Risk Management of commercial banks in Bangladesh: A study on BRAC Bank Limited 61


[bookmark: _GoBack]Project Report on Risk Management of commercial banks in Bangladesh: A study on BRAC Bank Limited
[image: ]
Submitted By
Urme Akter
ID: 1111 41 165
School of Business & Economics
United International University

Submitted To
Dr. James Bakul Sarkar
Associate Professor
School of Business & Economics
United International University



Date of Submission: 10th October 2018




Letter of Transmittal

To, 
Dr. James Bakul Sarkar
Associate Professor,
School of Business & Economics,
United International University

Subject:  Submission of Project report on Risk Management By BRAC Bank Limited

Dear Sir,
It is my great pleasure to submit the Project report on "Risk management By Commercial Banks in Bangladesh, A study on BRAC Bank Ltd". This project report is a part of my earned knowledge during last four months and a final step of my BBA program.

 I had gathered a lot of study materials, information, annual reports on BRAC Bank Ltd. I had also observed various daily operations and examine all the relevant records to make my project report. All the knowledge I have earned during my BBA, Helped me a lot to know how and from where I can gather my necessary information to make the report exclusive. And Finally, I have completed my Project report in time with all the relevant information in it. 

I am so glad for the appreciation, supervision and guidelines you provided me during the creation of my project. 

I therefore, Pray and hope that your honor would be kind enough to accept my report and oblige thereby.
 
Your obedient,
 Urme Akter
ID: 1111 41 165
School of Business and Economics
United International University



Table of Contents
Sommario

Chapter One
I.	Introduction	7
II.	Origin of the Report	7
III.	Rational of the Report	8
IV.	The scope of the report	8
V.	Limitations of the report	8
Chapter Two
1.	Background of BRAC Bank Limited	11
2.	Current position of BRAC Bank Limited	12
3.	Shareholding Structure of BRAC bank Limited	12
4.	Over all reviews of BRAC Bank Limited	13
5.	Activities in Bangladesh Industry	14
6.	The vision for future	14
7.	Corporate Mission	14
8.	Core Values of BRAC Bank Ltd	15
9.	BRAC Banks’ Logo	15
10.	Organization Hierarchy of BRAC Bank Limited	16
11.	Business Divisions of BRAC Bank Limited	16
12.	Service quality aspects	17
13.	Divisions of BRAC Bank	18
1.	Retail Banking Division	18
a.	Premium Banking	19
b.	Supreme Banking	19
c.	Excel Banking	19
d.	Easy Banking:	19
1.2  Retail Loan Processing Steps	20
2.	Corporate Banking Division	20
2.1 Corporate Products and Services	21
2.2  Steps of Loan sanction procedure:	22
3.	Treasury	22
3.1	Money Market Work area	22
4.	Secured Remittance Services (SRS)	23
4.1 BRAC Bank Probashi Products and Services	23
I.	Probashi Current Account	23
II.	Probashi Current Account	23
III.	Probashi Current Account	23
IV.	Probashi Current Account	24
V.	Probashi Current Account	24
VI.	Probashi Current Account	24
VII.	Probashi Current Account	24
5.	Small and Medium Enterprise (SME)	24
Chapter Three
Objectives of the Report	27
I.	General Objectives:	27
II.	Particular Objectives:	27
Methodology of the report	28
I.	Primary Sources:	28
II.	Secondary Sources:	28
Chapter Four
Literature Review	30
Chapter Five
Findings of the Report	32
	What is risk?	32
	Bank's in the risk administration process:	32
According to BRAC banks Annual Report 2017, Process of Managing of Risk	33
I.	Risk identification:	34
II.	Risk assessment:	34
III.	Basic leadership:	35
IV.	Follow-up and monitoring:	35
V.	Risk reporting:	35
I.	Identifying Credit Risk	37
II.	Credit checking	37
a.	Responsible Committee and forum for Risk Management	38
III.	Dependability	39
IV.	Confirmation	40
Retail Loan Products	40
1.	Home Loan and Home Credit:	40
Client section:	40
1.2   Least Salary:	41
1.3   Employment/Business Experience:	41
2.	Home Credit:	41
3.	Individual Loan:	42
3.1 Individual Loan for Specialists:	42
3.2 Client sections	42
3.3  Personal Loan for the land ruler:	43
3.4 Rental Appearance in Account Explanation:	43
3.5  Loan Residency:	43
4.	Car Loan:	44
4.1 Loan Requirements:	44
4.2 Kind of Vehicle:	44
4.3  Endorsed Brands:	44
4.4  Official Examination Loan:	45
4.5  Last Month to month Net Wage:	45
4.6  Financing costs of Loan Products:	46
i.	Visa or Credit card	46
In general, Credit Administration Procedure of BRAC Bank	47
1.	Credit Control Point:	48
2.	Gathering CIB Report from Bangladesh Bank	49
3.	Making Credit proposition (CP)	50
4.	Credit assessment	50
5.	Risk Evaluating	51
6.	Project Appraisal	51
7.	Documentation of loans and advances	52
8.	Disbursement	52
9.	Follow up	52
10.	Credit Monitoring	53
Issues to be considered during Credit Management	53
1.	Credit Risk:	53
Mitigation	54
2.	Process Risk:	54
Mitigation:	54
3.	Compliance Risk:	54
Mitigation:	54
4.	IT System Risk:	54
Mitigation:	55
Chapter Six
Recommendations	57
Conclusion	58
Appendix - in APA Format


Executive Summary
BRAC Bank Limited is a commercial bank and serving banking services in Bangladesh. The bank is viewed as one of the principal private business banks built up under the Banking Act of 1991. The Bank began its activities on 4 July 2001. The primary goal of the bank was to give a wide range of commercial banking services, which basically help to small and medium-sized entrepreneurs all through the nation. At present, BRAC Limited has 151 branches, in excess of 300 ATM booths, 405 SME branches, 1800 delivery points, and 8306 employees working inside Bangladesh. 

This report is the fulfilment of the requirement for the assessment procedure of the Project program. The fundamental goal of the report is to have a general thought of the functions of the risk management process, examining the instruments and techniques used to assess the credit proposals, examining the measures taken to get back the poor sanctions of loans of the BRAC Bank Limited. 

Loans are one of the principal elements of a bank. BRAC Bank Limited's risk management objective is to limit risk and boost the bank's risks into a balanced rate of return by expecting and keeping up credit exposure inside acceptable parameters. The Risk management Division is in charge of keeping up the trustworthiness of the Bank's risk/return profile.

Credit Risk Management division of BRAC Bank Limited directed their capacities by six wings. Discount Credit, Retail Underwriting and SME underwriting-these three wings of Credit Risk Management evaluate and affirm the loan for the particular clients. Central collection Unit gathers the credit. Special Asset Management wings assist the bank with recovering Bank's poor portfolio. For credit endorsement, the Bank has a group who favour the credit. Distinctive instruments and strategies are being utilized to assess the credit proposals. Retail Credit, Cards Credit, Approval and Misrepresentation Control, Central verification Unit (CVU) are connected with retail underwriting. Credit collection Units of BRAC Bank Limited gathers credit in view of the level of misconducts of credit. Special Asset Management wings assist the Bank with recovering terrible poor portfolio by making distinctive kinds of protections and measures. 

