The bank will purchase the requested goods from the supplier or producer and make a selling-buying contract with the client. The contract contains the product quantity, purchase price, amount of profit.

6) Transfer of the goods to the client finally: Ultimate transfer of goods are done in two ways:
A. Measurement of products weight or transferring products in favor of buyer from the seller.
B. The seller has to transfer possession to buyer for the purpose of using products. If it is not possible to measure or transfer, written or verbal rights are given.
Application of Murabaha in Islamic Banking: IBBL uses Murabaha system in doing the importing business. In this system, the bank sells on credit to the client by purchasing goods from foreign countries through opening an LC. But the bank pays in cash in case of foreign exporter.
2.Bai Muajjal: Bai-Muajjaal means selling the products which payments will be paid at a future fixed date or within a fixed period by installments.
Practiced procedure of Bai Muajjal in Islamic Banking: There are lots of differences in the practice of Bai Muajjal used by Islamic Banks throughout the world. 
In Bangladesh, the practice of Bai Muajjal in almost similar to that of Bai-Murabah. In Bai Murabaha bank purchases the product upon the clients order and sells it on profit to the client. Bai Muajjal is similar to the Mechanism of Bai Murabaha. Here in addition to that, the sale must be executed on Credit.Here upon the purchase of the product in cash, the bank sells it to the client on the condition of repayment within a fixed period. Here the sales price includes cost plus profit and similar to Murabaha bank discloses both the profit and cost to the client.

Difference between Bai Murabaha and Bai Muajjal:

1. The main concept of Bai Muajjal is based on sale on credit and the main concept of Bai Murabaha is based on sale on Profit. 
2. In Bai Murabaha, profit is fixed and confirmed. But in Bai- Muajjal profit is not the main concern, rather sale on credit is the main concern. So Bai Muajjal can be executed on Profit, on loss on cost price, or could be in any price mentioned.
3. In Bai Muajjal it is not obligatory to disclose the purchase price to the client from Shariah , but it is mandatory in case of Bai Murabaha

Consideration of time in determination of Profit:According to Shariah , Time is not a sell-able item. But the time consideration can be supplementary to the contract. The Markup on Premium based on repayment period can be applied to the contract. But no extension based on additional payment can be imposed, once and agreement is made.

Steps in continuing practice of Bai Muajjal in IBBL:The application of Bai Muajjal in terms of individual buy and sell is not similar to that of Islamic Bank because the item sold by IBBL is not preserved to it previously. Bank has to purchase it to take the ownership and possession and then sell it to investment client. Here the practice of Bai Muajjal and Bai Murabaha is same. Hence the procedures, followed in Bai Murabaha shall be followed in Bai Muajjal and that is:
1. Taking the ownership and possession by bank through purchase.
2. Indicating sales price and deferred payment period.
3. Transferring the provision to the client
4. Executing an obligation from the client.
The Difference between CC Hypothecation by Conventional Banks and Bai Muajjal Investment Mechanism by Islamic Banks:
A popular mechanism used by Conventional Banks for giving credit is CC hypothecation where the bank mortgages the fixed asset of the client as collateral. Although it may look similar to Bai 
Muajjal, some differences can be identified:
1. In Bai Muajjal, IBBL sells a good on credit to the client. Once the selling price is fixed it cannot be augmented. So if the client does not pay back on time. There is no scope of imposing additional charge. Yet, IBBL can impose fine or Compensation When determining the charge the profit on Capital is not considered.
2. Fine on expired investment is a method of punishment. So, the money derived from fine has to be used for philanthropic purpose. It cannot be shown as legitimate income. Conventional bank take additional income.
3. In Islamic Banking buy-sale transaction has to be real and visible. It means sellable item has to be there and the goods have to be Halal. Also its purpose will be changed by the change of ownership. Thus the profit is earned. The Bank has to take the role of both buyer and seller.
4. IBBL buys the commodity from the market for real and hand over to the client.
5. Thus the fund cannot be diverted. Also this deters the possibility of default. 
6. IBBL communicates and serves much business activity with the main seller for the purchase of the good. Thus the markup is considered as profit rather as Interest like the one in Conventional Loan Mechanism 

 Back to Back Policy in Bai Muajjal Mechanism for Import Business:
In our country the owners of the garments industry basically receive L/C from foreign buyers for exporting RMGś. In most cases, the foreign buyer’s inserts a stipulation of importing raw material of RMG like cloths, threads button etc. Even if some foreign buyers inserts the name of country for which the raw materials is to be imported. 

	Time and Date of repayment should be indicated in L/C.  In this circumstances the RMG businessman intend to open Back to Back L/C to import accessories from the overseas by keeping the export L/C as Lien to the bank . Here, the bank will take the responsibility of importing the raw materials and collects the payment from the value of export L/C.
	IBBL conducts a Bai -Muajjal Agreement upon the opening of L/C and specify the time for repayment.  In the contract the bank acts as seller and investment client acts as purchaser. In Back to back L/C, Bank is fully obligated to make payment of the goods. BL & BE is prepared as per Banks order and the subject of the ownership of goods under the bank is indicated in L/C and contract deed.  Hence the ownership of the goods remains under Bank. Moreover, the client issues the letter of authority to the bank for using his or her IRC to import the goods. Hence the ownership of imported goods remains with the bank through back to back L/C and the bank contracts with the clients to sell the goods remaining at hid ownership on credit.
	
	Afterwards, the client's Bai Muajjal account is adjusted after receiving the payment of exporting 	RMG prepared with imported raw materials through back to back L/C.

	Bai-Muajjal in Exporting Business:Exporters basically exports several products including processed food in overseas. They often need extra amount for purchasing raw-materials from the local market. Hence they may apply to IBBL for purchasing those goods on credit. If the IBBL intends to invest, then purchases the raw materials from local market and sells it to the client. Here the bank charges the required profit on purchase price. Hence Bank invests in export business through Bai-Muajjal.



