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Executive summary 

Commercial bank’s primary role is to facilitate mobilization of money, which is vital for the economic growth of a country. How effective a bank is performing its role to a large extent depends on its management and governance of its credit related activity. For commercial banks the governance and assessment of the behavior of the borrower and the execution of the loan is as important as how well a bank distributes its funds among all the business sectors of a country. As these two things largely impact on profitability of a bank .Monitoring and governing of loan is named as credit management in banking industry. If a bank fails to perform this vital function properly it consequences in a higher POCL (percentage of classified loan). In this study, the general profitability measurements of banks- ROI, ROA and ROE are being tested to know how they are correlated with and influenced by POCL. After conducting the study the conclusion is that the study variables are correlated and POCL has a negative impact on each of the dependent variable ROI, ROA and ROE.
















                                      Chapter 1
Introduction













1.1 Background of the report
Success and sustainability of a commercial bank is much depends on how it can manage its risk exposure.Among all other risks credit risk is top ranked according to priorities as banks fundamental function is to take deposits and give loans. So credit risk is inherent with the primary operations of commercial bank. For a commercial bank maximum revenue and maximum risk both are linked with credit.
Significantly banks need to pay enough attention to manage credit risk and implement strategies policies and set standards. Sources of credit risk are credit concentration, inappropriate credit management and credit need assessment of the borrower .As it cannot be avoided completely banks intention for all these efforts to keep in a tolerating level.
Banks implement their top most spirit in resolving credit risk related issues. As credit risk is so vital for commercial banks that it can cause major financial disaster for the bank and people related with bank as an internal personnel such as employees and external entities such as the customers who deposited money and other stakeholders.
1.2 Origin of the report 
The internship report is a compulsory requirement for completing the BBA program. The genre proposed is “credit Risk Management of Bank Asia “. The mentioned topic is approved and supervised by Nusrat Farzana, Assistant Professor School of Business and economics UIU. 
1.3 Objective of the Report 
The report was aimed to consider the theoretical aspects and practices conducted relating to credit risk management. I tried to learn the actual requirements and real life dealings of Bank Asia Limited. Ultimately advantages and disadvantages of their credit risk management strategies. In broader sense the objective was to gain an abstract over the credit assessment and credit risk management techniques of BAL.