In spite of the fact that BRAC Bank Limited is effectively working risk management, the Bank needs to enhance in a few zones which will take assist the Bank with becoming the pioneer of banking sector.










Chapter One
Introduction of the report


I. [bookmark: _Toc527419014]Introduction
The risk is the component of vulnerability or uncertainty of loss that can occur in any business transactions anywhere, in any way and at any moment. In the financial region, business risks can be termed as credit risk, operational risk, market risk, and other risks. Credit risk is the misfortune that a borrower or counterparty does not meet the concurred commitments. Internationally, more than half of total risk components in banks and financial organizations are just credit risks. Thusly, the management of credit risk for the compelling management of an FI has eventually turned into the most important tasks. Risk management incorporates the identification, measurement, adjustment of alleviation measures, monitoring and control of credit risk exposures. As the major commercial bank in Bangladesh, BRAC Bank Limited has a completely functional Dept to operate the pivotal tasks of credit risk management (CRM).
II. [bookmark: _Toc527419015]Origin of the Report 
To finish BBA Program from the School of business and economics (SoBe), United International University, a student requires finishing a project Program of 4 months to see on a topic decided by the Project supervisor by relating with the students major area. Then the student needs to work with all the knowledge she/he earned from the whole BBA program to compose a project report at the last, and twelfth of the semester of BBA program. This report is the fulfillment of the necessity for the assessment procedure of the project program. This report titled ''Risk Management of Commercial Banks in Bangladesh: A study on BRAC bank limited‟ is created based on my theoretical observation of 4 months in length Project on BRAC Bank Limited. After Communicated with my honorable supervisor "Dr. James Bakul Sarkar" Associate Professor, School of Business & Economics, United International University,  I have prepared this project report with the mentioned topic. 
III. [bookmark: _Toc527419016]Rational of the Report 
Bangladesh is one of the developing nations on the earth. The economy of the nation has a great deal left to be desired and there is a huge possibility of gigantic change. In an economy like this, banking sector can assume a fundamental job to enhance the general financial state of the nation. 
The bank by using the role of an intermediary can assemble the excess fund of surplus sectors to give essential back to those sectors which are expected to advance for the sound improvement of the economy. As the banks give fund or loaning to its counterparts, there emerge various types of risk, which is the likelihood that a borrower or counterparty will neglect to meet its commitments as per concurred terms. Indeed, even at present, this issue is frequenting numerous banks and represents a noteworthy risk to their sound performing. So it’s critical to have a viable and sound risk management framework set up which will enable the bank to relieve its risk factors and complete effective financing service or loaning. In view of that issue, the subject ''Risk Management of Commercial Banks in Bangladesh: A study on BRAC bank limited‟ has been undertaken as a topic for my project report.
IV. [bookmark: _Toc527419017]The scope of the report
With the help of this report, rising Banks and other Financial organizations who need to build up a successful Risk Management Dept, Investors who want to see the credit-worthiness of BRAC bank as well as university students, who need to find out about different elements of Risk Management will be profited directly.
V. [bookmark: _Toc527419018]Limitations of the report
While preparing the report, I have faced a lot of difficulties to gather information about the bank. These limitations are listed below:

1. All the officials in Gulshan branch of BRAC bank  are unknown to me. They were not wanted to provide me necessary information.

2. BRAC bank ltd maintains a lot of confidentiality to their information. They maintain strict law not to provide inside information to a outsider.

3. The project timeframe was too short to describe such an important management of the bank.

4. Collecting some data was too hard. This is why I have to use some general assumptions in a few parts of this project report.







Chapter Two
Organizational Background and Industry Perspective



1. [bookmark: _Toc527419019]Background of BRAC Bank Limited
BRAC Bank Limited, one of the third era of business banks began its banking services on July 04, 2001. It is a subsidiary of BRAC (Bangladesh Rural Advancement Committee), one of the world's biggest non-legislative development associations established by Sir Fazle Hasan Abed in 1972. The Bank works under a "twofold bottom line" motivation where benefit and social duties endeavors towards a destitution free society in Bangladesh. BRAC Bank centers around seeking after unexplored market specialties in the Small and Medium Enterprise, which has remained generally undiscovered inside the nation. The administration of the Bank trusts that this sector of the economy can contribute the most to the fast age of work in Bangladesh. Since initiation in July 2001, the Bank's impression has developed to 151 branches, more than 300 ATM Stalls, 405 SME Unit Workplaces, 1,800 delivery points, and 8,306 HR small business loaning, BRAC Bank has quickly developed the settlement, funds preparation, and clients loaning organizations. 
BRAC Bank hanker after to set models as the market pioneer in Bangladesh. The Bank wants to show that a privately owned organization can give proficient, amicable and Quality service in banking on a profitable platform. The Bank produces profit and pays out profits that can bolster the activities of BRAC, the Bank's real investor. Improvement and destitution lightening on a nationwide basis needs large-scale manufacturing, mass utilization, and mass financing. The objective of BRAC Bank is to give mass financing to empower large-scale manufacturing and mass utilization and accordingly add to the development of Bangladesh.


2. [bookmark: _Toc527419020]Current position of BRAC Bank Limited
BRAC Bank is one of the nation biggest and world's fourth-biggest SME Bank. In a market where conventional banking support was deficient, these SMEs could discover a partner. BRAC Bank has dispensed more than 1450 billion Taka worth of SME loans in only 10 years and it has made in excess of 365,000 imaginations become true! While it is an SME-substantial bank, it additionally renders a full-cluster of banking services, not just SME financing. The bank is viewed as the main one in retail services with the biggest plastic-base (over a large portion of a million clients of the bank convey a charge or Mastercard to get to their regular banking feeds), the third-biggest private-sector for settlement of  remittance, and the seventh biggest bank as far as reserve management, second highest provider of home loans and third biggest wholesaler of car loans in Bangladesh.
3. [bookmark: _Toc527419021]Shareholding Structure of BRAC bank Limited