Bai Muajjal in case of Business:IBBL provides investment for business through Bai Muajjal mechanism. Those who trade goods need more capital to purchase raw materials. To meet those needs conventional bank advances interest based loan. IBBL cannot grant interest based loan for the following two reasons:
1. Shariah prohibits taking of interest. 
2. It is not justifiable for IBBL to advance Qard-e-hasana to these Businessmen. Since, Bank has to grant Qard-e-hasana from the depositor’s money. Bank already has Mudarabah agreement with that depositor. Depositors keep their savings in bank for business not for charity.
Moreover, giant businessman tends to take loan from bank to become richer. It is not so much justifiable to grant Qard-e-hasana to them as to the needy people. 
Hence IBBL instead of providing loan purchases the materials necessary for trade from the market and sells it to the client on credit. Here the bank tries to know about the client’s business .As per client’s order and specification; bank purchases the material on cash. Afterwards bank adds profit on mutual consent and sells it to the client on credit. After transferring the goods to the client, bank specifies the repayment period. Client sells the goods financed by the bank and repays the payables to the bank from proceeds earned. Whether the client makes profit or loss on his business, the bank has no concern on it. Client is not bound to repay the payables before the specified period. In these circumstances, if the client makes profit by reinvesting the proceeds without adjusting payables, the bank has no claims on it. Bank's only claim is to repay its receivables within specified period. 
It is mentionable that if the client repays the obligation before the specified period, then the bank may allow rebate to reward him/her. But it is not mandatory. Bank usually allows rebate to encourage the client to repay his/her obligation earlier. The Bank may charge compensation on overdue obligation if the client willingly makes it due.

3. Bai-Salam:The Arabic word Bai means sales and purchase and Salam means advance. Bai-salam means advance sale and purchase. A contract between buyer and seller under while the seller sells in advance certain commodity under Islamic sharia’h to buyer at an agreed price and the commodity is delivered at a future time in a particular place.

Conditions of Bai-Salam:
· Conditions related to product:
· Delivery time of product will be specified under Bai-salam.
· Product will be available at the time of delivery.
· It is considered that product is the liability of the seller and he will take responsibility only for those for which agreement has been made.
· There must be specified mention about the quantity of the goods because it may be a reason of clash between buyer and seller if the quantity of product is not mentioned clearly.
I. In Bai-salam, contract good’s name, type, features, necessities etc must be mentioned clearly.
II. In bai salam , the delivery place must be specified .

Conditions related to price:
i. In Bai Salam, product’s price must be specified and known by both parties of the contract.
ii. Price will be paid to the seller in full as mentioned in the contract at the time of execution of contract on the spot.

Other conditions:
I. After completion of the agreement, Bai salam contract has to execute instantly. In that case, execution must not be related to other conditions. The execution of Bai Salam will not be applicable for any future time as it is one of the most important conditions that capital will be paid at the time of execution of contact on spot. Seller will produce goods only after advance payment so chance of differed payment.

Parallel Bai Salam:
· The bank after purchasing a commodity by way of Salam contract may sell the same commodity in advance to third party on the basis of parallel salam contract for the same date of delivery.
· Seller in first contract cannot be made the buyer in parallel salam contact as per Islamic shariah.
· If one party of the first contract is unable to comply with contract conditions, other party will not impose to the parties of parallel contract.
· Exchangeable salam bond is not legal to issue.

Practice of Bai-Salam in Islamic Banking:
Bai- Salam is the investment process of Islamic banking. In this process bank purchases goods which will be produced by the seller at a specified price and the payment is made in advance. Here is the relationship of buyer and seller. Seller receives money from the bank for production and supply goods on time. After receiving the goods, the bank sells those directly or by agents or by third party. Here the relationship is seller and buyer. In that case the difference between buying and selling price is profit. Generally in Bai-Salam buying price is low for the protection of any loss. If the seller of Bai-Salam unable to supply goods on time, he will repay the advance amount to the bank.

3.1.1.3 Share Modes: 

Mudaraba: Mudaraba is derived from the arabic word (Darb), which means to beat or to search or to travel etc. Mudaraba is a partnership business which has two parties. One party which provides the capital is called shaheeb-Al-Maal or Rabb-Al-Maal and the other party who runs the business with efforts and labour is called Mudarib or the entrepreneur. In this type of business, both the parties share their profit as per pre agreed ratio and the loss is totally borne by the capital provider. The followers of Shafiee and Maliki Mazhab refer mudaraba as Qirad.
In this method, Islami Banks can collect their savings and can employ the adroit and experienced entrepreneurs to manage a business by providing cash. The entrepreneur runs the business with the purpose of earning halal profit which will be shared in a mutually agreed upon proportion. On the other hand, if the loss incurs, as shaheeb-Al -Maal, bank bears the loss and the mudarib may not get any return for his time and efforts. If there is any negligence of mudarib or any breach of the contract, then the bank is not obliged to bear the loss.

Classification of Mudarabah:
a. Mudarabah al-Matlaq
b. Mudarabah al-Muqayyadah

Acccording to Imam Shafi and Imam Malik, mudarabah will be all time as mudarabah al-mutalaq. Sahibul mal cannot give any restriction or condition to mudarib that the capital which has been provided by the shaheeb-al-maal , should be used in a specific business or invested in a certain product, or do the business with the capital provider or do business in a specific area. 

On the contrary, 
According to the Imam Abu Hanifa and Imam Ahmed, as mudarabah should be unconditional to be legitimate, besides muqayyadah will be legal. If condition is attributed, mudarib will not breach those restrictions and if he breaches those, and financial loss occurs eventually, the total losses will be borne by the mudarib.

It is referable here that quoted by hazrat Abdur-Razzak , conditional mudarabah has been permitted by the Hazrat Muhammad. So the issue of conditional mudarabah to be legitimated is permitted by hadis.

Systems to implement Mudarabah in Islami Bank:In the perspective of taking deposits) Islami Bank follows Mudarabah system at the time of taking deposits and providing loans. Conventional bank takes deposits from the public on the basis of interest and the relation between bank and the depositor is lender and receiver. On the other hand, Islami bank takes deposits in Mudaraba system. It invests this fund in halal sectors and the acquired profit is distributed between them in a certain proportion but the loss is borne by the depositors solely. Here the relationship between the bank and the depositor is Mudarib and Shaheeb-Al-Maal. Islami bank is the entrepreneur and the Shaheeb-Al-Maal is the capital provider. 



