Chapter 1
Introduction
Bank is the life of modern economy. It’s the institution which deals with the money of people. It is basically the one which accelerate economy through exchanging money. All sorts of economic and financial activities revolve around the bank. Whenever a country wants to control its monetary policy it directly or indirectly execute through banking policy. A country becomes wealthy by three important sectors such as Agriculture, Commerce and Industry. Banks work for these three sectors by financing them for economic development. The main role of bank is to vanish or even reduce the deficiency of capital by rousing savings and investment. It holds the savings of people which are idle and give them an interest on it; on the other hand lends them to the investors as a loan and take them back with interest.
Credit, General banking, Foreign exchange and investment division plays significant role through providing services to its customers. Dutch Bangla Bank Limited puts on itself in the commercial banking field of the country for providing its customers dynamic and innovative services. Dutch Bangla Bank is providing massive services through its powerful software ORACLES. With the help of such software online banking activities become more fast and secure, customers are able to get more services than before. 
Credit risk is most simply defined as the potential that a bank borrower or counter party will fail to meet its obligations in accordance with agreed terms. The goal of credit risk management is to maximize a bank’s risk-adjusted rate of return by maintaining credit risk exposure within acceptable parameters. Credit risk bank management in banks has become more important not only because of the financial crisis that the world is experiencing now a days but also the information of BASEL. The third Basel standard is a global, voluntary regulatory framework on bank capital adequacy, stress testing, and market liquidity risk. I have included the implementation part of BASEL- III. Bangladesh Bank took the initiative to implement Basel–III framework. Standard Bank also has implemented the BASEL – III framework. A focus of Basel - III is to foster greater resilience at the individual bank level in order to reduce the risk of system-wide shocks. Dutch Bangla Bank is following the CAMEL wisely.

Dutch-Bangla Bank Limited firmly believes that credit decision essentially is a judgmental and analytical effort that requires the highest level of professional competence due diligence and integrity. Credit risk management needs to be a sturdy process that enables banks to proactively manage loan portfolios in order to minimize losses and earn an acceptable level of return for shareholders. Credit risk has always been the matter of concern not only to bankers but also to the business world because the risks of trading partners not fulfilling their obligations in full on due date can seriously imperil the affairs to other partners. Dutch Bangla Bank Limited credit policy is based on sound lending principles and practices supported by reliable and meaningful financial, management, industry/technical and marketing information. This policy is in accordance with Bangladesh Bank Core Risk Management (CRM) guidelines.

Origin of the Report
[bookmark: _GoBack]Bachelor of Business Administration requires a three months attachment with an organization along with a report assigned by the supervisor in the organization and authorized by the faculty. I decided to do my internship at Dutch Bangla Bank Limited at Satmasjid road branch, Dhaka. I wanted to gain knowledge and became skilled as my target is to develop my career at banking sector. My internship period started from 18th February and will end on 18th May. Here at DBBL I worked directly with the department of General Banking, Loans and Advances, Credit policy. My organization supervisor Md. Nagam Uddin, General Banking in charge and Kawsar asked me to work on both general banking and credit risk management sections and conduct a study on Credit Risk Management. The title I have given to my report is “Credit Risk Management of Dutch Bangla Bank Limited”. My faculty Dr.James Bakul Sarkar, Associate Professor and Deputy Director of School of Business & Economics, United International University authorized me to choose and present my report on such topic from both general banking and credit risk management.


Background of the Report
Dutch Bangla Bank is a progressive and unique bank in the area of commercial banking business. Because of its prosperous services which is undoubtedly attractive than others, it is increasing its demand day by day. One can get knowledge and become skilled when he not only memorizes the theories but also understands it and works practically. Most of the university students don’t take or get the opportunity to work as an intern. Rather they choose theoretical courses instead of practical experience. After realizing the importance of practical experience I decided to work in an organization, understand their working policy, exercise my knowledge that I gathered within my four years BBA course and finally represent the whole thing through a report where there’s a combination of both theoretical and practical skills. Through varsity Career Counseling Centre, I started working at Dutch Bangla Bank Limited at General Banking & Credit Departments and in this report I have tried to present easily the credit guidelines, policy and risk management.
Objective of the Study
Primary Objectives- The primary objective of the study is to complete the partial requirement of the awarding of BBA degree from the school of business and economics, United International University and to know the background of the organization. It is treated as a course whether take internship or project which contains 3 credits and after that I can complete my graduation degree.
Secondary objectives- Along with the primary objective, there are others for which the study has conducted. They are-
· To work in a corporate world, know their functions, responsibility and cope up with it by working practically
· To get an overall idea about the performance of DBBL