[image: ]
Table: Shareholding Structure of BRAC bank Limited

4. [bookmark: _Toc527419022]Over all reviews of BRAC Bank Limited
[image: ]
5. [bookmark: _Toc527419023]Activities in Bangladesh Industry
1. The SME Financing Model, in the long run, has been recreated across the industry. 
2. Omnibus – a typical stage for shared ATM network. 
3. Eldorado – a typical stage for settlement remittance. 
4. First PPP (Public Private Partnership) in Banking Industry with Rupali Bank for the establishment of ATM at their premises and issuance of ATM Card for their clients. 
5. PPP with Bangladesh Road Transport Authority (BRTA) for the gathering of vehicle expenses and with HBFC for loan portion. 
6. [bookmark: _Toc527419024]The vision for future 
"Building beneficial and socially mindful financial establishment concentrated on Market and Business with Development potential, in this way helping BRAC and shareholders to fabricate a simple, edified, healthy poverty free Bangladesh". 
7. [bookmark: _Toc527419025]Corporate Mission 
1. Sustained development in Small and Medium Enterprises 
2. Continuous minimization of cost in store Development with controlled development in retail resources. 
3. Corporate Resources need to be subsidized through self-risk preparation. Development in Resources through syndications and investment in more quickly developing sectors. 
4. Continuous attempt to increment non-subsidized income. 
5. Keep our obligation charges at 2% to keep up a relentless beneficial development 
6. Achieve proficient cooperative energies between the bank's branches, SME unit workplaces and BRAC field workplaces for the conveyance of settlement and Banks different items and services.
7. Manage different lines of business in a completely controlled condition with no trade-off on service quality.
8. Keep a diverse, far-flung group completely inspired and driven towards appearing the bank's vision into the real world.
8. [bookmark: _Toc527419026]Core Values of BRAC Bank Ltd
BRAC Bank's Quality exudes from it's core organization - BRAC. This implies, BRAC Bank Ltd will hold the accompanying qualities and will be guided by BRAC. 
1. Value the way that one is an individual from the BRAC family. 
2. Creating a genuine, open and empowering condition. 
3. Have a solid client spotlight and create connections based on honesty, Quality service, and mutual advantages. 
4. Strive for benefit and sound development. 
5. Work as a group to serve the best enthusiasm of our proprietors 
6. Relentless in the quest for business development and Improving Esteem. 
7. Based on legitimacy Construct acknowledgment and reward with respect to execution. 
8. Responsible, dependable and law-abiding in everything that we do. 
9. [bookmark: _Toc527419027]BRAC Banks’ Logo 
The logo of BRAC Bank has been set up to remember the objective of the bank. The square structure of the logo implies strong and solid. The golden Shading in the lower segment of the logo implies that 'Brilliant Bangladesh and her prolific land'. The Blue shading in the upper bit signifies 'the sky with the colossal and unlimited chance'. The white hued bend signifies 'Development and Advancement'. White circles in the blue shading mean the glimmering sun that offers light to all over.
10. [bookmark: _Toc527419028]Organization Hierarchy of BRAC Bank Limited
[image: ]
Chart: Organization Hierarchy

11. [bookmark: _Toc527419029]Business Divisions of BRAC Bank Limited
BRAC Bank Limited grouped into five major business divisions. These are listed below:
1) Retail Banking Division
2) Corporate Banking Division
3) Small and Medium Enterprise (SME)
4) Treasury
5) Remittance Services

12. [bookmark: _Toc527419030]Service quality aspects
BRAC Bank is one of the four banks as far as service quality recognition among thirty banks. In 2009 BRAC Bank had propelled the crusade called "Delight of Banking" with the view to reaffirming responsibility to service quality and client encounter. We are in a perfect world the principal bank to make a devoted division and tending to service related issues basically. As an initial step of the battle, BRAC Bank renamed 'Clients' to 'Visitors'. Trusting that each client who ventures into the bank is Visitor and to satisfy his/her prerequisite effectively as indicated by desire. Additionally reinforcing the relationship of common confidence and understanding the visitors and their fulfillment. The two greatest difficulties of service quality were our extensive client base of 1.2 million, which Makes our branches exceptionally swarmed, which prompts expanding lead time of rendering service; on a normal, it's 23 minutes in an overwhelming rush hour gridlock branch. Also, the second is the impression of shrouded charges. Bank has propelled a crusade mid 2011 called "Grahok Odhikar" to address this issue; showing rundown of charges at all the branches and bank's site.


Figure: Muscles of the Bank 

13. [bookmark: _Toc527419031]  Divisions of BRAC Bank
Brac Bank performed their banking service by 5 Broad service divisions. They are:

1. [bookmark: _Toc527419032]Retail Banking Division
Retail Division offers a wide cluster of lucrative and alluring banking items to the individual clients of the bank. It offers diverse sorts of term store plot and appealing sexually transmitted disease and Reserve funds store plans giving enthusiasm on the day by day balance. Retail Banking Division has the accompanying offices: 
I. Branch Banking 
II. Alternative Conveyance Channels (ATM, Apon Somoy, Money store machine (CSM), Telephone banking, re-explanation) 
III. Cards Division 
IV. Retail Risk 
V. Products and Promoting 
VI. Value Focuses 
Right now, BRAC Bank has re-sorted out its retail business as indicated by the client profile. This division has been done to convey more institutionalized services and diminish working expenses too. The sections are as per the following- 
1. Easy banking 
2. Premium banking
3. Excel Banking
4. Supreme Banking
a. [bookmark: _Toc527419033]Premium Banking 
A depositor who keeps up at any rate BDT 50 lakhs (half year normal) is called premium clients. They are exceedingly organized. They additionally appreciate the diverse blessing and markdown through BRAC Bank. Right now, BRAC Bank has around 1000 premium clients. 
b. [bookmark: _Toc527419034]Supreme Banking 
A depositor who keeps up a harmony between BDT 10 lakhs to beneath 50 lakhs (6month normal) are treated as Supreme customers. They appreciate separate service stall and trade store corner out the branch alongside numerous different services. 
c. [bookmark: _Toc527419035]Excel Banking 
A customer who keeps up a harmony between BDT 50 thousand to underneath 10 lach in a normal of a half year is called exceed expectations gathering of the depositor. 
d. [bookmark: _Toc527419036]Easy Banking: 
General clients, who do every days and conventional banking with the bank, just require a base equalization in the record (up to BDT 50 thousand)

Retail Loans are for Clients'. In view of the client request, these loans are given. BRAC Bank has an extensive variety of retail loan- 
I. Salary loan 
II. Study loan
III. Doctors loan	
IV. Secured Loan/OD
V. Car loan	
VI. Credit card loan 	
VII. Teachers loan 	
BRAC Bank's Retail Division is being worked halfway. Under the Retail Banking Division every one of the branches, which goes about as sales and service focused, are reportable to Head of Retail Banking. Diverse results of Retail Banking are as per the following: 
I. Locker Services
II. Loan Items
III. Foreign exchange and related Service.
IV. Deposit Items 
V. Cards
 
[bookmark: _Toc527419037]1.2  Retail Loan Processing Steps

Figure: Steps of Retail loan processing
2. [bookmark: _Toc527419038]Corporate Banking Division
Corporate Division gives a full scope of business banking items and services to any potential corporate customers including multinationals, expansive or medium nearby corporate, NGOs, institutional bodies. 
The Corporate Banking Division has a unified structure through the web based banking framework. Any credit office is prepared at the Corporate Banking Division, Head office. In the wake of endorsing of the office, the farthest point is put on the web and the client can appreciate the office from any of the BRAC Bank branches. Strict adherence to interior control rules and other legitimate and statutory consistence are pursued. The Credit endorsement process includes separate Credit Division, the Overseeing Executive lastly the Board. 
Different divisions like Foreign Exchange, Treasury, and Credit Organization and so on assume the help job for an extensive scope of service to the Corporate Banking Division. 
Treasury Division is one of the significant divisions of BRAC Bank. Treasury Division manages the currency advertise. All treasury related items are handled in similarity with the Bank's Operational, Exchanging, Currency advertise, Medium-term, Term putting, Arrangement settlement, Business position keeping, Treasury, Credit, Fund and other relevant strategies. 
Treasury Tasks computes venture figure, readies the bartering application, advances the application to Bangladesh Bank for Offer and Treasury Activities keeps up and accommodates all records with foreign and nearby banks. 
[bookmark: _Toc527419039]2.1 Corporate Products and Services 
BRAC Bank offers a full exhibit of Financial Services to Organizations and Establishments. Approaching the most profound end of the nation, BRAC Bank is there to help organizations in Bangladesh. With us on your side, you have the intensity of neighborhood learning with the capacities of a worldwide standard. 
Classifications the offices our corporate Division offers to our clients are for the most part of two- 
i. Corporate Loan Items 
ii. Trade Back
[bookmark: _Toc527419040]2.2  Steps of Loan sanction procedure:
 Loan granting request has to pass these below sections to get approved.