Particular objectives of the report:
· To gather knowledge about credit risk and its management procedures and link that with the practices that are exercised in Bank Asia Limited regarding CRM
· To have overview of the operations of the CRM department of BAL
· To have an idea about their standard of performances relating to lending operations
· To have an idea about their performance relating to lending operations
· To find out the bottleneck both for the bank and customers that deploys the credit performance of the Bank
· To find out some recommendations that may help in solving those problems
1.4 Rationale of the study 
Though risks cannot be completely avoided, banks and financial institutions invest huge wisdom, energy and skill in lessening risk exposures .obviously it is so vita for their very existence in the industry.
The most important credit risk procures from banks wrong dealings regarding its lending operations as well as when the obligor fails to meet terms and conditions they previously gave consent for those. Even though they may fail even after bank officials did their responsibilities with due diligence the situation of the obligor may not remain the same as it was at the time of approving the credit proposal.
Banks has a separate department for managing credit risk exposures; credit risk management department tries to ensure a dynamic procedure and foreseeing plan for managing its credit portfolio aiming to optimize returns.
A multidimensional process is essential as world economy is changing rapidly and the credit risk management requires to be more forward looking and responsive approach.
Bank Asia Limited is one of the top ranked commercial banks in Bangladesh .It is operating and contributing significantly in the banking industry since its inception. As business studies student I have interest in credit risk and its management tactics, so I decided to know as much I can during my internship in Bank Asia Limited. This report is an effort to portray an opaque knowledge about their strategies , policies ,plans and actions relating to credit risk management. 
1.5 Scope of the Report 
This report significantly based on the practical experience gathered during internship period pointing to the highlight of the credit assessment and credit management activities that are followed.
This report consists the techniques of credit approval process and interpretative method that are exercised in Bank Asia Limited .Techniques are discussed for both before and after the sanctioning of loan and there is some general guidelines that are to be followed by all commercial banks in Bangladesh as well as  Bank Asia Ltd . The report ends up with a summarized view of CRM activities of Bal and analyzing its profitability linking up with its credit performances.
1.6 Methodology of the report 
A well systemized data collection is prudent for making a report that reflect the actual circumstances since finalizing the report topic to the presentation of complete report there was best effort to maintain a systematic process.
The process I followed in preparing the report is mentioned below
I. Literature study
II. Gathering relevant data
III. Accumulate my knowledge based on experience and data obtained 
IV. Analyze and interpreting the data 
V. Prepare rough and go through revise and correction process
VI. Complete the final report 
The topic of the report “Credit Risk Management of Bank Asia Ltd” was discussed with my supervisor at the beginning of preparing my internship report so that the report turns into a systematic and influential work.
A qualitative survey was performed with the bank officials in credit department of Bank Asia. Open ended questions were asked in that survey to gather primary data. Secondary  data were collected from publications such as annual reports prospectus and Brochures, CRM manual published by Bangladesh Bank, Bangladesh Bank policies and other related circulars of other Banks.
Primary data 
· Practical desk work
· Conversation with officers
· Conversation with customers 
· Files  that was provided by related officials 
Secondary data 
· Annual report and periodic publications of Bank Asia Limited 
· CRM manual of Bangladesh Bank 
· Policies and CRM manual of  Bank Asia Limited 
· Office circulars of Bank Asia limited 
· Books, newspapers and journals that are concerned with the topic of the report 
· Website of the Bank Asia Limited 
In this report I tried to portray my experience and knowledge using various diagrams and tables included in the analysis part and MS excel was used while analyzing the data .The interpretation of the analysis was performed with best efforts and presented in a distinguishable manner. As a normal process to make a report more accurate few corrections were made according to my honorable supervisor’s advice while preparing the final report.
1.7 Limitation of the report:
Though I gave my best to make the report an explanatory one, obviously there was some limitations both professional and personal during the preparation of the report.
I. Short time: as the time span was only for three months the area and dimension of the report was narrow downed. I could not combine all those facts that are related with a broad concept like credit Risk Management due to the time period. It would be more possible for me to present the report more elaborately if there was no time limitation.
II. Lack of sufficient relevant information: certainly the task of data collection is not a simple task .I tried to collect data for my study that are relevant with the report. I had to separate data from accurate and inaccurate data .performing the data collection task is not always accurate and sometimes I could not get the data that was required .Another thing is that due to maintaining business secrecy all information were not disclosed to an intern.
III. New in this field: certainly there is difference in reports prepared by an experienced and without experience people. As I did the research report for the first time, there is a probability that there are some mistakes whether in the organization of the report or presentation of the report. I tried my best to avoid any mistake. as I am new in this filed there is a hope that my shortcomings will be considered 




















Chapter 2
Overview of the organization 





2.1 Profile of Bank Asia Limited 
Bank Asia Limited was incorporated as a public limited company under the company Act, 1994 and banking company Act, 1991 on 28th September, 1999. On the same date the bank gained certificate of incorporation and certificate of commencement of business .Bank Asia obtained banking license on 6th October ,1999 .Finally it started its banking operation on 27th November ,1999. Bank Asia was performing well since its inception eventually it was listed with Dhaka Stock exchange and Chittagong stock Exchange (CSE) on 6th January, 2004.
Bank Asia Limited was founded by some very successful entrepreneurs of our country and its performance in our economy reflects their wisdom. Bank Asia Limited holds the honor of acquisition of foreign banks before any other local banks did so. It took over the Canadian bank. “The bank of Nova Scotia”’s Bangladesh operation and Muslim Commercial Bank of Pakistan in the same year.
Currently Bank Asia stands up among the top graded commercial banks in Bangladesh after nineteen years of its inception. The visionary decisions and dedicated officials have shown their ability through its business life through its performances in its broad field of operational services incorporating conventional banking, Islamic window, off-shore banking unit, brokerage units, agricultural branches, SME centers and agent banking services.Bank Asia is the pioneer of agent banking services in our country with a view to reach bank service to remote areas.
Today Bank Asia Limited is a family of 127 branches over the country, 4 SME service centers, 5 Islamic window branches, 132 own ATM. Along with that 1 brokerage company in our country and 2 exchange houses operating in UK and USA. All the area of services are interrelated and these are advanced technology based. The  credit rating of by CRAB also reflects  its prominent performance Bank Asia LTD got LT-AA2 for long tern cre4dits and for short term credit it got ST2.curently Bank Asia comprises a total assets of 288997 million taka and 207041 million taka and 197504 million taka represent the deposit amount and loan & advance amount respectively.
Since its inception Bank Asia was thoroughly successful in satisfying its customers. As its business core was to prioritize customers and consider them as a vital element of the development of the banking industry and economy .Subsequently their business strategies are more customer oriented with high tech services in internal Banking, M- banking . 2417 ATM facility and various card services. Bank Asia also adopts a go green policy using less paper and be environment friendly and also strongly active in various CSR programs.
Bank Asia has well extended market offerings including all commercial bank facilities. These are designed for specific class of people and for the betterment of our whole economy. For example Bank Asia introduced “Personal credit scheme” that are designed for mid-range fixed income persons to raise their living standard. Even for the rural people it has a micro credit program under its “poverty alleviation scheme”.
Bank Asia Ltd entered the banking industry when there was a terrible need for financing facility for boosting up business industries and economic growth and it is contributing in these fields prominently. The management team   of Bank Asia always aims to maintain and advance the standard of services to keep their position in the top ranked commercial banks in our country. 