Different Mudarabah accounts in Islmai Bank:
· Mudaraba Special Notice Account
· Mudaraba Savings Account
· Mudaraba Time Deposit Account
· Mudaraba Hajj Savings Acccount
· Mudaraba Savings Bond
· Mudaraba Mohor Savings Account
· Mudaraba Foreign Currency Savings Account


Systems to implement Mudarabah in Islami Bank: In the perspective of investment)Though Islami Bank follows Mudaraba system at the time of investment there are some problems in investing in the funds for the scarcity of honesty and morality of the entrepreneurs. In Mudaraba business the total loss is borne by the Shaheeb-Al-Maal. In mudaraba system Islami bank will be the mudarib. Without providing loan mudarib performs the prime role in the operation of the business. To find out the proper profit and loss the account of a company should be kept thoroughly. Many mudarib is not interested to maintain this account. In this system profit and loss or others account should be given to the Shaheeb-Al-Maal and it is obligatory for the mudarib or entrepreneur. But most of the businessman does not expose their account to the Shaheeb-Al-Maal by thinking that it is the secret information to them. Besides, in this process Shaeeb-Al-Maal and mudarib cannot expect any profit priory likely to the murabaha system. As a result, customers are not interested to take loans in this system. 

Good customers do not engage with bank in murabaha system to make huge profit because in this system the total profit or ultimate profit is distributed between bank and the customer. As a result the entrepreneur pays huge profit than murabaha system and they do not think that as a convenient investment for them. 




Duration of Mudaraba Contract
It is not necessary to mention about the duration of the mudaraba contract because it is that type contract which cannot be void any time. 

Mudaribś Responsibilities and activities:
· Mudarib will work as depositors and look after the investment activities except natural disasters.
· Mudarib will work as lawer or agent in case of purchasing goods by the money of Shaeeb-Al-Maal.
· If profit is earned, he will receive as prior percentage.
· If any loss is occurred due to the negligence of mudarib, he will be liable for the loss.
· If mudaraba is void for any reason mudarib will get only salary other than profit or loss occurred.
· If mudarib has entrepreneurial efficiencies, strategically and professional skills only then he will join the activities.
· Mudarib can appoint any employee or other person to facilitate the activities.
· Mudarib will choose a place near market and relatively risk free.
· Mudarib can mortgage his business to a trustworthy person or institution in need of money.
· Buying and selling may be on credit.

2) Musharaka: Musharaka is an Arabic word. It is derived from the Arabic word Shirk. Shirk means partnership or sharing. Thus the literal meaning of Musharaka is partnership or sharing. 
Shirkat is mainly divided into two kinds: 
A.Shirkatul Milk 
B. Shirkatul Uqud


Shirkatul Milk:Shirkatul Milk means co-ownership where two or more persons enter into agreement without any formal agreement. Shirkatul milk can be achieved in two ways:
a. Shirkatul milk bil-Jabriyyah: Shirkatul milk bil-Jabriyyah means involuntary or unavoidable shirkatul milk. The partners are bound to keep the asset under joint ownership in this shirkat.
b. Shirkatul milk bil-Ikhtiyariyyah: Shirkatul milk bil-Ikhtiyariyyah means voluntary shirkatul Milk. If the property is divisible and partenrs still decide to stick together, then the shirkat is termed as shirkatul Milk bil-Ikhtiyariyyah.
Under Shirkatul milk, if there is any loss to the property, then the loss will be shared in proportion to the ownership equity. If there is any profit then the profit will be shared according to the rules of contract or ownership equity. No co-owner can sell, use or do any asset without prior consent of all partners.
Shirkatul Uqud:
Shirkatul uqud is based on partnership contract. Here contract is the main concern. To run a business, partners will come under a single agreement which is called shirkatul uqud. Here profits can be shared in any equitably agreed proportion. 
Benefits of Musharaka:
To increase the financial ability of people, Islam has legalized the partnership business. In society, people have small savings individually. But this is not possible for any person to initiate any enterprise. When people come together and accumulate their savings, they can implement a business plan. In this way, investment increases and unemployment decreases. Moreover, for more investment, production cost will also reduce. That’s why consumers are also benefited by reduction of price.
Classification of Musharaka:
Usually, in practice Musharaka means shirkatuluqud. Shirkatuluqud means contractual shirkat or partnership business. Shirkatuluqud can be of four types:
1. Shirkatul Mufawadah:If the partners are equal in their capital, management and religious belief the business is called Shirkatul Mufawadah. In shirkatul Mufawadah, partners have equal capital, equal share of profit and loss and same responsibility on their job. There is no scope of unequal capital in shirkatulMufadawah. All the partners are required to be adult and Muslim. In this Shirkat, each partner can act as an agent (wakil) for the business and stands as surety or guarantor (kafil) for the other partners.
2. ShirakutlInan(Restricted Authority and obligation): In shirkatul Inan, the partnership is not equal. Shirkatul Inan means a partnership contract between two or more persons in which the capital contribution of the partners are unequal. Profit and loss will not be needed to share equally. Rather loss and profit will be shared according to contract. If there is any loss, the loss will be shared according to capital contribution.
3. Shirkatul Abdan( Labor, Skill and Management): Partnership business in which labor, skill and management are considered as capital is called as shirkatul Abdan. Here a partner may contribute in the business without contributing any financial capital. In this type of shirkat two or more persons contribute their skills and efforts to the management of the business without capital contribution. Under this shirkat, partners will share their profits or loss according to the contract or equally.
4. Shirkatul Wujuh: Under shirkatul Wujuh, the partners have no capital contribution at all. Shirkatul wujuh is based on the goodwill, creditworthiness and contracts. Under this business, partners invest their goodwill and use the goodwill to buy some goods on credit. 
Then they sell those goods in cash and distribute the profits according to the contract.

Musharakah in Islami Bank:
As appliance of shirkatul Inan is easy, Islami Bank is more interested on it. Under Shirkatul Inan, it is not obligatory for all partners to be adult and participation in capital contribution, in management and loss/ profit is not obligatory to be equally shared. Capital contribution, participation in management and distribution of profit will be maintained according to contract and if there is any loss will be distributed according to the capital. 
In Islami Banks, to implement the shirkatulInan, depositor give a portion of the capital and banks give the rest.
In Islami Bank Bangladesh Limited, Musharaka has two classifications-
1. Musharaka Mustamirra: The Musharaka contact which does not have any specific time limit is called musharakamustamirra or running musharaka. This musharaka is also called musharakatamma and musharakadamma or permanent musharaka. Under this contract bank distributes capital to any business man or company. After the business as per pre-agreed ratio banks distribute profit and take it’s own portion. If there is any loss, the banks take the loss according to their capital. In this type of contract there is no time limit. If wish, Islami Bank can close the business by selling the invested capital or share to others.