· To give a brief preview of Dutch Bangla Bank Limited through the discussion of company profile
·  To know and inform others about different types of credit facilities that Dutch Bangla Bank is offering	
· To discuss the ways and terms of credit lending and the customers who will get different types of loans
· To specify the policy and guidelines of credit risk management
· To analyze the existing credit policy of Dutch Bangla bank limited with that of best practices guideline given by Bangladesh Bank, the central bank of Bangladesh
· To sort out any problem area that has to be redesigned
· To identify and suggest scopes of improvement in credit management of DBBL
· To compare the credit sector with other banks and identify its progress
Scope of the Report
Area: The scope of the study was entire Dutch Bangla Bank Limited. This report is helpful to understand the clear real-time experience about the theories and practices of Credit Risk Management in the context of the financial institutions in Bangladesh. By physically working with the supervisor on the specific department I gathered vast knowledge about credit sector about its policy and procedures that will be covered in this report.
The report introduces the organizing focus, presenting the mission and vision, individual department job responsibilities, credit risk management and credit analysis and related all the issues. All the details about credit risk management have discussed along with the management’s plans for granting loans and strengthen the relationship with customers and stakeholders in the environment of business. The study will expose in following topics-
· Brief overview of Dutch Bangla Bank Limited
· Different credit appraisal system and facility
· Portfolio management of Dutch Bangla Bank Limited
Time: As per the rules for internship of Bachelor of Business Administration at United International University I got the scope of doing my internship in Dutch Bangla Bank for 3 months and worked in the credit department as well observed the overall performance of the bank.

Methodology
The methodology section of a research paper gives hint of two important questions. They are-
· How was the data collected or generated? 
· How was it analyzed?
In the following sections the methodology of the research have been described on the basis of research design, sample design, data collection methods, fieldwork and data analysis.
This study includes both quantitative and qualitative data. However this report has been prepared on the basis of experience gathered during the period of internship from both primary and secondary sources. Within this period I visited three departments namely -
0. General Banking
0. Credit Department
0. Foreign Exchange
Primary data: Original data collected for the purpose or problem at hand.
Secondary data: This will include existing public available at libraries, trade associations, and government agencies.


Data Collection Process
There are some steps for collecting data. These will include-
· Step 1: First I need to identify issues for collecting data. It was my prescribed report topic credit risk management of Dutch Bangla Bank Limited

· Step 2: Here I had to set goal how to present and what should be included in my report. These were credit policy, practice, procedures, comparison, ratio, quantity etc.


· Step 3: Then the portion came planning and methods to achieve target. 
· I decided at this point how data would be collected. It can be qualitative, quantitative or both.

· Then I stepped forward to select the sources for collecting related data. For example- Pre-existing or official data, several good quality interviews, survey data, observed data.
· I must plan collection of data within specific time period that is for three months.

· Step 4: In this step after completing all my planning, I was ready to collect data.

· Step 5: Successfully collected my desired data. Now I would analyze and interpret them. To classify, analysis, interpret and presentation of data, I used various statistical information and graphical tools.


· Step 6: Last step was to act on result. If the collected data were sufficient to cover my study then there were no needs to go for modifications. I had taken enough so I need to make a summary on analyzing and interpreting, gaps barriers of such information, long term and short term targets, properly evaluated strategies to attain goals.
Sampling Techniques
There are six sampling techniques or methods from whom the data can be gathered. These are followings
· Simple random sample
· Stratified random sample
· Voluntary response sample
· Cluster sample
· Convenience sample
· Systematic sample
I took voluntary response sample and convenience sample techniques to conduct my study. In voluntary response sample, it contains those members of the population who have chosen to respond to the survey. On the other hand, in convenience sample, it selects those member in the population from which data are most easily collected. These members were the professionals and customers of Dutch Bangla Bank who had responded to the interviews and conversations and without any complex process the data were taken.
Basically descriptive method was used for preparing this report and I went for personal interaction with the organization people of the bank. To analyze the financial statements and other, I had to go through many documents on credit risk management.

Limitation of study
Though much information will be given in this report to make the reader clear on my topic, it may have some limitations that won’t cover-
· Foreign Exchange Risk
· Internal control And compliance risk
· Money laundering Risk. 
· IT Security Risk
Reasons for which much information can’t gather-
· Limited internship period is the reason for not getting information from the professionals properly
· Clients are not willing to give their time on survey or interview procedure
· Anything, which will adversely affect the image of the bank, could not be disclosed, that's why in some cases actual representation is quite impossible.
· The data required for sufficient analysis & writing report could not been collected due to excessive workload.
· Sometimes the officials had been unable to provide information because of their huge routine work.
· Like other banks they have also the restrictions to share financial information which isn’t included in annual reports 