Chapter 3
Analysis












3.1 Credit policy statement
Credit policy statement specifies the basic principles relevant to the extension of credit.it is a structure for Banks to know the limit to be followed it its business and draw its long term strategic plan.
General policy Guidelines: 
There are few guidelines below that are considered by any commercial bank Asia regarding credit risk.
·  Banks provides loan who justified themselves and has a good image in his industry or society and who are thoroughly engaged with the business and his/her livelihood must be related with that business and obviously it has to be a legal business.
· Banks  assesses that the loans they grants must not be harmful to the society, does not go against of our national rules or values and the sectors are also should be important for our financial and economic growth.
· The credit application each time must contain KYC (know your customer) form filled even for existing customers to get updated information.
· Banks extends credit facilities when it is in the safe zone that means it allows increase the credit when the borrower is proved as eligible and the amount and the intension of the borrower is clear and viable relating to the information gained about the client.
· Banks tries to ensure that the source of fund the borrower claiming is actually viable for secure repayment at the time of granting the credit and secured source of fund is preferred. Borrower must provide enough information about the borrower, business and sector of the business in order to extent credit facility along with justified security and collateral.
Credit Assessment:
Before sanctioning each loan or advance a complete credit and risk assessment is required. Bank officials must accumulate the needed information to conduct a broad overall assessment that portrays actual risk standard of the potential borrower and this report is to be presented in the  standardized format. Based on these information business sector, asked amount and terms and conditions of credit along with clients background the standard and scope of appraisal is to be fixed and to be stated the credit proposal.
Each corporate client has to go through an in-depth assessment before credit facility to be approved and determined. There should be an appropriate designated bank official who is to take all the responsibilities to make the judgement regarding a client. If it is not done with due diligence and there is any sign of influencing behavior that respective official is to be taken under disciplinary action.
A credit proposal should be assessed and discharged within 30 working days if it needs board’s approval. If it is under business discretionary power of management then it is to be disposed of within 10 (ten) working days after a client submits a fully complete credit proposal.
A credit proposal should reach the appropriate authority 2 (two) months before it is to expired if it is for renewal with enhancement and it has to be initiated from concerned branch of the bank.
Generally Deputy Managing Director/head of credit/SME/Consumer credit. Credit card according to its category are authorized to keep an eye on the new credit request received approved renewal as well as the declined proposals. 