2. Musharaka Mutanakissa: Musharaka Mutanakissais quite different from musharaka mustamirra. Under Musharaka mustamiirra there is no provision of reducing bank capital or share of equity. No Partner will withdraw any capital or part of capital from the business. Before end up of business or transferring the ownership the equity will be same. They can just withdraw the profit at the end of year. But in Musharaka Mutanakissa, one partner gradually buys the share of another partner. Usually, bank will sell its part of capital to depositor. At the expiring of date, bank pays off the price of share. So, gradually bank transfers its share to owners. The owner gets full ownership of the business after a certain time. Before getting full ownership the profit is shared between bank and owner according to the contract. As the ownership of bank reduces gradually, the profit also reduces in accordance with ownership.

[bookmark: _Toc526115617]3.1.1.4. Ijara Mode:

1. Hire Purchase under Shirkatul Melk:Shirkatul Milk means any engagement of two or more persons in any agreement without any contract. There are two types of shirkatul milk.
2. Shirkatul Milk bil-Ikhtiyariyyah
3. Shirkatul Milk bil- Jabriyyah

HPSM Investment in Islami Bank:
1. HPSM (Industry): In case of industrial sector, IBBL buys or builds any machineries or fixed assets with the investors. Then bank rent the assets to the investor for a specific period of time and make a contract to sell the asset to that investor through installment. By paying the installments investor repay the part of bank. Moreover, investor has to pay rent because of using the portion of the bank. In this project, both ownership of the bank and rent reduces simultaneously.
2. HPSM (Transport): IBBL invests in car, ship etc. transportation sector also. Bank and customer become partners jointly. Bank rents his part to its customer for a specific period of time. Moreover, bank tries to sell his portion to the customer with a time of period. Customer buys a part from the bank at the time of repaying the installment to the bank. Initially the vehicle is registered with the bank’s name. After repayment of the entire installment the car is registered with the name of depositors.
3. HPSM (Real Estate): In Islami Bank HPSM is also followed in the investment of real estate. In this method, Islami Bank and customer jointly buy or build the building. Then the bank rents it to the customer and makes a contract of selling with repayment.
3.1.1.5 [bookmark: _Toc526115618]Mode Wise Disbursement of Investment of IBBL:

	Modes of Investments
	2012
	2013
	2014
	2015
	2016

	BAI MUAJJAL
	6,836,193,251
	9,500,929,590
	11,367,607,664
	11,678,814,076
	14,969,773,260

	MURABAHA TR
	85,599,831,182
	106,735,316,237
	132,540,156,863
	165,080,728,627
	193,564,348,535

	BAI SALAM
	4,423,541,466
	4,190,742,944
	4,797,748,065
	5,304,857,621
	6,415,156,815

	MUSHARAKA
	142,162,486
	440,716,442
	484,220,423
	391,069,538
	595,955,248

	BAI SALAM
	4,423,541,466
	4,190,742,944
	4,797,748,065
	5,304,857,621
	6,415,156,815

	BAI MURABAHA
	31,867,095,821
	37,360,637,945
	40,171,843,723
	43,877,602,909
	58,746,807,574

	HPSM
	83,048,414,556
	85,172,597,570
	92,719,427,861
	105,266,339,970
	119,901,275,864



	Table 1: Mode wise investment of IBBL from year 2012 to 2016

	

Chart 1: Investment Disbursement for Musharaka Mode

Interpretation: Investment in Musharaka shows fluctuating trend. Last year 2016 dibursement under musharaka mode is about 595955248. This is significantly high cause investment client prefers it for risk sharing purpose . 


Chart 2: Investment Disbursement for Bai Murabaha Mode
Interpretation: Investment under Bai Murabaha shows increasing trend. Investment Client prefer this because they want more freedom . They have to share less profit with bank compared to other modes.




Chart 3: Investment Disbursement for Bai Muajjal Mode
Interpretation: Investment under Bai Muajjal also shows increasing trend. Mechanism of Bai Muajjal and Bai Murabaha is almost same and the reasons of popularity of Bai Muajjal is same as that of Bai Murabaha. 

Chart 4: Investment Disbursement for HPSM Mode
Interpretation: Investment in Hire Purchase under Shirkatul Melk shows increasing trend. The most probable reason could be its suitability in tangible and non fungible assets.



Chart 6: Investment Disbursement for Mudaraba Mode
Interpretation: Mudaraba shows stable trend. The bank is not willing to disburse more fund considering its risk factor.


Chart 7: Investment Disbursement for Bai Salam Mode
Interpretation: Investment in Bai Salam has been showing mildly fluctuating trend for last 5 years. The probable reason could be related to contemporary economic condition
[bookmark: _Toc526115619]3.1.1.6 Regression Analysis:
	SUMMARY OUTPUT
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Regression Statistics
	
	
	
	
	
	
	
	

	Multiple R
	0.999337
	
	
	
	
	
	
	
	

	R Square
	0.998675
	
	
	
	
	
	
	
	

	Adjusted R Square
	0.99735
	
	
	
	
	
	
	
	

	Standard Error
	6338.553
	
	
	
	
	
	
	
	

	Observations
	5
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	ANOVA
	
	
	
	
	
	
	
	
	

	 
	Df
	SS
	MS
	F
	Significance F
	
	
	
	

	Regression
	2
	6.06E+10
	3.03E+10
	753.7967
	0.001325
	
	
	
	

	Residual
	2
	80354498
	40177249
	
	
	
	
	
	

	Total
	4
	6.07E+10
	 
	 
	 
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%
	Upper 95.0%
	

	Intercept
	-60546.5
	19678.25
	-3.07682
	0.091384
	-145215
	24122.22
	-145215
	24122.22
	

	Total deposit
	1.141309
	0.066779
	17.09088
	0.003406
	0.853983
	1.428635
	0.853983
	1.428635
	

	Reserve fund
	-0.44914
	1.710237
	-0.26262
	0.817422
	-7.8077
	6.909415
	-7.8077
	6.909415
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	RESIDUAL OUTPUT
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Observation
	Predicted total investment
	Residuals
	
	
	
	
	
	
	

	1
	321622.8
	1150.025
	
	
	
	
	
	
	

	2
	405511
	-5580.26
	
	
	
	
	
	
	

	3
	467545.6
	6470.302
	
	
	
	
	
	
	

	4
	566756.8
	-2424.84
	
	
	
	
	
	
	

	5
	629246.5
	384.7652
	
	
	
	
	
	
	







R square:
R square is about .9987 which is very good fit. 99.87% of the variation in investment is explained by the independent variables total deposit and reserve fund. The closer to 1, the better the regression line fits the data.
Significance F 
Whether the results are reliable that can be understood by looking at significance level (.001). If this value is less than .05 then the result is ok. If significance F is greater than .05 it is probably better to stop using this set of independent variables.
Coefficients: 
The regression line is:
Y (investment) = -60546.5 + 1.141309*total deposit - .44914*reserve fund.
In other words, for each unit increase in total deposit, investment increases with 1.141309. For each unit increase in reserve fund, investment decrease with .44914 units.This valuable information.