Chapter 2 Company Overview
An overview of Dutch Bangla Bank Limited
From June 3, 1996, Dutch Bangla Bank first introduced itself as Bangladesh-European joint venture bank which was first in Bangladesh. M Sahabuddin Ahmed was the founder chairman. The Bank was established under the Bank Companies Act 1991 and incorporated as a public limited company under the Companies Act 1994 in Bangladesh with the primary objective to carry on all kinds of banking business in Bangladesh. It is a scheduled commercial bank, the first bank which was fully automated. The head office of the Bank is residing at Senakalyan Bhaban (4th, 5th and 6th floor), 195, Motijheel C/A, Dhaka, Bangladesh. The bank is listed under DSE & CSE.
In 2002, to provide rapid and modern service to its customer and to become customer’s first priority, the Electronic Banking Division of DBBL was initiated. Dutch Bangla Bank focuses on Corporate Social responsibility. They treat huge automation process as CSR activity without expecting profit on that. Because of high investment on CSR sector, DBBL is considered now as the largest donor bank in banking environment. Many banks have joined with DBBL banking as it seems easy for them. Through all these myriad activities DBBL has created a positive impact in the Market. The bank made record in 2008 for highest share price in Dhaka Stock Exchange.
The company always ready to offer high quality product and service at a competitive rate to all clients. It has proven reputation in serving customers by maintaining strong compliance practices and extreme ethical standard. DBBL Internet banking has made the banking activities easy for customer to access in personal or business accounts anytime anywhere from home, office or any other place. Through Internet banking, customers have the freedom to choose their own banking hours. It can save time, money and effort. It’s fast, easy, secure and best of all.
The bank is providing different services from separate departments. They are-
· Commercial Banking (Deposit Accounts)
· Consumer Banking (Retail Baking)
· Financial Services
· Corporate Banking
· Asset & liability management
· Liquidity & capital Resources Management
· Information technology
· Human Resources

Dutch Bangla Bank Limited at Glance
	Name
	Dutch Bangla Bank Limited

	Formation
	A public limited company incorporated in Bangladesh on June 3, 1999 under the Companies Act 1994.

	Name of Founder
	M Sahabuddin Ahmed

	Name of Chairman
	Mr. Sayem Ahmed

	Name of Managing Director & CEO
	Abul Kashem Mohammad Shirin (CEO)
Mr. Abedur Rashid Khan(Sponsor Director)
Mr. Md. Fakhrul Islam (Director)
Mr. Bernhard Frey(Nominee of Ecotrim Hong Kong Limited)


	Name of CFO
	Khan Tariqul Islam

	Auditors
	Mr. Md. Nazim Uddin Bhuiyan, FCMA

	Tax Consultants
	

	Legal Advisor
	

	Total Authorized capital
	4,000 million

	Paid up capital
	2,000 million

	Total Deposit
	233796 million

	Loans & Advances
	207257million

	Listing Status
	Listed in Dhaka Stock Exchange Limited and Chittagong Stock Exchange Limited.

	Credit Rating
	‘AA+’ in the Long Term and ‘ST-1’ in the Short Term for the consecutive last 6 years

	No. of Shareholders
	

	Number of branches
	175

	Number of fast track
	780

	Number of ATM Booth
	4467

	Number of Employee
	1800

	No. of Mobile Banking Customers
	14,116,480

	No. of Agent Banking
Customers
	788,260

	No. of General Customers
	
















Acme























Vision
“Dutch-Bangla Bank dreams of better Bangladesh, where arts and letters, sports and athletics, music and entertainment, science and education, health and hygiene, clean and pollution free environment and above all a society based on morality and ethics make all our lives worth living. DBBL’s essence and ethos rest on a cosmos of creativity and the marvel-magic of a charmed life that abounds with spirit of life and adventures that contributes towards human development”













Mission
Dutch-Bangla Bank engineers enterprise and creativity in business and industry with a commitment to social cause. “Profits alone” do not hold a central focus in the Bank’s operation; because “man does not live by bread and butter alone”














Core Objectives
Dutch-Bangla Bank believes in its uncompromising commitment to fulfill its customer needs and satisfaction and to become their first choice in banking. Taking cue from its pool of esteemed clientele, Dutch-Bangla Bank intends to pave the way for a new era in banking that upholds and epitomizes its vaunted marques
"Your Trusted Partner"
1. Our Shareholders
By ensuring fair return on their investment through generating stable profit.
1. Our customer
To become most caring bank by providing the most courteous and efficient service in every area of our business.
1. Our employee
By promoting the well-being of the members of the staff.
1. Community
Assuring our socially responsible corporate entity in a tangible manner through close adherence to national policies and objectives.


























Objectives of DBBL
· To become a high-powered and unprecedented leader in the financial market introducing new products
· To establish strong banking relationship and serve fast services through development of strategic marketing plans
· To ensure shareholder’s expectable rate of return on investment 
· To build a stable position in the banking environment through Corporate Social Responsibility
· To introduce more automated banking techniques so that customers will be able to take banking services instant
· To earn per annum positive economic value addition (EVA)
· To maintain strong CAMEL rating
· To retain risk position including off balance sheet risk at a decent range
· To top the list in case  of cost efficiency of all the commercial Banks
Strategic Objective
· To ensure effective and efficient risk management for sustain long in banking business environment
· To promote organization’s effectiveness by communicating company plans, policies, working procedures, limitations to employees without concealment
· To accelerate progress with innovative technology by up-gradation of internet, Mobile banking and Agent banking
· To launch ATM booths in suitable places according to high customer need
· To ensure customer satisfaction through quality control and timely service delivery
· To ensure capital stewardship by preservation and enlargement of multiple forms of capital; like intellectual, natural, financial, organizational, social all of which contribute to long term value creation
·  To observe customers credit regularly and other banking need so that the bank can keep itself one step ahead to fulfill their requirement
· To aspire synergies between new knowledge and human capital for keeping its position in the top list
· To diversify portfolio both in the retail and wholesale market through structured finance
· To become a trend-setter for serving the society and increase brand image
· To fulfill shareholder’s need and add value for stakeholders
· To keep the credit rating high each year
They are committed to:


Principal Activities of Dutch Bangla Bank Limited
Providing all kinds of commercial banking services to the customers are the major activities of DBBL. It generally includes project finance, foreign exchange, trade finance for corporate customers, working capital finance, different types of loans (SME, house building loan, car loan, personal loan etc.). Along with various deposit products are available for retail and institutional customers. 
Besides all of this in 2011, DBBL first introduced mobile banking service which was absolutely new to the banking environment in Bangladesh. In 2015, it also initiated Biometric Agent service. To achieve its goal and maintaining the strategy, DBBL is continuously investing in IT, ATM service, Fast Track, Mobile Banking, Agent Banking, Social activities.


Product and Services

Asset Products





Liability Products









Divisions of Dutch Bangla Bank limited

· General Service Division: The division interacts directly with the customers and tries to meet customer’s constant needs and queries. General Service division introduces new products and services to both its local and foreign customers.  24 hours services are provided through ATM and internet Banking Services.

· Credit Division: They actually deal with different Loans and Advances, Overdrafts, Big Bond Guarantee, Performance Guarantee, Import Financing(Letter of credit, Payments against Documents, Loans against Imported Merchandise, Loans against Trust Receipt), Export Financing(Packing Credit, Back to Back Letter of Credit, Through negotiation of documents, Through purchase of foreign bill).

· Research and Development Division: In case of providing new product to its customer as per their needs, Research and Development Division starts working on the basis of market analysis. They use data gathered through surveys and try to bring their innovations which will definitely fulfill customer’s desire based on rules provided by Bangladesh Bank. So the department doesn’t work in front, but they plays vital role to boost up bank’s ultimate profit in the long run. In order to keep pace with other commercial banks, a various new product and services is required and Research and Development can contribute on this portion.

· Card Division: DBBL provides both debit card and credit card facility to its customers. There exist many varieties of cards according to customer’s transaction criteria. 24 Hours ATM services available in Dhaka and outside Dhaka for fast and easy transaction. For shopping, travelling, medical, these cards save their time a lot.

· Human Resource Division: The department works for recruitment, training, monitoring employees. In two ways DBBL recruits its employees. One is as Management trainee or probationary officer and other one is experienced. They are conscious about recruiting high quality and with relevant background to ensure better performance. Different types of training are also provided by this division time to time. DBBL is concern about its employee’s health and safety issues and for that provides yearly medical checkup and motivates with earn leave.

· International Division (Back office) and Treasury Division (front Office): Treasury Division divided into two parts. One is Treasury Back Office and Front Office. Front office work is both hard and risky. Any misconduct or wrong decision may cause extreme loss. That’s why another part of that division, Back office works for any decisions taken by the front desk through a formal document. Fixing currency rate for buying and selling, reserve deposit in hand, giving order of local and foreign currency are the examples of front office work which will be checked.

· Marketing and Development Division: Initiating new and unique products, market research, survey market conditions are the major functions of the division. According to customer demand, they try to bring modified and new products to ensure maximum customer satisfaction. 

· Credit Administration and Monitoring Division: The life blood of the bank is Credit department. So the department should be checked regularly to assume the condition of the bank profits. What size of loan is given, which purpose it has given, how much risk is associated with certain types of loan, and when will the loan recover- these issues are checked by Credit Administration Division. On the other hand, the Monitoring Division identifies the limit of the credit whether crossed or not, any default in repayment etc.

· Corporate Business Division: Corporate Banking covers providing service to companies, banks and other institutions. Deposit and loan products are offered to those customers. Branch manager personally deals with the customers and keep close contacts with them. Corporate Banking includes Project finance, Working Capital finance, Syndications & Structured finance, Syndications & Structured finance, Trade finance, Equity finance, Social and Environmental Infrastructure finance, Custom electronic banking projects. All of these services are directly monitored by Corporate Banking Division.

· Internal Control & Compliance Division: Internal Audit, controlling of illegal information, material misstatement are monitored in this department. The department always verifies all the records and other working documents time to time. If they find any misappropriation, immediately take necessary steps.

· Retail Banking Division: In retail banking, customers are able to know about bank’s specific loans. DBBL Personal Loan (Jokhn Tokhn), DBBL Car Loan (Prottasha), DBBL Home Loan (Thikana) are included in retail sector. By ensuring particular available requirements, bank gives the loan to its customers. Retail Banking Division monitors the purpose, customer segment, loan amount, repayment of loan and finally confirms the customer who can take the loan.

· SME Divisions: The division deals with another type of loans. The target customer is Cottage, Micro, Small and Medium Enterprise as per definition provided by Bangladesh Bank. The purpose will be different according to customer need. Smart Cash Credit, Smart Term loan, Smart Festival Loan, Smart Women Entrepreneurs Financing, Smart Distributor's Financing Cash Credit (HYPO) under Small Shop Financing Scheme these loans are entertained to customers. The division strictly follows the rules set by Bangladesh Bank and after going through all necessary steps they decide their customers. 