3. Credit Risk Grading (Theoretical Analysis)
3.1 unit wise responsibilities to keep an eye on the credit activities:
Relationship management department of a branch have to keep track of all currently running loan facilities provided on a daily basis and if any unpleasant event occurs they have to take steps to solve that. Relationship management department is also responsible for visiting the business place of credit client in a quarterly basis and they have to prepare a call report and proper documentation is required.
If there is an important client who holds a huge credit amount of the bank then credit risk management department of the corporate office have to visit the client once in a year Banks has to thoroughly follow Bangladesh Bank’s “procedure of loan classification and provisioning” in case of delinquent accounts and the CRM department ensures that it is followed in Branch level. 
Legal and Recovery Department at corporate office is authorized to coordinate and administer the action plan for the non-performing loans to be regained.
3.2.2 Credit Risk Grading 
In order to implement a proper risk grading system Bangladesh Bank has introduced an integrated credit risk grading manual.
Credit risk grading assists banks and financial institutions to measure various risk and depth related with different credit clients. It helps institutions in a integrated manner in selecting their credit portfolio as well as individuals grading of each client.
Before acceptance and approval of credit proposal or as called pre-sanction stage CRG works as a scale for the officials responsible to take decision whether they will lend or not and if they decide to sanction the loan then the amount of loan price of loan ( interest) and credit facility , limits to exposure is also determined based on CRG.
After a loan is sanctioned or as called post sanction stage , bank officials have to decide that how often they will review and renew and the precautions to mitigate and maintaining the risk level  for these also banks  use CRG .
3.2.3 Functions of CRG 
A sound credit risk grading procedure ensures bank’s stability and symbolizes well management of the banks. To assess the credit risk separately and in a aggregated manner a proper grading system needed to measure the level of risk they holds. This information enables bank management and regulators to be more informed and notice any inappropriate trend more easily. A proper credit risk grading system also gives a support through mitigating the risk and optimizing returns.
Risk grading is also important to keep an eye on the obligors, to gather information for internal management information system and evaluate the risk profile of a bank as whole equally provides help for the portfolio management of the bank’s loan and advances continuously.
Banks need a system that assesses all credits in the same standardized approach to measure the standard of each credit holders, the credit structure of the bank, sectors in which loan has been disbursed branch wise or for the whole bank.
3.2.4 Credit risk grading definitions:
A clear definitions of the different categories of credit risk grading is given as follows-
Superior – (sup)-1:
· A credit facility falls under the superior grade if any of the three conditions are fulfilled if the credit facility is fully secured or guaranteed by government or guaranteed by a top tier international bank. 
Good-(GD)-2:
A borrower falls under good category if:
· The borrower has secured repayment ability
· Assets are more liquid and portion of loan is below average 
· The borrower ensures stable earnings that is higher than required
· Borrower has invested sufficient year in the industry and holds relevant portion of the market share
· Borrower has proved his skill and wisdom in this field
· Borrower has provided all documentation as required   
· A top tier local bank has guaranteed the credit facility 
· Risk grade score sheet should score  85 or higher
Acceptable – (ACCEPT)-3:
A credit facility should have below characteristics to fall under Acceptable grade:
· The borrower has positive past records 
· Liquidity, earnings and cash flows are enough 
· The borrower has provided acceptable collateral
· The borrower  has sufficient skill and expertise in that industry
· The borrower has convenient parent /sister concerns to guarantee the loan 
·  Risk grade score sheet should score 75 to 85
Marginal / watch list (MG/WL):4
An obligor falls under marginal category if- 
· The condition of a credit is influences to the obligor the particular industry or the economic environment
· An obligor having higher risk as consequence less liquid assets above average leverage and consistent but small cash flows.
· Obligor fails to earn  any profit 
· The Obligor is consistently fails to meet deadline of installments
· Low account transaction
· The borrower demands more monitoring
· Risk grade score sheet should score 65-74
Special mention –(SM) 5
A credit facility will fall under special mention category if there following criteria exists-  
· There is probability that the obligor may fail if it lacks strong monitoring regarding payback of the loan 
· The obligor lacks  expertize in his / her business such as ( losses, high leverage )
· If there is any signal of getting situation worse credit facilities should be reduced or kept in held
· Risk grade score sheet should score 55-64
Substandard (SS)-6
A borrower may fall under substandard category if there below criteria exists-
· There is lack of confidence that the borrower may not repay the loan due to poor economic scenario
· The poor characteristics of the obligor will keep the whole credit plan endangered
· Substandard credit guidelines should be applied according to BB criteria
· Risk grade score sheet should score 45-54