Figure: Corporate Loan Approval Procedure
3. [bookmark: _Toc527419041]Treasury 
3.1 [bookmark: _Toc527419042]Money Market Work area 
BRAC Bank has a solid existence in the Treasury sector in Bangladesh. The Currency Market Work area of the Treasury Division for the most part bargains in Bangladeshi Taka exchanges. The fundamental activities embraced by the Currency Market Work area are: 
I. Management of Statutory Stores viz. Money Hold Proportion (CRR) and Statutory Liquidity Proportion (SLR). 
II. Daily Assets and Liquidity Administration 
III. Investment Administration 
IV. Treasury Services 
V. Call/Medium-term Loaning and Acquiring 
VI. Term Cash Acquiring and Loaning 
VII. Repurchase contract 
VIII. Treasury Bills (T-Bills) 
4. [bookmark: _Toc527419043]Secured Remittance Services (SRS) 
BRAC bank has presented an inventive settlement service for Bangladeshis living abroad with some interesting highlights contrasted with any of the current Remittance programs. Bangladeshi exiles would now be able to send their cash to their relatives anyplace in Bangladesh even to the remotest part inside 24 hours at a sensible expense and aggressive exchange rate.
[bookmark: _Toc527419044]4.1 BRAC Bank Probashi Products and Services 
Probashi Current Account is an interest-free account. To encourage normal exchanges, this account has checkbook and ATM card. This is a perfect account for the foreigner Bangladeshis who need to execute often. 
I. [bookmark: _Toc527419045]Probashi Current Account 
Interest for this account is given twice-June and December. Additionally, to help the exchange procedure, the account holder/endorser will get ATM card and checkbook offices. 
II. [bookmark: _Toc527419046]Probashi Current Account 
This account gives an appealing interest sum dependent on standard stores of the small sum. A DPS account can be opened for a month to month store of any sum is various of Tk. 500, the most reduced being Tk. 500 itself. The residencies can be for 4, 7, 11 and 14 years according to the clients' guidelines. 
III. [bookmark: _Toc527419047]Probashi Current Account 
This account gives the client a considerable measure of enthusiasm at the development of the settled store, which ranges from 3 months to 3 years. 
IV. [bookmark: _Toc527419048]Probashi Current Account 
This is a kind of settled store where the client will get the enthusiasm on a month to month premise and its residency ranges from 1 - 3 years. 
V. [bookmark: _Toc527419049]Probashi Current Account 
The remitters profiting BRAC bank services through the exchange houses everywhere throughout the world can appreciate the uncommon life coverage inclusion policy. With no charges, the remitter gets a 65 days protection inclusion. On the off chance that the remitter bites the dust because of a mishap inside this period, the recipient will get Tk. 1 - 5 lac, contingent upon the measure of remittance. On account of typical passing, the recipient will get Tk. 10, 000*. 
VI. [bookmark: _Toc527419050]Probashi Current Account 
A remitter can send cash through any of the enrolled Exchange places of BRAC bank as an Interest draft. 
VII. [bookmark: _Toc527419051]Probashi Current Account 
A remitter can open this account for his/her recipient. The recipient would then be able to appreciate the diverse services of BBL – SMS banking, Web banking, Telephone banking, and so forth. After this account is enacted, the remitter just needs to illuminate the measure of remittance and the account number of the recipient. According to guidelines, inside 6 hours, the cash will be credited to the recipient's account. 
5. [bookmark: _Toc527419052]Small and Medium Enterprise (SME) 
For SME loan task, BRAC Bank Ltd has altogether 900 unit workplaces, 80 zonal office, 12 domain, and 1800 Client Relationship Officers. These CROs work for the Bank to merge customers for getting the SME loan. When CROs get the loan application and on the off chance that it is under 500,000 TK then zonal officers have the expertise to support the loan. Be that as it may, on the off chance that it is over 500,000 then the CROs send it to Set out Office toward all-important endorsement. Subsequent to supporting the loan then Resource Activity Division begins its work. As the extents of organizations are developing, the number of records and dispensing is getting greater. In May 2007, AOD has prepared 3249 documents measuring Tk. 1,235,200,000. So SME Division's prosperity incredibly depends on the execution. Up to 2010, BBL gives loans to 3, 20,000 customers and altogether BDT 144, 330 million. BDT 37,400 million resources dispensing was enhanced by BDT 8,970 million stores. Fit – for – reason techniques and solid drives towards both resource and risk made these victories conceivable.
[image: ]
Figure: SME Services Provided By Brac Bank





Chapter Three
Objectives and Methodology 
of the Report


[bookmark: _Toc527419053]Objectives of the Report
The report is completed on the "Risk Management of Commercial banks in Bangladesh: A case study on BRAC Bank Limited‟ with the possibility of getting top to bottom of the risk management endorsement and accumulation for various types of credit and collection strategies of default loan. 
I. [bookmark: _Toc527419054]General Objectives: The wide goal of report is to achieve the BBA Degree by submitting this project report and assess the aggregate Credit Risk Management (CRM) procedure of BRAC Bank Limited. 
II. [bookmark: _Toc527419055]Particular Objectives: To achieve the wide targets the accompanying particular goals is given below: 
A.  Identification of various wings and their sub units of BRAC Bank limited.
B.  Recognizing distinctive kinds of credit products and services offered to various types of customers. 
C. Recognizing the elements of various wings and the entire branch of CRM 
D. Examining Analyzing tools and techniques to assess a credit proposition 
E. Distinguishing the collection procedure of default loans. 
F. Distinguishing steps are taken to recoup the banks’ awful portfolio. 
G. Understanding the execution of CRM based on the measure of non-performing loans, 
H. Understanding of the execution of CRM based on loan recuperation execution.



[bookmark: _Toc527419056]Methodology of the report
In the beginning of my project, when I get to know that I have to create my report  on the risk management by BRAC Bank Limited, I had researched on directly going to the Gulshan Branch what is a very reputed brunch of BRAC Bank Ltd and collected some basic information on how they manages all the uncertainties, risks.  
 I have also endeavored to center around the execution of risk management in my report by using various tables and figures identified with the risk management. To make the report more important and adequate, both primary and secondary information sources were utilized to complete this report. The idea of this report is shown as descriptive. 
I. [bookmark: _Toc527419057]Primary Sources: 
1. The Primary sources of data depend on my several visits during the 4 months project time schedule at Gulshan brunch of BRAC Bank Limited.
2. I had directly communicated with some officials, and they provided me some leaflets and necessary but not much confidential data of BRAC bank. 
II. [bookmark: _Toc527419058]Secondary Sources: 
1. The secondary sources of data depend on the authority site of BRAC Bank Ltd. 
2.  Monthly activity manual of Risk Management.
3.  Annual reports of BRAC Bank Ltd of 2017, 2016, 2015
4. Additionally, the Websites of BRAC Bank Ltd and other related distinctive different sites, books and so forth.