· Offshore Banking Division: The division is totally different from general banking division. They are responsible for L/C opening, transmission & dispatch of L/C both outside & within Bangladesh, Amendment, Third party confirmation for arrangement of L/C, L/C Cancellation, Acceptance of usance L/C, Credit report on beneficiary collection, L/C opening forms & stationery supply, Dealing with collection documents (inward) with & without L/C, for customs assessment purpose  they providing Certificate of Import document, if there has no original document they give issuance of Shipping guarantee. According to rules, the bank gives services to its customers who subsist within the EPZ zone. Moreover if any foreign company wants loan service, it can obtain such loan from Offshore Banking Unit.
	
	

	
	



	

	
	· Foreign Remittance Division: The division gives different form of services to accelerate international trading. It actually works globally. They dispense foreign currency and instruments like all Deposits, Credits and balance payable Draft, TC, Bill of Exchange, promissory note, and Letter of Credit payable in any foreign currency. If the customers have permission from Central Bank, banks try to give other foreign exchange transaction to them. Both import and export transactions are conducted from this division. This division’s functions are -Facilitating Import & Export Trade, Conducting Credit Facility (Funded & Non-funded), Allowing Non Commercial Remittance, Administering Foreign Currency Accounts, Dealing Selling of Foreign Currency Bond.

· IT Development Division: The Bank has professional staffs who work in developing the information technology department to help the employee working in a smoothly graceful and effortless manner. The development division is responsible for creating business process, project plans, business cases, operational models, and financial models. . The desktops of each branch are directly connected with their server; whenever the branch faces any problem while using software they fix the problem from their own office. They have monumental knowledge about .NET, HTML5, Sharepoint and Dynamics AX. Moreover they are able to deal with cloud computing technology and systems such as Salesforce, Google, Office365 and much more.


· Accounts Division: The division performs all accounts related activities. It provides payment of monthly salary, monthly provision of all expenditure, maintaining office expenditure, house rent, utility bill, interest calculation. The department is accountable for preparing vouchers, periodical statement presentation to head office, issue of bank certificate & solvency certificate to client. In addition to all these the division works with deposit mobilization, accounts opening and any other works assigned by the branch management.
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Chapter 3: Credit Management Policy & Guidelines
Credit Policy of Dutch Bangla Bank Limited
The credit policy of DBBL is adhered to Bangladesh Bank Core Risk Management guidelines. It is a major risk factor in banking business. It is the dominant source of profit for a bank and any inaccurate use or management of credit will bring calamity not only for the bank but also for the economy. For that reason, a bank has to measure the degree of risk related with various types of loan transactions. 
Depending on economic situation and current market perspective, the policy guidelines will change time to time. This will aid to shape the satisfactory risk profile of Dutch Bangla Bank. The policy permits loan management supportive guidelines for making loan decisions and framing the bank’s loan portfolio. According to the level of risk and security, the rate of interest will be divergent. The advised credit policies and procedures extensively assist commercial lending activities of
Corporate Banking, as well as all the divisions, branches, departments.

The comprehensive success in credit management relies on the banks credit policy, portfolio of credit and judge of the loan and advance. That’s why, continuous monitoring and supervision is a must. The loan department and its officers are governed by principles of honesty, morality and defense the interest of both depositors and bank. They must follow banking rules and regulations prescribed by Bangladesh Bank. The bank will choose its customer who is perfectly able to make use of such loans and return optimum profits. 

Loans & Advances:
Load means granting certain amount of money for long term or short term to its borrower with fixed interest rate. The borrower will repay the loan amount with interest within the time. The loan payment will be provided at a time and the payment will be received through installments.
Advance means when the borrower is allowed to take loans as many time as he want but within a stipulated credit limit. He can repay the loan amount in many times and whole amount should be paid at last. Especially business entities can enjoy this type of advances to support the working capital necessity.

Objective of Credit Policy
Each bank has their own credit policy guideline provided by their head office to satisfy their shareholder’s expectation. These policies will help to successfully maintain the credit risk and properly implementing the responsibility. The objectives are-
· Introduce authorized and restricted credit lending
· Develop and execute credit standard and approval process
· Provide clear guidelines to credit officers and branch manager
· Give the approval process to reduce the turn-around time of credit decisions
· Furnish minimum standard for suitable lending practice to ensure quality credit portfolio
· Initiate tools and techniques for supervising funded assets and contingent liabilities.