Doubtful (DF)-7
a creditor that falls under doubtful criteria likely to have below mentioned cha characteristics-
· There is high probability that the loan and the interest amount will not be fully regained
· The obligor cannot be considered as a Bad & Loss until the litigation or liquidation is taken
· Bangladesh bank doubtful criteria should be applied
· Risk grade score sheet should score 35-44
Bad & Loss (BL)-8
A borrower may fall under Bad & Loss category if it has following criteria-
· It has principle and interest due for long period and there is no expectation that the situation will improve
· Chance of recovery is least even after go through of legal procedures 
3.2.5 Key responsibility of CRM of a bank
 The credit proposals received by branch officials are sent to credit risk management department after primary analysis of the potential borrower. Credit risk management department reviews the proposal thoroughly to ensure that all the particulars of the credit application is in order in terms of the application analysis done by the branch officials statement reports.
· Assessing the CRG in order to determine whether to lend or not  to lend , what should be the extent of exposure including  credit structure as well as identifying the various credit
Risk mitigating factors.
· Identifying the level of risk associated with a proposal considering the credit structure and factors that can minimize the risk .Finally to come to the decision whether the proposal to accepted for disbursing the loan. Credit risk grading is measured.
· Credit risk management department has to keep in mind their overall Banks asset condition while taking each decision of disbursing a loan.
· CRM department has to deliver assistance or guidelines to the relationship management regarding credit holder’s information noticed by them, so the relationship management can work with them in harmony.
· CRG department has to hand over the bad & loss category loan to legal recovery department.
· To carry out the responsibilities of a credit executives CRM department make sure that they have proper skill and training.
· CRM department monitors the Banks overall credit policies.
3.3 A theoretical study on credit policy of Bank Asia
3.3.1 Risk Management Approach 
Bank Asia is aimed to not only fulfilling basic requirements as well as in boosting up performance in all sectors .Commercial Banks  requires an advanced and comprehensive risk management approach to play in the banking industry with increasing market share. Its credit policies are well integrated and comply with the requirements. It supports a bank to have a easier monitoring, assessment and strategic planning and mitigating all types of business risk .The Bank ensures its stable business planning through implementing a broad and integrated risk management approach. It engages in a communication in hierarchical approach delegating the power appropriately to maintain their risk management standards strictly.
3.3.2 Influencing Appropriate credit risk management environment:
Credit risk is the most vital risk for any financial institution. It arises when there is          intentional or unintentional failure of a borrower to meet obligations, that directly consequence in the financial loss to the bank or institution, credit risk is related to the direct claims to its borrower through loan and overdraft as well as off balance sheet guarantee, acceptance, L/C etc. Obviously as all other financial institutions loans are the highest source of credit risk
To build and maintain a credit risk management environment the most responsible authorities in bank Asia are board of directors, senior management and credit risk management (CRM) division.
3.3.3 BOD 
Board of directors has to perform the most sophisticated task in managing the credit risk of the bank and approving credit risk strategies and standards according to overall banks strategies and tactics.
1. Taking the most significant decisions regarding credit risk management policies , plans and overall framework
1. Consider banks all types of systematic and unsystematic risks while planning for the credit risk management policies 
1. Limit the banks risk exposure to expected standard and maintain adequate capital
1. Consider past trends in maintaining the credit portfolio standards and provisions for expected credit losses
1. Supervise the risk level influencing for both internal and external stakeholders 
1. Monitors internal audit reviews to keep updated that credit operations are well structured and properly implemented 
1. Scrutinize the credit decisions power that are specially reserved for Board of directors   by CRM policy of the bank article of association or by law
Scrutinize the contents and occurrence of Credit Risk Management report presented to the board 
3.3.4 Senior management
Senior Management is mainly responsible for giving a feasible structure to the board’s strategic plans through policies, processes and guidelines. Senior management keeps in mind that all decision must be parallel with the core values of the bank regarding credit risk management strategies .Senior management works with a view to maintain the credit risk in an acceptable level and the total credit portfolio complies with their policies . 
1) Senior management holds the authority of designing credit policies and administrative strategies giving a structure that is feasible in reality and as well as making sure of their implementation.
2) Senior Management team is also responsible for designing  appropriate and viable reporting system and make them implemented 
3) Surveillance of banks credit portfolio and its combination
4) Building inner control and transparent line of delegation
5) Ensuring that the circulation of credit risk management policies and strategies 
 3.3.5 Credit Risk Management department 
Credit Risk Management (CRM) department is actually accountable for the implementation and justification of the policies or strategies taken by board
1) CRM department has to get engage in direct execution of CRM policies strategies and procedure that are authorized by top management 
2) CRM has to make sure that they are going parallel with their limits. C&LL division under CRM works to maintain a credit portfolio both as accumulated and for individual borrower.
3) CRM needs to make a easy to understand  and transparent standard of the presentation of credit  proposals and giving suggestion to the board for acceptance as credit proposal is the media to get a overview  of credit requirement of borrower ,effective rate of return liability and financial condition, particulars of work sector etc.
4) CRM is responsible for presenting financial covenants rating scale and benchmarks
Besides above mentioned areas these three top headed groups are also works on delegating the credit approval authority properly, setting credit limits for mitigating credit exposure and standard for collateral, risk monitor and its tactics, determining the loan price and other related tasks.
3.3.6 Credit approval process of Bank Asia: 
Board of directors holds the full and final decision of a credit proposal to be approved though a credit proposal has to go through four stages to get finally accepted and all of the stages are crucial to maintain their credit standards. Bank Asia integratedly works for a credit proposal and the journey of a credit proposal towards the departments from bottom to top it’s a complex one.
There are four stages as mentioned above and they are:
I. Proposal origination 
II. Appraisal and processing 
III. Recommendation authority 
IV. Approving authority 
They are described below:
1. Proposal origination: At first customer apply to branch credit committee and they receives credit application from clients. If they consider the customer to be a potential borrower they collect all documents required for making the credit proposal.