Residuals:
The residuals show one how far away the actual data points are from the predicted data points. For example using the equation, the predicted data point equals to 321622.8.
[bookmark: _Toc526115620]3.1.1.7 Investment Procedure of IBBL:
Consecration of Client:
· Here, the bank insistences probable client to open an Al-Wadiah Current Account, and give him freedom to maintain the Current Account for a reasonable period. (For generally six months).
· The bank officer sets off preliminary discussion with the prospective client regarding his/her investment needs. 
· Briefing him on the important features of "Bai-Murabaha" mode of investment. Impart, generally, the usual terms and conditions through which the bank makes such investment. 
· Go through the past performance of the client, checking-up head office’s current investment policy and branch's track record of Bai-Murabaha Investment of the item(s). 
· If the proposal looks good, they advise the client to submit a formal application. If it is not, regret politely. 
APPLICATION
Place of obtaining the application: Generally, head office controls branches gets application from the client in a duplicate copy (one copy is for branch record and the other copy to be sent to the head office along with the proposal). 
Branches whose are under zone gets an application from the client in triplicate copy (one copy is for branch record and the rest two copies to be sent to the zonal office along with the proposal). 
Activities of Zonal Office: The zonal office takes one copy for itself as a proof and the other copies are sent to the head office along with the proposal. If the branch have the voluntary power regarding this, they will get a single copy of the application. For new client and renewal cases, application shall be acquired on F-167A. Deal Application shall be acquired on F-136.
Taking Photographs: The photographs of Proprietor/Partners/Directors/Trustee are attached, attested and prevailed by the banker on the top right corner of the application. 
Investigating the Information: Investigate the Application of the Client to see that -
· Every gaps are correctly filled in;
· The given information therein are correct and accurate in all aspects
· All necessary documents/papers as listed in the footnote of the application are submitted
· Documents are signed by the client as per the previous signature with the bank and also verified by the authorized officers of the bank. 
The authorized officials then insert the application in the Investment Proposal Received and Disposal Register. 
Last thing is done with the launch action for further processing and appraisal.
PROCESSING AND APPRAISAL
Checking Shariah legitimacy: The officxer who works in investment department scrutinize Shariah validity of the goods and also rejects the proposal, if it is not permitted by Islamic Shariah.
Schedule of credit restriction: The next step is following-up credit restriction schedule of Bangladesh bank and head office current investment policy guidelines and rejects proposal if it clashes with the existing credit restrictions of Bangladesh bank and head office policy guidelines. 
Visiting the place: The important step is to visit the organization of the client by dictated officials of the bank and justify the particulars, information and figures in the application form with the original documents/papers and be sure about its effectiveness and exactness. The officer collects additional information, particulars, and facts and figures, if it is required. 
Collection of information from other sources: The officer who is working in investment department communicates with the business and important persons of that area to ensure the honesty, integrity and business dealings of the client. 
Then the officials ask for private reports of the customer from local branches.
Collecting confidential reports: Confidential reports have to be collected from local financial, credit and leasing institutions, if needed. 
· The officer then collects report from Credit Information Bureau (CIB) of Bangladesh Bank through Head Office Investment Division as per instruction circular of Head Office in this concern.
· The officer obtains confirmation of the client about his liability (both contingent &real) with other banks/financial institutions/leasing companies including any other branches of Islami Bank Bangladesh Ltd. 
· The investment officer collects financial statement/balance sheet of the client for the last three consecutive years for investment proposals of Tk.50.00 lacs or above or as per head office instruction. 
· The officer inspects Land, Building(s), other Assets and Properties proposed to be Mortgaged or Hypothecated. Ascertain Prima-facie genuineness and correctness of those in cross references to Documents, Title Deeds and other relevant Papers. 
· The officer forwards Documents, Title Deeds and other relevant Papers to the approved Lawyer of the Bank for examination and furnishing his opinion. (Lawyer's opinion should be clean and without ambiguity).
· The officer contacts primarily with the Producers/Sellers/Suppliers of the Goods in the Market, study the market price and work out the purchase and sale prices of the goods as per following guidelines, and ascertain whether the purchase of the goods by the Client from the Bank will be profitable to him and whether the Client shall be able to lift and pay the price of Bai- Murabaha goods to the Bank within the due date. 

Instructions: Cracking out the selling price of goods and other expenditures to be prevailed as per following instructions in Bai Murabaha
Cost and Sale Price of the Goods:
  A. Purchase price cost of the goods
	PLUS
  B. Other expenses incurred by the bank in compliance with the purchase, transportation and storage before sale of the goods to the client:
	a.	Communication - TA/DA of bank official or the agent, if any.
	b.	Commission is paid to the agent, if any.
	c.	Cost of the remittance of the fund.
	d.	Transportation cost up to bank's godown (if not sold just after purchase).
	e.	Transit insurance and incidental charges.
	f.	Other expenditures, except interest incurred (if any). Interest element, if any, is
To be paid by the client himself.
	g.	Godown rent and godown staff’s salary (if the goods are kept in the bank's 			godown before sale to the client). 
   C.    	Total Cost Price (A+B) Tk.............................. 
   D.	Estimated Profit of the Bank Tk......................... (Percentage of Profit ............ %)
   E.	Sale Price (C+D) Tk............................ (			                              )

3.1.1.8 SANCTION
Acceptability:  By verifying assessment,  fulfilled as mentioned here-in-above, if the proposal looks viable, the in-charge officials  issues sanction advice if it is within the business power of the branch mentioning all the terms and conditions in duplicate (one copy shall be kept by the client and the other copy shall be returned to the branch by the client duly accepted all the terms & conditions) to the client and endorse copies to zonal and head offices keeping one copy in the client's file duly accepted by the client.
Situation based on voluntary power: 
· If the proposal is not within the voluntary power of the branch, forward the proposal with appraisal report on F-167A and F-167B  (as per specimen at page 50) to zonal office/head office, as the case may be, in duplicate together with all required documents and papers giving specific comments and recommendations. 
· If the proposal is beyond the business power of the zonal office, zonal office shall approve / regret the proposal. 
· If the proposal is not beyond the business power of zonal office, zonal office shall forward the proposal to Head Office with their aspect and recommendations. 
· On collecting the proposal and the appraisal along with supporting papers, Head Office will either Approve or Regret.
· If the Proposal is accepted by the Zonal office / Head office, the Branch will issue the sanction advice including all the terms and conditions in duplicate paper to the client.
· If the client duly approve the sanction terms and conditions, enter the particulars of the sanctioned proposal in the limit register allotting a fixed serial number for each client as per limit register which shall remain permanent irrespective of the mode(s) so long 
As the limit remains valid and the client continues business with the bank. 