Principles of Lending
· Optimizing bank’s profit and adding value through loan portfolio
· Maintaining fund availability of the bank
· Ensuring that risks are rated correctly as return must be correspondent with risk
· Understanding the borrower, his earning source and authenticity of provided documents to safeguard the repayment
· Analyzing loans and advances if those are maintained in accordance with law and rules
· Focusing to distribute loans rather only keeping that in specific hands
· Allowing the enterprise to bloom and extend
· Selecting particular security or collateral of borrower as an alternative option to cover the payment of loans and advances

Credit Portfolio limit of Dutch Bangla Bank Limited
There have some proportion of how much the deposit amount a bank can use for its lending. These are-
· The summation of all cash facility should be within 80% of customer’s deposit 
· Long term loan should not be more than 20% of whole loan portfolio
· Loans provided to the customer must be within 15% of capital fund or TK. 100 cores



Types of Loans (Periodic)Demand Loan

Term Loan

Continuous Loan











1. Continuous Loan:
Basically two products are considered in this loan service. They are- Cash credit for hypothecation & pledge and Overdraft. The loan has no fixed schedule to repay. It has a renewable date as per the borrower’s payment on time.
2. Demand Loan:
The loan service comprises three products. These are- Payment against Documents, Loan against imported merchandise (LIM) and Later of Dutch-Bangla Receipt. The client pays full L/C amount in foreign exchange to open the L/C. Bank enlarges demand loan at stipulated margin so that the client can purchase foreign exchange. There exist no fixed repayment period. Whenever the L/C documents come to hand, bank asks the client to balance the loan amount and retire the L/C documents.

3. Term Loan:
It encompasses four products. The products are- Lease financing, Consumer credit scheme, Hire purchase and Staff loan. Bank endows advances to its client with a fixed payment schedule. Time periods for term loan are as follows-






Credit Evaluation Principle
i. Liquidity:
It indicates how much cash is in hand for the purpose to meet emergency need. Bank must be able to repay the amount to its depositors within short time period.

Liquidity


Economy
Safety



Intent

Profitability








ii. Safety:
Bank should choose its customer cautiously to ensure safety. All the documents have to be checked thoroughly so that the borrower can make repayment in time. The bank must fix security to avoid solvency.
iii. Intent: 
Bank will pay the loan for profit generating purpose. Without judging all the criteria bank can’t give any one advances personally.

iv. Profitability:
Bank has to ensure its profit generating units. It basically earns through giving interest on the deposit amount to customers and with those deposits, providing loan for any personal or business purpose to borrowers and keeping interest. On the other hand, bank can make profit working with foreign exchange business.
v. Economy:
The ultimate interest of bank is to accelerate the economic growth through money exchange. It is an institution by which government can control money transaction and currency rate. So the bank will work when it is sure that the income will boost the economy.

Different Featured Financing
· Loan: 
Customers can take a lump sum amount from bank in advance with a specific interest rate depending on amount. The amount is transferred through cash or to the borrower’s account at a time. Though the customer withdraws entirely or partly the amount from account, same interest will be charged. There have different type of loans based on time frame.
Interest Rate-12%-15%
· Overdraft:
It means when the client withdraws excess amount than his account within a determined amount for certain period. The borrower is able to draw money from his account and can keep that in his account as well. Any payment in overdraft account (OD) will be considered as loan repayment. The security of such withdrawal will be based on stock-in-trade, shares, debenture, Government promissory notes, fixed deposit, life insurance policies etc. Usually businessman used to take this type of loan for the elaboration of their business.

Loan

 Staff Loan

Bank Guarantee  

Consumer Credit


 Overdraft
Financing
Cash Credit
PAD

 LTR
 Term Loan
Letter of Credits
Packing Credit




















· Cash Credit:
Customers are allowed to take loan up to a certain amount against any security showing tangible assets or giving guarantee. For obtaining working capital requirement businessman, industrialists generally demand cash credit financing. In cash credit borrowers are pledging goods for taking the loan. According to the rules, both the ownership and possession of that pledged good will be remained to the borrower. If the borrower defaults for any loan repayment, as per the hypothecation agreement bank has the right to take the pledged good.
Interest Rate- 12%-14%
· Bills purchased and discounted:
By discounting bill of exchange bank lends to its customers. Sometimes bills are given on sight basis and paid on presentation. When a bank lends to its borrower based on such bills receivables, it is simply termed as bill purchased. For discounting a bill, bank purchases it before it is due and after charging discount gives the amount to customer’s account. The transaction is considered as security of bill and discount means the interest for advance from the bill purchasing date and due payment period.
· Consumer Credit:
It includes all the personal loans conferred by the bank. They include- DBBL life line, General Line, Health Line, Education Line, Professionals Line, Travel Line, Marriage Line, Festival Line, and Dreams Come True Line. Except DBBL Life line other loans require no personal guarantee or cash security.
· LTR:
It means Loan against Trust Receipt. The loan mainly provided to the customers for import finance. The advance payment is given to cover an import shipment. LTR permits the importer for possession of the goods to resale. The loan amount boosts importer’s financial ability.
Interest Rate:
· PAD:
The term initiates Pre-Authorized Debit which means importer’s post shipment financing. The loan is also served to the importers. After getting the bill from negotiating bank, the Issuing bank verifies the documents and then pays advance amount to the importers.
Interest Rate:
· Staff Loan:
When the bank gives loan to its employees, it is considered as staff loan. If an employee has any financial crisis, the bank provides him a limited amount with fixed interest rate. Sometimes staff loan can increase employee loyalty and motivates them to focus on works. The loan amount will be reported in balance sheet date as a current asset and interest on the loan should be treated as other revenue.
Interest Rate:
· Term Loan:
It has already presented before. Term loan includes three types of loans which are short term loan, medium term loan and long term loan. The loan segment is based on time difference.
Interest Rate:
· Packing Credit:
Before shipment, to aid the importer bank finance to buy or make products, packing and transport. If buyer issues L/C, the loan can be enlarged and continued. The loan helps the importers or sellers. The advance received by sellers lessens the burden to buy raw material, process, manufacture pack and transport.
· Bank Guarantee:
It is almost similar to letter of credit but in bank guarantee, the bank covers the sum of amount when the contradictory party is unwilling to attain the obligation. The loan assists buyer or seller for any loss suffered because of the negligence of other party. Both parties can stay safe & secured with this bank guarantee agreement.
· Letter of Credit::
Buyer’s bank issues L/C for seller where the bank assures that the payment will be given within the time limit. After receiving L/C, seller arranges his documents and gives to the bank. To support L/C bill of exchange is also necessary. Seller gains money by discounting bill of exchange. Seller’s bank dispatches all the documents and bill of exchange to buyer’s bank and ultimately buyer accepts those documents as he already opened L/C. This is how letter of credit is required for business transaction and confirmation. It shows that it is the bank’s responsibility to make payment according to the criteria.