Chapter Four
Literature Review




[bookmark: _Toc527419059]Literature Review
BRAC Bank Limited, with institutional shareholdings by BRAC, International Finance Company (IFC) and Shore-cap Worldwide had been the quickest developing Bank in 2004 and 2005. The Bank works under a "twofold main concern" plan where benefit and social obligation go as one as it endeavors towards a destitution free, illuminated Bangladesh. BRAC Bank Limited is a planned business bank in Bangladesh. It was set up in Bangladesh under the Banking Organizations Act, 1991 and consolidated as a private limited organization on twentieth May 1999 under the Organizations Demonstration, 1994. The essential goal of the Bank is to give a wide range of banking business. At the simple starting the Bank confronted some lawful commitments in light of the fact that the High Court of Bangladesh suspended action of the Bank and it could neglect to begin its tasks till third June 2001. Eventually, the judgment of the High Court was put aside and expelled by the Appellate Division of the Supreme court.
The act of computing, uncovering and controlling or alleviating risks emerging from a banks’ everyday activities, for example, giving foreign money, credit issuing, client care, data framework maintenance, interior control and consistency, resource obligation management, oversight of the Directorate, correspondence inside divisions and documentation. BRAC Bank Ltd. being one of the main commercial banks in Bangladesh that is constrained to control their reputations by managing the risks emerging from such activities. This report investigates these issues and gives an overview of the total risk management practice in BRAC Bank Ltd, and afterward, I will uncover the findings and few vital recommendations.


Chapter Five
Findings of the Study



[bookmark: _Toc527419060]Findings of the Report
With the increasing need for loan products, risk rating/management is turning into an inexorably critical component for the Commercial banks' estimation and management of risk. 
The report depends on my basic perception of the loan products of BRAC Bank Ltd. The report uncovers the different sorts of loan conspire and the measure to get the loan and the risk management framework. This report won't just help the administration of the bank yet, in addition, the partners all in all. 
· [bookmark: _Toc527419061]What is risk?
Risk is the potentiality, possibility or uncertainty of expected or unexpected events, may have a bad effect on Brac Bank Limited as risk is inherent in any financial institutions as they provide support and delivers credit to needy one. Still Brac Bank do take risks, because according to financial institutions the actual risk is not to taking risks t all. 
· [bookmark: _Toc527419062]Bank's in the risk administration process: 
To make the risk management process more powerful and straightforward and to total risk issues from all aspects of the bank, BRAC Bank has set up an Undertaking Enterprise Risk Associate Forum (ERAF) involving delegates from the bank's different divisions. ERAF is led by the Head of Risk Administration and meets in any event once per month and furthermore as and when required. The discussion is particularly entrusted with: 
1. Working as the underlying level risk chiefs for their own divisions 
2. Distinguishing, raising and reporting risk issues from each unit 
3. Settling issues together with partner recommendations 
4. Taking a shot at issues till their attractive conclusion 
5. Advancing a risk culture and working intimately with the risk administration division to guarantee risk administration activities are set up for risk controlled banking hones 
6. Help the Risk Administration division to design and decrease operational stuns/misfortunes by prescribing suitable risk-relief procedures. 
An association's plan of action is always tested by its encompassing condition and it has different sorts of risks. Inability to recognize, survey, and deal with the real risks confronting the association's plan of action, nonetheless, may surprisingly result in a critical loss of partner esteem. Accordingly, senior administration must execute procedures to oversee viably any significant risks defying the association. We take a wide point of view on distinguishing the risks that could make an association neglect to meet its techniques and goals.
[bookmark: _Toc527419063]According to BRAC banks Annual Report 2017, Process of Managing of Risk
Managing Risk isn't static; rather it is a dynamic procedure that must be connected and tried over all parts of the association. The inevitable objective of encouraging a risk-aware culture is to make a circumstance where the staff and the administration naturally search for risks and consider their effect during basic leadership. 
BRAC Bank has a culture of risk mindfulness, perceives the significance of risk administration and does the obligation of recognizing and overseeing risks with solid responsibility. The bank trusts that past setting the correct strategies and structures, a risk-mindful culture plays an unquestionably successful job in risk administration. Risk management process: 

[image: ]
Image: Risk Management Process of BRAC BANK Ltd, 2017
I. [bookmark: _Toc527419064]Risk identification: This is the initial phase in the risk administration work. To guarantee a comprehensive contribution, a risk enroll is kept up, or, in other words, stage to signal risks at the individual level. 

II. [bookmark: _Toc527419065]Risk assessment: We break down the components regarded to be a danger with regards to the wide hierarchical targets and methodologies. To do as such, we have forums like Enterprise Risk Associate Forum (ERAF) and Enterprise Risk Governance Forum (ERGF). These stages empower a pathway along which risk-inclined issues are raised and examined at the underlying level with satisfactory relief designs chalked out. 
III. [bookmark: _Toc527419066]Basic leadership: In light of the examination and figure, a choice is made for a specific existing/approaching risk. In any case, the basic leadership specialist is designated to different levels. High-risk issues are heightened to the best administration or even to the Board and issues that are considered to be not extreme are settled by ERAF or potentially ERGF. 

IV. [bookmark: _Toc527419067]Follow-up and monitoring: Another crucial piece of our risk administration work, follow-up, and monitoring are continued with until the point when the effective goals of a specific risk issue. An indispensable piece of our monitoring procedure is to watch continuous situations against the bank's risk hunger. 

V. [bookmark: _Toc527419068]Risk reporting: In conclusion, the general status of risk administration is recorded through risk reporting. This is affected through occasional risk administration reporting with entries to Bangladesh Bank. Also, we have our own components to evaluate potential misfortunes emerging out of risk-inclined issues. In addition, our administration consistently audits the fundamentals of the risk administration paper and gives guidance according to the need.
Now, We are going to see how Brac Bank is managing their risks associated with financial services they provides.
My project report likewise endeavors to explore the degree to which the Credit assessment frameworks are utilized in the setting of BRAC Bank Ltd dependent on my Business administration knowledge throughout the years. A few risks important to this are:

Figure: Risks of BRAC Bank Limited

Loaning is one of the fundamental elements of any business Bank. In figuring a credit judgment, the credit officers of BRAC Bank must be outfitted with all data expected to assess a borrower. 
In a wide range of business dealings, officers and representatives must be guided by the standards of trustworthiness, respectability and shield the enthusiasm of the contributors and investors of the Bank. They ought to entirely hold fast to the Banking Laws, Standards and Directions of the Govt. of Bangladesh, the directions issued by the Bangladesh Bank or Head Office every once in a while that influences the business practices of the Bank. 
The extent of the investigation will be as per the following: 
· Making an unmistakable outline of the financial execution estimation criteria. 
· Overview of the bank's financial execution in the part of BARC Bank Ltd. 
· Find out the general circumstance of BRAC Bank Ltd in the part of financial execution. 
· Earnings and gainfulness of the bank by the financial action. 