The officer opens  file client-wise annexing  the  fixed  number allotted to him as per limit register)  and client's name , address, (business address, present address, permanent address, residential address) and telephone/fax/telex/cable numbers be recorded prominently in the inner side of the investment file for easy tracing in case of need. 

Investment for the existing client: In case of Investment to the existing Client, access required papers, documents/application with the past performances & outstanding liabilities of the client, if any & process / sanction the proposal as per instruction lay down here-in-above after due evaluation/study. 	
DOCUMENTATION
Before buying the goods by the bank, the officer collects adequate collaterals/securities as mentioned in the sanction advice along-with the following charge documents properly executed, i.e. duly filled in, signed, stamped, verified and witnessed, where necessary:
1. Murabaha Sanction Advice   deal-wise duly accepted by the client.
2. Bai- Murabaha Agreement (Deal-wise) after buy of the goods by the Bank.
3. Agreement for Pledge of Goods (Deal-wise).
4. Single Party D.P. Note, if there is no guarantor. (Deal-wise)
5. Double Party D.P. Note, if there is guarantor, to be made by the client in favor of the guarantor and endorsed by the latter in favor of the bank(Deal-wise).
6.  Joint and Several D.P. Note signed by all the directors in case of Limited company(Deal-wise).
7. D.P. Note Delivery Letter duly signed by the maker and the endorser (the client and the Guarantor. (Deal-wise)
8. Letter of Hypothecation (CF-5 as per specimen at page 98) for Client’s Stock in Trade/Work-in-Process, if the Investment allowed in additionally secured by Hypothecation of Stock/Stock-in-trade. (Deal-wise)
9. Letter of disclaimer, if stored in Party's own/ hired godown.
10. Insurance Policy (If the goods are stored in Party's Godown/Yard under Bank's effective control).
11. Trust Receipt duly executed by the Client if goods delivered under TR. (Delivery Order wise). 
12. Balance Confirmation Letter (Deal-wise)
13. Letter of Guarantee signed by the Guarantor as per terms of sanction. (Deal-wise)
If the Investment is made collaterally secured by Mortgage of Property, obtain the following documents: 
i. In case of Equitable Mortgage, Memorandum of Deposit of Title Deed (MDTD) signed by the owner of the property.
ii. In case of Legal Mortgage, Registered Mortgage Deed should be obtained. 
iii. Personal Guarantee of the owner(s) of the Property on CF-14
iv. Original Title Deed(s) with CS. RS, SA,. Mutation Parcha, DCR of the property and Mutation record. 
v. Valuation Certificate (issued by a competent Civil Engineer and physically verified by the Branch Officials) countersigned by the Manager certifying the Market value and the Forced sale value. 
vi. Lawyer's Certificate about verification of the Title Deed (the Lawyer should certify in clear terms that the Property covered by the Title Deeds is free from all 	encumbrances and the same can be accepted as collateral security against the particular Investment.) Legal Opinion should be self-contained without any ambiguity and clean in all respects.
PURCHASE OF GOODS BY THE BANK
Opening Investment Account: The in-charge officer opens the investment account in the Investment Account Register that will be maintained by mode wise suffixing Customers Fixed Number giving deal number chronologically.
 Purchase and delivery: Bai- Murabaha goods may be purchased and delivered in the same way may be taken directly by the bank from the market, genuine producers, sellers, suppliers through any authorized official on cash or credit basis.
Employing Buying agent: These things may also be done through any buying agent like individuals/firms/organizations etc, duly engaging and authorizing them by a separate contract to purchase and take delivery of the goods on behalf of the bank as its agent. 
In case of cash purchase and taking delivery of the goods by the Bank's Authorized Officials, the following procedures shall have to be followed:
a) Authorized Official(s) along with the Client contact the genuine producers/sellers/ suppliers of the goods under transaction personally, verify the quality, quantity, and other specifications, supplied by the Client, study the market, collect the price / quotation, bargain with them, settle price and finalize the purchase mentioning the date, place of delivery and terms of payments keeping proper record of the same.
b)  However, in case of Purchase / Lifting against Allotment(s) which is in the name of the Client or any firm other than the Client, from Govt., Semi-Govt. , Autonomous, Semi-Autonomous & reputed Private Concerns physical verification may not be essential. In such cases the Bank obtain valid Letter of Authority from the allottee to purchase and lift the goods by the Bank before making payment to the allotting authority. Otherwise, purchase of those goods by the Bank will not be valid as per Islamic Shariah.
· In case of purchase of Bai- Murabaha goods by the Bank on credit / deferred payment basis, the Bank execute a "Credit Purchase Agreement" with the Seller to that effect mentioning date of delivery of Goods to the Bank and that of payment by the Bank. 
· If the goods are to be purchased from the local or outstation market and money is to be paid/remitted through P.O/T.T./DD etc., the P.O/TT/DD must be on behalf of the Bank and the commission thereof and other expenses such as T.A, D.A, Transportation etc. is borne by the Bank, which shall ultimately be loaded on the cost of Goods. 
· The Incumbent-in-charge, the Second Officer and the Investment-in-charge of the Branch sign the P.O/TT/DD Application Form on behalf of the Bank.
· In case of Purchase of Goods by the Agent engaged for the purpose, he purchase the goods from the genuine Producers/Sellers/Supplier in the local market or outstation market following the same procedures as is followed by the Bank Officials on behalf of the Bank.