Loan Process
· First the borrower will apply for the loan through loan application form and he must have account with the bank as well.
· Credit officer will check if sufficient documents and information are presented. Necessary documents will include net worth of customer and if loan is for corporate or industrial client then also financial documents of three to five years.
· All the document will be sent to head office and then Credit Information Bureau (CIB) report must be collected from Bangladesh Bank to justify whether the person has taken any other loan or not. Bangladesh Bank will send favorable report if everything is alright.
· Credit officers will evaluate client’s financial spreadsheet where various quantitative techniques have initiated to measure risk and suitable financial condition. Moreover, lending risk inspection is also calculated by bank to ensure borrower’s loan repayment potential.
· Bank verifies if the loan criteria meet with complied policy and then proceed to other course of actions.

The loan process will also include some C criteria to meet the final stage. These are followings-
· Character:
It will give the overall information of integrity, reliance, past activities, business activities.
· It should be checked if the borrower had taken the loan before and if so whether he had maintained all the policy guidelines. 
· If the borrower is a businessman then collecting information physically about the business nature and financial ability. If the borrower is a service holder then fixing personal interview with his supervisor.
· The collected documents will be ascertained to ensure these are real and able to show his financial condition and predict possible repayment of loan.
· It is also needed to look his bank account transactions, time period of transaction and relationship with the bank

Contingency


Conditions
Character


Capital


Loan C Criteria 

Capacity

Collateral





· Capital:
Capital is essential to run a business. Bank must know about the capital amount of borrower’s business. 
· Asset Liability in financial statement can be helpful to know his financial availability and backups. 
· If his liability is more than equity then bank should think again before lending him. Because when liability exceeds equity, there has a chance of default.
· Through some ratio analysis of that business the capital management becomes understandable.

· Capacity:
The main source of recovering the loan amount is the customer’s income capacity from business or service. First bank will investigate then select the customer and the loan amount. Previous year’s production, sales, profit will give idea about the present and future condition of business. Management capacity will include-
· Physical capability
· working expertise
· learning growth
· experience
· self-confidence
· relationship with staff

· Conditions:
It will comprise both business and economic conditions. Before selecting borrowers it is important to inspect the condition of the business. The bank should-
· Ensure advancement of the business for forecasting long run effect
· Understand competitor’s position besides own business and notice their unique offerings
· Recognize demand of a particular product in that area
· Work according to government cooperation to encourage or discourage loan

· Collateral:
These issues will also be considered while keeping the assets as security or guarantee against loan. They are described below-
· Property right and related documents are accurate
· Attached assets can be mortgaged
· Existence of asset at the time of sale
· Available market demand of such assets
· Sale procedure of assets must be convenient 
· Expenditure related with sale
· Sufficient future value of the pledged asset

· Contingency:
It is necessary to recognize associated risk and downside probability and assume whether the loan will generate profit or not.
[image: ]
· Bank will conduct risk separate risk analysis related with borrower’s loan demand. Borrower analysis, industry analysis, historical financial analysis, account conduct, loan structure, projected financial performance will be analyzed before loan approval.
· All banks have risk grading system. Risk grading is a computation key of bank’s asset standard. If any decline in risk can be found, the risk grade of borrower should be changed. Credit application must contain borrower’s risk grade.
· Another important thing is project appraisal. It is needed to rationalize the soundness of investment, refund of bank finance and achieve organizational goal. Officer of Head Office will conduct the project appraisal through preparing a summary. Head office Credit Committee accepts the credit decision and sends approval to branch.
· Branch issues sanction letter to customer and send it to him. Borrower submit signed letter to branch as an evidence of understanding and accepting all the prescribed terms and conditions.
· After ending all those precedence, bank disburses the loan along with a loan reimbursement schedule. 
Loan Products
DBBL offers following loan products-
	Product Name
	Purpose
	Duration
	Pledge
	Risk