I. [bookmark: _Toc527419069]Identifying Credit Risk 
Credit risk implies, the risk of loss of vital or loss of a financial reward originating from a borrower's inability to reimburse a loan or generally meet a legally binding commitment. Credit risk emerges at whatever point a borrower is hoping to utilize future money streams to pay a current obligation. Financial specialists are adjusted for expecting credit risk by method for intrigue installments from the borrower or backer of an obligation commitment. Jarrow, Lando and Turnbull (1997) consider the term structure of credit risk spreads in a model with the bankruptcy procedure following a discrete state space Marko chain in FICO assessment. Crouhy , Galai and mark(2000) make an examination of Credit Risk to alternate models, they express that credit risk is anything but difficult to apply as it drive a shut shape answer for the misfortune dispersion of a credit portfolio. There is no market risk in credit risk on the grounds that both market risk and credit relocation are disregarded in this model, every borrower presentation is similar changes in its credit quality don't influence its introduction. 
II. [bookmark: _Toc527419070]Credit checking 
Credit checking assumes significant job in accomplishing financial objectives. With a sound score and dependable past credit conduct, you'll make it more probable for moneylenders to offer you bring down financing costs on home loans, automobile loans, different loans and Visas – even your property and protection rates can profit. Christopher J. Cowton, Diminish C. Ho, (1985) "Credit Control The accomplishment of a credit framework, as far as both adequacy and cost, is to a great extent dictated by policy built up inside the organization. Excessively preservationist a policy will involve high open door cost through loss of business, however excessively liberal a policy results in the expense of tying up assets in borrowers and the expanded probability of awful obligations. A study exploring building shippers' practices in Ribs (1984), led by survey, mirrors some assortment in moving toward the arrangement of exchange credit, however a moderately high level of consistency and absence of modernity in checking frameworks. Stigitz and Weiss(1988) are the case of papers propelling that banks are organizations "practicing propose that checking the conduct of clients after some time including reimbursement of loans and different exchanges, furnishes banks with a data advantage they can use to effectively play out the capacity of asset portion in an economy. 

a. [bookmark: _Toc527419071]Responsible Committee and forum for Risk Management
 Despite the fact that BRAC Bank has a one of a kind culture that looks for risk goals in a way where each hierarchical layer is included, it likewise has organized elements to administer and supervise the risk administration work. Remembering the inborn idea of risk, BRAC Bank has a few councils including its key workforce with the direct inclusion of the administration and in addition the Board that supervises the material risks confronting the bank.



Hierarchy : Responsible Committee and forum for Risk Management

III. [bookmark: _Toc527419072]Dependability 
Risk has turned into a key idea in current society. Developing worry about nature and various debacles has served to concentrate consideration on the dangers and risks engaged with an extensive variety of activities. There is an extensive variety of methods accessible to evaluate risk and unwavering quality, both in connection to wellbeing and in the more extensive sense. These strategies currently support new enactment on security and have significance over a wide range of activities, including ecological and different frameworks, where risk and unwavering quality are key concerns. Chee Tong (2001) Basic risk and dependability investigation has been recognized as the potential instrument for fulfilling these prerequisites. It is equipped for distinguishing the wellsprings of factors influencing the exhaustion life and weakness quality of the structure as far as risk. 
IV. [bookmark: _Toc527419073]Confirmation 
According to Douglas L. Ruler and Rocie C. Wellman (1995), A framework and strategy for tolerating risk, however, authoritative commitments exchange a segment of the risk to speculators and incorporates implies for total affirmation of auspicious installment to contract holders, and isolation, of premiums of specific financial specialists to explicitly distinguished risk in a risk to capital coordinating framework, the framework makes assertions which guarantee installments, In light of misfortune from risk including investmnet risk. Information preparing gives lawfully isolated relationship administration connections, managing and adjusting the interests of experts in a Risk exchange and enhancement framework.
[bookmark: _Toc527419074]Retail Loan Products
1. [bookmark: _Toc527419075]Home Loan and Home Credit: 
Home loan is a term loan office for working class and high society individuals and more noteworthy Dhaka, Chittagong, Sylhet, Comilla, Khulna, Narayangonj City, Saver, Gazipur, Tongi, Bogra Metropolitan territory. 
It is given to buy of under-development/finished flats/buildings to build/broaden of house or flats. Under this plan, Bank anchors the office through selling the property or through some other type of security acknowledged by the overall law of the nation. 
[bookmark: _Toc527419076]Client section: 
•	Salaried: Every salaried individual (Sort A and B) and BRAC Bank finance organizations 
•	Self Utilized and BRAC Bank finance organizations 
•	Self Utilized Proficient/Representative: Independently employed experts i.e. Specialist, Planner Architect, Sanctioned accountant and so on who are occupied with autonomous calling. Specialists implies proprietor/accomplice/chief/investor of proprietorship/association/private limited organization. 
•	Land ruler: landowners having a steady wellspring of profit from leased properties. 
•	100% money security: this fragment comprises of workers/Non-inhabitant Bangladeshis (NRB) keeping up occupant a/c with us or some other banks, any individual needs to profit Home loan against money security. 
•	Age Breaking point: Min 25 to most extreme 65 years. 
[bookmark: _Toc527419077]1.2   Least Salary: 
Salaried: BDT 20000 
Independently employed/Agent: BDT 30,000 
Landowner: BDT 25,000 
[bookmark: _Toc527419078]1.3   Employment/Business Experience: 
3 years of work understanding for service holder and representative. There ought to be one principle candidate and another joint candidate. A proprietor of the property ought to be principle candidate. Loan sum: Least 10 lac to 1.2 crore 
2. [bookmark: _Toc527419079]Home Credit: 
Most extreme 70% of property estimation or BDT 1,00,00,000 whichever is lower. 

3. [bookmark: _Toc527419080]Individual Loan: 
The individual loan is an unbound term loan office to the individual Salaried/Specialist/Independently employed individual for providing food their own or expert needs. 
•	Minimum age: 23 years at the season of use 
•	Maximum age: Retirement age or 60 years at the time of loan development, whichever is prior. 
•	Work Experience: Affirmed work with least a half year in current association, however, add up to the length of service of 2 years (proceeded with services). 
•	Size of the Organization: Least 5 years in task and least 10 changeless staff utilized whenever. 
•	Minimum Pay: BDT 17,000 for salaried individual and BDT 25,000 for Agent. 
•	Loan Measure: Least BDT 1,00,000 to most extreme BDT 10,00,000 
[bookmark: _Toc527419081]3.1 Individual Loan for Specialists: 
Individual loan for specialists is a term loan office under "Loan for Experts" classification intended to satisfy the individual necessities of the individual specialists living in the urban areas/towns where the Bank has its activities. 
[bookmark: _Toc527419082]3.2 Client sections 
Sort A 
Aide teacher/Relate educator or identical assignment having post advanced education working in any Kind A healing centers. 