SALE AND DELIVERY OF GOODS TO THE CLIENT
How the cost is calculated: The Bank, after receiving the goods, calculates the total cost price and fix-up the mark-up profit reciprocally agreed upon and determine the total sale price mentioning the total cost and marked-up profit separately which will include the following : 
· Rate of profit - floor rate in different sectors & modes may be fixed and branches can be permitted to bargain & negotiate profit rate at a rate above the floor rate. 
· Fixing up the schedule of payment of price of Bai-Murabaha goods by the Client either by installment or in lump sum. If it is by installments every installment will include proportionate amount of principal and profit. 
· In case of Bai-Murabaha sale, the Delivery of goods if required to be given to the Client against TR  immediately after it is purchased, and received by the Bank, it may be given even from the godown / store / warehouse of the Producers / Sellers / Suppliers, of course, after being duly received by the Bank  and then by the Client buyer.
· It may be noted here that in order to make the whole process easier and to minimize the risk, the Purchase & Sale of Goods by the Bank, Taking delivery and making delivery, pledge and delivery on Trust Receipts, if required may be done and completed in one Tripartite sitting of the Sellers, Bank and the Client, where the Bank will actually purchase and take delivery of the goods from the Seller and Client will Purchase the Goods from the Bank signing the Bai- Murabaha Agreement, Take delivery, Pledge the Goods to the Bank and again take delivery of Pledged Goods after signing the T.R.  and or making payment to the Bank.
Pledged goods maintenance and storage:
· Storing the entire pledged goods including prescribed goods securities in godown (Bank's own/hired/Client's own/hired) ensuring Bank's effective control.
· Goods in bulk, i.e., Coal, Pig-iron, Bricks, Fertilizer, and Cement etc. may be stored in yards under strict supervision and ensuring effective control of the Bank. 
· Obtaining Letter of Disclaimer in case of party's/hired storehouse.
· Go-downs must be wet proof and safe from rain water and other common hazards. 
· Storing the hazardous and inflammable goods in a separate storehouse.
· Storing the Edible Items, Chemicals and Toxic Items separately to avoid contamination and quality deterioration.
· Keeping record in Stock and Delivery Register of the pledged stocks including prescribed goods security making entry Deal-wise, Item-wise (commodity-wise), Size-wise for the physical stocks, stocks-in-transit and stocks delivered against TR.
· Receiving the stocks on the basis of Purchase Schedule 
· Delivering Order be issued only against receipt of proportionate Bank's dues against the intended goods for delivery on written request of the Client. Post dated cheques be obtained for the value of goods delivered against TR along with a forwarding in the pad of the Client. 
· Delivery Order is signed jointly by the Branch Manager, Second Officer and the Investment-In-Charge.
· Obtaining Stock Report monthly both for Pledged stocks, stocks delivered under Trust Receipt (TR) and the Bai-Muajjal stocks in 
· Monthly Stock Report for Pledged stocks is signed by the Go-down Supervisor and the Investment Officer/In-charge.
· Storehouses are inspected regularly by the Manager, Second Officer.
· In charge investment officers will monitor the go-down at least twice a month 
· Storehouse’s Key Movement Register be properly maintained in B-82 where full details of every movement of the Keys of any go-down be clearly mentioned detailing the purpose and time of Key receiving and handing over of the same to the Manager/Second Officer or any other Authorized Official of the Branch.
INSURANCE: 
The policy taken for insurance: The Bank  obtain Insurance Policy equal to the Sale Price of the Goods Plus ten percent covering the risk of  FIRE, RSD and Flood & Cyclone with Bank's Mortgage Clause. The Client shall reimburse the cost of insurance premium to the Bank. 
The bank’s insurance policy: After sale of the goods to the Client and storage of goods in Bank’s Godown Insurance Policy is taken by the Bank and all costs, including Premium shall be paid by the Client. 
Mortgage: In case of storage of goods in client's go-down, the Client shall obtain Insurance Coverage with Bank Mortgage Clause. The Client will hand-over the Insurance Policy/Cover Note for bank’s record. Receiving the policy receipt from the Insurance Company, evaluate to ensure that it has been issued for the amount and with the Warranties desired by the Bank and also the Policy is duly stamped.
Keeping of policy: Policy should be entered in the Insurance Policy Register and keep it in a Fire proof Safe / Almirah under joint custody of the Incumbent-in-Charge of the Branch and the officer-In-charge of the Investment Department / Second Officer. 
In case of accidents: If any accident occurs, the Client will be advised to Lodge Claim through the Bank to the concerned Insurance Company, duly complying with all formalities within the stipulated time/period. 
If, the Client does not take insurance cover or renew the same, branch will do it on behalf of the client by debiting to the respective Account with compassion of the Client. This will be recovered from the clients.
Where the sold goods will be kept on pledge and stored in Bank's insured go-down, the commensurable premium shall be recovered from the client.
ENGAGING BUYING AGENT:
It may be noted that the Bank may purchase the Bai-Murabaha goods either by itself or it may engage any person or legal body to purchase the goods on behalf of the Bank by a separate Agreement. The following Modus-Operandi is followed while engaging any Buying Agent for purchase of Goods:
a) The Client first submits specification of the Goods which he intends to Purchase detailing therein Description, Quality, Quantity, Design/Model, Price etc. 
b) The Bank examine the specification of goods and verify the Price from the Market, marketability of the Goods and shall sanction Investment Limit in favor of the Client on complying necessary procedures detailed in the Investment Manual as well as Circulars 
issued from time to time. 
c) The Bank, being satisfied with the Quality, Quantity, Design and Other Specification of the Goods, will deliver the Goods to the Client against proper acknowledgement in the Purchase Schedule/ Cash Memo after proper execution of the Murabaha Agreement. The Client then deliver the goods to the Bank for pledge and the Bank shall take delivery of the goods and will store the goods in Banks Godown duly recorded in "Stock In and Out Register" 
d) The Bank then make payment of the value of the Goods to the Debit of Investment -Account Bai-Murabaha Commercial  etc. (category-wise) Account of the Client.
e) Under no circumstances, the Buying Agent shall Purchase the Goods owned by him. Bank Officials ensure it. If any Official is found negligent in this regard, action shall be taken against him. 
f) In addition to the above, DD/PO may also be issued in the name of the Seller/ Supplier and sent it through Buying Agent to take delivery of the Goods in respect of Bai-Murabaha subject to the condition that he will deliver the possession of the Goods after transportation and the Bank shall receive and deliver it to the Client after proper Acknowledgement. The Client buyer then delivers the goods to the Bank for pledge to secure the Bank dues. 
g) In case any Buying Agent does not Deliver the Possession of the Goods as mentioned above, Criminal/Legal action followed by Civil/Legal action shall be taken immediately with approval of  Head Office and such Agent shall not be allowed any facility in future. 
ENLISTMENT OF SELLER/SUPPLIERS IN BANK'S, APPROVED PANEL:
A) Head Office Investment Division/Zonal Offices shall publish notification in at least two Daily News Papers in the month of January each year for Enlistment of Suppliers / Sellers of different Commodities in various Branches at different places / stations throughout the country. 
B) Application for Enlistment is received in such Format as shall serve the purpose of Credit Report also. The following papers shall be obtained along with the Application Form. 
    I) Bank solvency Certificate preferably from Islami Bank Bangladesh Ltd.
    ii) Up-to-date Balance Sheet and Balance Sheet for last Two Years. 
   iii) Fees for Enlistment through DD/PO.
C) Two separate Panels-one for Wholesalers and  another for Suppliers shall be prepared. The Wholesaler must be Dealer or Manufacturer of the Goods while the Supplier must be engaged in the business of Supply of different Commodities to different organizations at different places/stations. 
D) More than one Seller/Supplier is enlisted for one Commodity with minimum three sellers/suppliers for each commodity and Market places/Stations.
E) Formal Agreement to this effect incorporating the detailed terms and conditions is executed between the Bank and the Sellers/Suppliers. 
F) While the panel of Sellers/Suppliers are entering into Agreement with them, the following basic points amongst others should be taken care of :i)Price / Delivery Terms, ii)Quality of Goods, iii)Size/Design/Specification/Brand etc. of the Goods.
G) The Agreement is initially made for one year which may be renewed through mutual consent.
H) Goods not found in conformity with the LC / Authorisation is not accepted and the Sellers/Suppliers is obliged to take back the Goods. 
I) There shall be a Market Intelligence unit at the Head Office of the  Bank which shall receive and examine the Price List of different commodities received from the Enlisted Sellers / Suppliers. It shall also arrange to procure the Wholesale / Retail Price of different Commodities at various Markets on daily basis through nearest Branches of the Bank and regularly verify whether the Price quoted by the Sellers/Suppliers is competitive and the Branches are purchasing appropriate Goods at competitive Price against Investments sanctioned by them. Besides, it shall keep watch on the Price and Market point of different commodities and take appropriate steps in subsequent Sale / Disposal thereof by the Client/Bank. (Market Price of the goods/commodities be maintained in Market Price Register.
J) Commission of the Suppliers is settled and mentioned in the Agreement and the same is added to the “Cost of Goods ". Commission shall be paid to the respective supplier consignment wise. 
K) Payment of Goods is made through PO/DD/TT or as per payment terms of LC / Authorization on receipt of consignment in order in all respects immediately. 