Proposal origination
Branch Credit Committee
Loan Applicable
Customer


2. Appraisal and processing: After preparing the credit proposal Branch Credit Committee sends it to client origination team of corporate loan/middle enterprise or CACO/MACO. They prepare more standardized fine-tuned credit proposal and present it to the credit Risk Management dept.
Now the actual process of assessing the proposal starts here CRM department finds out the risks associated with the credit proposal and let client origination team to know about it. After that client orientation team tries to satisfy CRM with risk mitigation attributes associated with the proposal it can be security collateral guarantee or any other means that can bring the risk level to acceptable level and report to CRM. If CRM department is satisfied with it they acknowledge it to client origination team.





Appraisal & processing
Credit Risk Management 
Fine Tuned Proposal
Corporate large loan/Mid Enterprise
Satisfactory
Risk Mitigation
Risk Assessment
Branch Credit Committee
Proposal




















3. Recommending Authority: after getting satisfactory sign from CRM, client originating team presents the proposal in front of corporate office credit committee. 
Then corporate office credit committee scrutinize the proposal and prescribe recommendation about how the credit proposal is to be dealt to Head of Credit (HOC)/ head of business (SME)/ Head of CRM and also to president and managing director and finally the credit proposal is then in front of the Board of Directors to be assessed who holds the authority to give final decision  

Recommending Authority

Corporate office Credit Committee
Proposal
Corporate and large loan/Mid Enterprise 




Recommendation
President and MD



HOC/HOB Executive of CRM
Proposal



BOD/EC of the Board










4. Approving Authority: if the credit proposal is acceptable then HOC/HOB (SME) HOCRM, president and MD and BOD altogether let client origination team know their decision .After that the CCO /MACO acknowledge CRM about the decision and CRM ultimately let Branch credit committee know the decision.

Approving Authority

BOD /EC of the Board

Corporate and Large loan/MID enterprise
Decision
President and MD 


Decision 
HOC/HOB (SMR) HOCRM/Executive of CRM


CRM
Decision

Branch Credit Committee



Customer
 Decision















Regression Analysis

TESTING THE IMPACT OF POCL ON ROI, ROA AND ROE






3.4.1 INTRODUCTION
Almost all of our public and private commercial banks are suffering from the problem of Non-performing loan or classified loan. Non –performing loan or classified loan impacts the profitability and productivity of banks. thus, banks are being less able to earn profit and create work spaces through banking operation which is required for the growth and stability of an economy. Here in this study, Bank Asia is being speculated to find out the impact of POCL (Percentage of classified loan) on its profitability measures – ROI, ROA and ROE.