Sort B 
Specialists of Sort A doctor's facilities not meeting over the qualifying criteria and specialists of sort B doctor's facilities. 
Sort C 
Every single other specialist having least MBBS degree will be fall under this classification (i.e., salaried specialists, independently employed). 
•	Loan Residency: a year to 5 years 
[bookmark: _Toc527419083]3.3  Personal Loan for the land ruler: 
•	Minimum Age: 35 years at the season of loan guaranteeing 
•	Minimum Age: 65 years at the season of loan development 
•	Minimum Rental pay: BDT 50,000 month to month 
[bookmark: _Toc527419084]3.4 Rental Appearance in Account Explanation: 
At minimum sum comparable to EMI ought to be credited to the bank account for Most recent a half year as a rental reflection if rental salary is underneath 1 lakh. 
•	If the rental salary is in excess of 1 lac then no less than 30% of rental wage ought to be reflected in the account proclamation 
•	In any case, the most recent 1-year consistent bank articulation ought to be accessible. 
[bookmark: _Toc527419085]3.5  Loan Residency: 
•	Maximum three years 
•	The minimum year and a half 

4. [bookmark: _Toc527419086]Car Loan: 
The car loan is a term loan office for the working class to privileged individuals of the urban areas, where the bank has its activities, to purchase cars for their own utilization. Under this plan, the vehicle is hypothecated to the bank as it were. Notwithstanding this enlistment prerequisite, the loan may likewise in part anchored by the normally adequate shape accessible in the market as hypothecation. 
[bookmark: _Toc527419087]4.1 Loan Requirements: 
•	Minimum: 2 lac 
•	Maximum: 40 lac (counting protection) 
•	Tenure: 12 to 60 months 
•	Monthly Pay: 25,000 for salaried and 35,000 for the businessperson 
[bookmark: _Toc527419088]4.2 Kind of Vehicle: 
Class – 1: 
New and reconditioned vehicles: all car autos, SUV, Jeep and up to 9 seated miniaturized scale transport for individual utilize. 
Class – 2: 
New autos and reconditioned vehicles: all get, up to 11 seated and second-rate microbus for individual utilize. 
[bookmark: _Toc527419089]4.3  Endorsed Brands: 
Pristine vehicle: any brands 
Reconditioned vehicle: 
•	Toyota (Counting Lexus), Honda, Nissan, Mitsubishi, Mazda, Hyundai, and KIA 
•	Minimum Edge: half up front installment required before loan dispensing. 
[bookmark: _Toc527419090]4.4  Official Examination Loan: 
Highlights: 
· Target Fragment: Just Salaried People (Sort An and B Organizations) and Authoritative representatives of just Kind A 

· Target Territories: Client must live in the city/town where recorded instructive organizations are found. Be that as it may, what's more client's habitation must be arranged inside 10 KM of any BBL Branch/SME Service Center.

· Loan Sum: BDT 25,000 to BDT 5 Lac 
· Loan Residency: a year to three years 
[bookmark: _Toc527419091]4.5  Last Month to month Net Wage: 
· BDT 15,000 for Sort A and BDT 17,000 for Sort B 
· Interest Rate: 13% (Corporate Customers and Sort A); 14% (Sort B) 
· Processing Expense: 0.25% of the loan sum 
· Minimum Age: 28 years 
· Maximum Age: 50 years the season of loan development 



[bookmark: _Toc527419092]4.6  Financing costs of Loan Products:
[image: x2]
i. [bookmark: _Toc527419093]Visa or Credit card: 
BRAC bank Mastercard is a universal card. So it is open through all VISA/MasterCard connected ATMs and POS around the world. It is tied up with prestigious shops and outlets for Payment flexibility. Having offices of remuneration point, card check, discounts at the Hotel/ Restaurant and so on. 
Sorts of Credit Card: 
•	Classic card (VISA/Ace) : Credit confine BDT 10,000 to BDT 75,000 
•	Gold card (VISA/Ace): Credit restrain BDT 80,000 to BDT 5 Lac 
•	Platinum Card (VISA/Ace) : Credit restrict BDT 2,50,000 to BDT 5 Lac 
Advantages of a Platinum card: 
a. Priority goes for the world's biggest free airplane terminal parlor get to program more than 600 air terminal parlor. 
b. Buy one get one free smorgasbord at the Westin Dhaka and the Landmass Chittagong. 
c. Enjoy round-the-clock access to the VISA platinum Client Center. 
d. Discount in numerous neighborhood and worldwide retail locations, lodgings, clinics and so forth. 
e. Free access for 2 (counting cardholder) at BALAKA VIP Parlor in Hazrat Shahjalal international Airport.
f. Free need Welcome Service in Hazrat Shahjalal international Airport. 
g. 100%/half yearly expense inversion with 8000/4000 reward focuses. 
· Salary: BDT 25,000 
· Least Age: 21 Years for essential card and 18 years for the supplementary card 
· Maximum age: 62 years for any cards 
[bookmark: _Toc527419094]In general, Credit Administration Procedure of BRAC Bank 
a. Wholesale Acknowledge gets Credit Proposition for records from Corporate Banking and SME Medium Business 
b. Wholesale Credit Experts checks the Recommendations for consistency and fulfillment 
c. If any inconsistency is discovered, Discount Credit educates the particular RM about the error through lotus mail. 
d. RM redresses the errors and sends the docs/amended proposition to CRM. 
1. [bookmark: _Toc527419095]Credit Control Point: 
Discount Credit gets the following to guarantee credit control: 
•	Credit Proposition 
•	CRG Sheet 
•	FSS 
•	Search Report 
•	CIB Report 
At that point, it checks the following things: 
a. Emerging Unit Credit Proposition are checked by Credit Expert (Rising) 
b. Large Unit Credit Proposition are checked by Credit Expert (Huge) 
c. Credit may request records identified with extra investigation (if and when required) 
d. If everything is discovered alright, Credit Examiners influence recommendations (to endorse/decrease) of the Credit proposition delineating loan sum, tenor, Financing cost and extra terms and condition (assuming any) and forward the Proposition to the Head of Credit Discount Banking and Medium Business. 
e. Head of Credit Discount Banking and Medium Business favors/decrease/prescribes to Boss Credit Officer if not inside the endorsement expert. 
f. Chief Credit Officer endorses/decreases/prescribes to the Overseeing Executive and President if not inside the endorsement specialist. 
Singular Credit Recommendations other than Board's endorsement expert are put at Credit Panel Meeting on a case to case reason for the choice of Overseeing Chief/President: 
a. Managing Executive/Chief affirms/decays/prescribes to the Board if not inside the endorsement specialist 
b. Board endorses/decreases the Credit Proposition at the month to month Executive Gathering Singular Credit Recommendations other than Board's endorsement specialist are put at Credit Advisory group Meeting on a case to case reason for choice: 
1. The loans get affirmed according to Assigned Endorsement Expert subject to the credit-value 
2. Wholesale Credit sends back the declined Credit Proposition to Corporate Banking Division/SME Medium Business 
3. Wholesale Credit forward the affirmed Credit Recommendations to the separate RM of Corporate Banking or SME Medium Business. 
4. RM gets ready Authorize Guidance according to endorsement term and conditions and sends to Discount Credit for approval 
5. Wholesale Credit approves the endorse (Following the producer checker idea) and sends back to RM for print out and closes down. 
2. [bookmark: _Toc527419096]Gathering CIB Report from Bangladesh Bank 
In the wake of accepting the application for the credit line, Bank sends a letter to Bangladesh Bank for getting a report from that point. This report is called the CIB (Credit info bureau) report. Essentially, branch looks for this report from the set-out office toward a wide range of loans. The reason for this report is to being educated that whether the borrower the borrower has taken the loan from some other bank; if 'yes', at that point whether the gathering has any past due sum or not. 
3. [bookmark: _Toc527419097]Making Credit proposition (CP) 
Branch at this point needs to locate the correct borrower by considering the following 6 C's. These are the character, capital, limit, money, guarantee, condition (economic). In the event that the branch believes that the project is achievable then he will set up a Proposition. Bank readies the proposition in a particular frame called credit proposition. The criticalness the proposition branch sends it to set out office toward endorsement. 
4. [bookmark: _Toc527419098]Credit assessment 
A careful credit and risk assessment should be led preceding the allowing of loans and in any event every year from that point for all offices. The consequences of this assessment ought to be exhibited in a credit application that starts with the Relationship Administrator and is prescribed by the Branch Credit Advisory group (BCC). The RM ought to be the proprietor of the client relationship and must be considered mindful to guarantee the precision of the whole credit application submitted for endorsement. RMs must be comfortable with the bank's Loaning Rules and should lead due to steadiness on new borrowers, principals, and underwriters. 
Credit Applications ought to outline the consequences of the RMS risk assessment and incorporate as a base, the following points of interest: 
1. Amount and kind of loan(s) proposed 
2. Purpose of loans 
3. Loan structure (Tenor, Pledges, Reimbursement Calendar, Intrigue) 
4. Security courses of action 
Furthermore, the following risk zones are investigated: 
•	Borrower investigation 
•	Industry investigation 
•	Supplier/Purchaser investigation 
•	Historical financial investigation 
5. [bookmark: _Toc527419099]Risk Evaluating 
The BRAC bank ought to receive a credit risk evaluating framework. The framework ought to characterize the risk profile of borrower's to guarantee that record administration, structure, and evaluating are equivalent to the risk included. Risk reviewing is a key estimation of a Bank's advantage quality, and all things considered, it is fundamental that evaluating is a strong procedure. All offices ought to be appointed a risk review. Where promptly changed. Borrower Risk Evaluations ought to be unmistakably expressed On layaway Applications.
6. [bookmark: _Toc527419100]Project Appraisal
It is the pre‐investment analysis done by the officer before approval of the project.
Project appraisal in the banking sector is needed for the following reasons:
•	To justify the soundness of an investment
•	To ensure repayment of bank finance
•	To achieve organizational goals
•	To recommend if the project is not designed properly
7. [bookmark: _Toc527419101]Documentation of loans and advances
In spite of the fact that banker lends credit to a borrower after inquiring about the character, capacity and capital of the borrower, he must obtain proper documents executed from the borrower to protect him against willful defaults. Moreover, when money is lent against some security of some assets, the document must be executed in order to give the banker a legal and binding charge against those assets. Documents contain the precise terms of granting loans and they serve as important evidence in the law courts if the circumstances so desire. That is why all approval procedure and proper documentation shall be completed before the disbursement of the facilities. The documents for loans and advances can be classified into two categories, namely Charge documents and Security documents.
8. [bookmark: _Toc527419102]Disbursement
After verifying all the documents the branch disburses the loan to the borrower. A loan repayment schedule is also prepared by the bank and given to the borrower.
9. [bookmark: _Toc527419103]Follow up
After the disbursement of the loan bank officials time to time monitor the loan by physical observation of the activities of the party. It is done in the following manner.
•	Constant supervision
•	Working capital assessment
•	Stock report analysis
10. [bookmark: _Toc527419104]Credit Monitoring
Monitoring is a process of taking care of loan cases starts from the selection of the borrower and remains live throughout the life of a loan.
To minimize credit losses, monitoring procedures and systems should be in places that provide an early indication of the deteriorating financial health of a borrower. At a minimum, systems should be in place to report the following exceptions to relevant executives in CRM and RM team:
•	Past due principal or interest payments, past due trade bills, account excesses, and breach of loan covenants;
•	Loan terms and conditions are monitored, financial statements are received on a regular basis, and any covenant breaches or exceptions are referred to CRM and the RM team for timely follow‐
•	Timely corrective action is taken to address findings of any internal, external or regulator inspection/audit.
•	All borrower relationships/loan facilities are reviewed and approved through the submission of a Credit Application at least annually.
[bookmark: _Toc527419105]Issues to be considered during Credit Management
1. [bookmark: _Toc527419106]Credit Risk:
Credit risk is the possibility that a borrower or counter party will fail to meet its obligations in accordance with agreed terms (e.g. overdue/classified loans due to irregular repayments).
[bookmark: _Toc527419107]Mitigation
Following absconding borrower declaration process gives BRAC Bank the idea of how Bank should have managed their Credit assessment process in selecting their borrowers and approving their credits.
2. [bookmark: _Toc527419108]Process Risk:
It arises from loopholes and shortfall in existing process or from having inadequate /no process manuals for daily routine activities.
[bookmark: _Toc527419109]Mitigation:
Development of an end‐to‐end Absconding Declaration Process mitigates the shortfall or absence of process to carry out daily routine activities in this area.
3. [bookmark: _Toc527419110]Compliance Risk:
It arises from delayed/ wrong response to queries and wrong returns and information submitted to Bangladesh Bank and other regulatory authorities which may cause for penalty imposition and also affects bank’s reputation.
[bookmark: _Toc527419111]Mitigation:
Respective Business Finance should promptly reply to query or send reports to Bangladesh Bank for Absconding Borrowers as per this approved process.
4. [bookmark: _Toc527419112]IT System Risk:
This risk is caused from faulty system design, malfunctioning, lack of data / network / software / hardware security and disaster recovery, protection of copyrights and other intellectual property rights etc.
[bookmark: _Toc527419113]Mitigation:
Legal Support MIS team of SAM should maintain sufficient and accurate data in BBL system properly, so that no data get lost due to malfunction or for system disruption.