COMPENSATION ON INVESTMENT ACCOUNT
Bank sometimes charge compensation on the overdue investment account(s) for overdue periods at the calculated rate of profit. No compensation will be charged without the vindication of the review committee. The Branches /Offices send R.C. Memo to Head Office quickly after the account turns out overdue, ideally within seven days from the date of overdue of the account. Against Review Committee's specific vindication the compensation may only be charged on the related overdue account at the calculated rate of profit.
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· Clietns prefer Bai Murabaha between the two option in Bai mehanism 
· Murabaha and Murabaha TR has nominated differntly in 2014
· IBBL investment procedure is very difficult
· IBBL does not invest in all sectors equally. It invests in some limited fields.
· Eployees have lack of  knowledge in investment sector for fullfilment the main purpose of investment
· Some investment deals are very much slow
· Attractive investment products ae not there
· There has a chance to submit wrong appraisal and evaluation of investment proposal
· Investments are made through different modes as per Islami Shariah
· Aims to introduce the welfare oriented banking system and also estabolish equity and justice in the field of all economic operation
· Extend socio economic and financial services to individuals of all economic background with strong commitment in rural uplift.
· Ensures Shariah compliance through regular and effective guidelines of powerful and highly esteemed Shariah council consisting of thirteen members representing Shariah Scholars.
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· The investment procedure should be easy and under stable to attract the potential customer.
· They should be investing in most of the sectors for more profit and it will also help to create new employment opportunities.
· Officials those who are at branch level should be more careful in compliance with desired shariah regarding investment
· They should take  actions to make decisions faster because it will help customers
· It is essential to create some new investment products to continue in the age of the competition. 
· Recently, many banks have launched a number of creative investment products to attract their customers. IBBL should think about how to innovate new schemes that will create more value for their organization
· If the employees turn out to be well trained then the possibility of wrong decision and evaluation of investment proposal can be minimized.
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Chapter-5: Conclusion










Conclusion: The banking practice and financial system of all financial institutions in the world is changing rapidly day by day. IBBL is also trying to cover up with the changing capacity by introducing new form and new products for dominant and effective customers. New Investment products such as mCash, Khidmah Card etc are one of the initiatives of Islami Bank Ltd. Following such tendency IBBL is diversifying its investment portfolio keeping in mind to provide well-being based Banking Service. I also think that there is bright future waiting for Islamic banking in Bangladesh and IBBL is in position to go as a catalyst for this development in the banking sector in Bangladesh. Another thing I have to mention here that the IBBL is going through the path in which they need to go and as like today it brings more new and welfare oriented activities in the banking sector in the years to come. The special features of the banking policy of Islamic Bank are to invest on the basis of profit loss sharing system in accordance with the tenets and principles of Islamic Shariah earning of the profits not the only motives and objectives of the Islami banking policy rather emphasis is given in attaining social good and in creating employment opportunities. By concerning Islami bank and its operations we come to the conclusion that the investment models of IBBL are superior to the conventional bank in conventional banking system loan is granted on the basis of interest, which is fixed. In Islamic banking system investment is going out with profit loss sharing system. In this system on fluctuation comes between growth of economy as well as growth of IBBL.

In Islamic banking system, it is possible to create balance between money supply and the production of goods. On the other hand, conventional banking system creates inflationary problem. In conventional banking system, investment doesn’t ensure employment opportunity besides Islamic banking system directly work with unemployment problem. At the time of increasing interest rate, investment decreases and as the same time unemployment also increases. In conventional banking system, interest rate always fluctuates and even unrest in economy. Beside, Islamic banking system always helps economy to grow. In Islamic banking system the collection of invested money is easier than the conventional banking system because bank is concerned with the purpose of investment not concerned in loans, and investment does include customer to work for their own betterment that also helps bank to earn its own investment.
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