	Secured
Overdraft (SOD)
	General 
	12 months
	Cash
covered
	Low 

	Overdraft (OD)
	General
	12 months
	Recourse on
Sales
	High 

	Collateralized
Overdraft (COD)
	Financing as working/running capital
	12 months
	Recourse on Sales, Collateralized by fixed/other assets
	

	Short Term
Loan
	Financing
inventory / receivables/other short term assets
	Up to 12
months
	Recourse on sales, Collateralize by fixed/other assets
	

	Term Loan
	Financing
fixed asset
	Over 12
Months to Max 20 years
	Recourse on
fixed asset
	High

	Packing Credit (ECC)
	For
execution of
export order
	180 days
	Performance risk, Lien on Export
LC
	

	Payment Against
Document (PAD)
	Financing Post
shipment

	21 Days
	Recourse on title
to import
documents
	

	PAD under Export Development Fund facility of
Bangladesh (PAD-EDF)
	Facilitating
exporters by
Bangladesh
Bank for
settling
	21 Days
	Lien on Export
LC
	

	Cash
incentives of
Govt.
	For
execution of
export order
	Max 180
days
	Lien on Export
L/C, Settlement claim of cash incentives
	

	Loan Against
Trust Receipt (LTR)
	Post
Shipment
finance and Import LCs/Bills
	Max 180
days
	Recourse on
Sales, Clean finance
	

	Cash Credit
Against
Hypothecation (CC Hypo)
	Financing Inventory, Other
business
operations, General
	12 months
	Recourse on sales 
	

	Loan Against
Accepted Bills (LAAB)
	Post Shipment Finance against
Acceptance of LC issuing Bank
	Up to 180
days
	Recourse on
Banks through
Acceptance, Residual on client
	

	Sight Letter of
Credit (SLC)
	For imports
	As per import
policy/directives
	Recourse on title to import document
	

	Usance Letter of
Credit (ULC)
	For imports
	180 days or 360 days
	Recourse on sales
	

	Back to Back
Letter of Credit & Acceptance
	For import of RM & completion of export order
	BBLC max
180 days, Accept. Max
180 days
	From Export
Proceeds
	

	Inward Foreign
Documentary
Bills for
Collection under
ULC(IFDBC)
	Converting
ULC into
contingent
liability
under bills
	Depending
on usance
period of
ULC
	Accepted Usnace Draft under ULC
& Lien on
Export LC for
IFDBC under BBLC
	

	Letter of
Guarantee (LG)
Bid Bond /
Performance
Guarantee /
Advance
Payment
Guarantee
/Security
Guarantee/
Retention Bond /
Payment
Guarantee
	For tender participation
 For
execution of
work order
 For Custom
purpose
 Contractual
Obligations
	Specific
Period
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SME Banking Products


Smart Cash Credit


Smart Women Enterprenuers Financing


Loan Products


Personal Loan (Jokhn Tokhn)


Home Loan(Thikana)


Car Loan(Prottasha)


Smart Festival Loan


Smart Distributor's Financing


Cash Credit (HYPO) under Small Shop Financing Scheme


Smart Term loan


Transport loan


Real Estate Loan


Loan aginst Accepted Bill


Industrial Term Loan


Agreculture Term Loan


Lease Finance


FMO Local Currence Loan


FMO Foreign Currency Loan


Cash Credit


Small Shpo Financing Scheme











Card Products


Debit card


FUTURE LINE PRODUCTS


Deposit Plus Scheme


Children Education Savings Scheme


Periodic Benefit Sceme


Pension Plus


Bochore Dergun Sceme


Deposit Products


Saving Deposit Account


Student Deposit Account


Current Deposit Account


Short Term Deposit Account


Resident Foreign Currency Deposit


Foreign Currency Deposit


Convertible Taka Account


Non-Covertible Taka Account
Exporter's FC Deposit


Current Deposit Account Bank


Short Term Deposit Account Bank


Visa Card


Master Card













Technology Services


Internet Banking


SMS Banking


NEXUS Pay  Application


Offshore Banking


Fast Track










Rocket






Agent Banking











Managing Director (MD)


Deputy Managing Director (DMD)


Asssistant Vice President (AVP)


Executive Vice President(EVP)


Senior Executive Vice President (SEVP)


Senior Vice President (SVP)


Vice President (VP)


Senior Assitant Vice President (SAVP)


First Assistant Vice President (FAVP)


Probationary Officer (PO)


Senior Executive  Officer (SEO)


Executive Officer (EO)


Senior Officer (SO)


Officer


Assistant Officer (AO)


















Short  Term





Upto 1 year


Medium Term





More than 1 year-Upto 3 years


Long Term


More than 3 years
















Primary data


Idea generation through  in depth  interview and focus group


Informal discussion with professionals (deputy manager, in charge, officer)


Observation and conversation with clients while working in different desks


Secondary data


Annual reports, manuals, brochures , research reports, files, customer lists


Different publications of Bangladesh Bank


Websites
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