Chapter Six
Recommendations and Conclusion




[bookmark: _Toc527419114]Recommendations
During the four month of my project, I have tried every possible ways to collect necessary information for my report. Collecting  info was not easy for me, I have asked various officials for various important parts for my report. This is how, I have experienced a lot of the risk management performed by BRAC bank Limited and finally created my report. At this stage I am going to provide some recommendations which can be a way to solve some few problems of BRAC Bank Limited.

I. The bank needs to promptly build up incorporation with N.I.D database (according to MoU with Election Commission) keeping in mind the end goal to get a competitive advantage on risk monitoring and counteractive actions. 
II. The Bank needs to build up a solid "Credit Manual".
III. BRAC bank  needs to examine and investigate all of its loan borrowers before sanctioning any loans. 
IV. All the loan documentation of BRAC bank must be done totally and thoroughly. 
V. All the report confirmations must be done before loan endorsement 
VI. The Bank needs to execute a long-term and solid investment policy. 
VII. The Loan and Advance sanction must be solid enough and the employees must be dedicated to the Bank. Its often heard that some employees are not careful while sanctioning credits. BRAC bank needs to highly careful of this employees and investigates the problems whenever it occurs.
VIII. The BRAC bank needs to observe carefully on the individual loan sanctioning. 
IX. The Bank ought to establish and advertise more alluring loan products and services to be competitive on the Bangladeshi Banking sector.
[bookmark: _Toc527419115]Conclusion
BRAC Bank Limited has demonstrated incredible eagerness in keeping up its reputation in the banking sector since the commencement. It has continually experienced changes consenting to the evolving condition. After the presentation of the Risk Management Practice, it has experienced huge rebuilding and adapted up to the predominant condition. These together have made it the first rate association it is today. 
Gathering information for Project report without working inside the bank whose esteem incorporates "Result Driven‟ has been extreme in fact. Charged by the responsibilities of "Research Support‟ I needed to peruse the universe of the existing writing of the recommended points which required key information and an understanding of the issue explanation. Additionally, the audit of explores officially finished required, inclination in the research system. The course named "Research Techniques in Business and Management‟ helped me a considerable measure in surpassing these issues. The previous 3 months have been a considerable improvement for me, and it has been an honor to have finished my project report in such a valiant Bank in Bangladesh.
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