LALON worked on the same field in Bangladesh and the research paper was published in the International Journal of Economics, Finance and Management Sciences in the year 2015. The researcher presented the report in a narrative manner and tried to find out the importance of CRM- credit risk management practices. Positive sites of executing CRM, obstacles to practice CRM and procedure of CRM were also discussed. There CRM was considered as an integrated term where CRM includes determination, assessment cushioning against any unexpected occurrence and proper speculation of a bank’s credit activities. The research result shows that bank’s profitability is positively related with bank’s enhanced CRM practices. The research was based on secondary data and MS Excel and SPSS software was used for finding out Correlation among POCL and profitability measures. It concludes that proper and well systemized CRM practices can enhance banks profitability. In the article some reasons for poor CRM practices was also mentioned like employers are reluctant to spend money for development of skills, Lack of skill and lack of pro-activeness of employees. Researcher hoped that lessening of these challenges can ensure better performance of CRM consequencing in easier recovery of loan and enhancing profit for the bank.




3.4.2 METHODOLOGY
Annual reports were used to collect the required data thus data are taken from secondary sources. Profitability attributes ROI, ROE and ROA has been collected from annual reports of Bank Asia to test that how much are these variables are influenced by POCL.
Here, simple regression analysis is conducted using MS EXCEL. Co-integration is calculated between POCL-independent variable and ROI, ROE and ROA-dependent variables.
3.4.3 Data for Regression Analysis
	YEAR
	ROI
	ROA
	ROE
	POCL

	2017
	3.45%
	0.76%
	10.21%
	4.38%

	2016
	3.77%
	0.65%
	8.13%
	5.41%

	2015
	7.44%
	1.26%
	14.36%
	4.26%

	2014
	8.82%
	1.28%
	14.09%
	5.31%

	2013
	8.51%
	0.96%
	10.55%
	5.60%

	2012
	5.20%
	0.70%
	7.11%
	5.69%

	2011
	13.98%
	1.72%
	19.61%
	2.72%

	2010
	15.79%
	2.22%
	32.12%
	1.62%

	2009
	18.61%
	2.18%
	32.03%
	1.56%

	2008
	11.75%
	1.87%
	23.00%
	2.68%









3.4.4 REGRESSION RESULTS ON ROI
	SOURCE
	SS
	MS
	Df
	NO of OBS
	10

	Regression
		0.018154
	



	0.018154
	1
	F(1,10)
	24.52335

	Residual
	0.00592
	0.00074
	8
	Prob F
	0.001118

	Total
	0.024076
	
	9
	R-SQUARED
	0.754023

	
	
	
	
	Adj R square
	0.723276

	
	Coefficient 
	St. error
	t-stat
	p-value
	

	Intercept
	0.204609
	0.023311
	8.777
	0.000022
	

	Pocl
	-2.73486
	0.552263
	-4.95211
	0.00111
	



3.4.5 IMPACT OF POCL ON ROI
As The regression analysis tells p>F= 0.001118, so null hypothesis cannot be rejected ,thus POCL has significant negative impact on ROI and here R(-square) =0.754 it indicates that POCL and ROI shares a strong correlation and regression coefficient POCL says 1% increase in POCL will result in 2.7% decrease in ROI . Our data also shows that in most years when POCL increased ROI decreased. So Bank Asia has lower return on investment when the classified loan is higher.






3.4.6 REGRESSION RESULTS ON ROA
	SOURCE
	SS
	MS
	Df
	NO of OBS
	10

	Regression
	0.00028362
	0.00028
	1
	F(1,10)
	51.374

	Residual
	0.000044164
	0.000000552
	8
	Prob F
	0.0000954

	Total
	0.00032778
	
	9
	R-SQUARED
	0.86526

	
	
	
	
	Adj R square
	0.84842

	
	Coefficient 
	St. error
	t-stat
	p-value
	

	Intercept
	0.02701
	0.00201
	13.4173
	0.000000912
	

	Pocl
	-0.34183
	0.4769
	-7.16757
	0.0000954
	



As regression analysis indicates P>F= 0.0000954 thus the null hypothesis cannot be rejected thus POCL has significant negative impact on ROA and here R(-square) =0.8652 it tells that POCL and ROA shares a strong correlation. The regression coefficient here says that for 1% change in POCL, ROA will be inversely changed by .34%.if we look at the data it is shown that Bank Asia earns lower return on asset if POCL is higher obviously a higher POCL indicates that the bank is not getting expected amount of interest and that eventually bring down ROA.







3.4.7 REGRESSION RESULTS ON ROE
	SOURCE
	SS
	MS
	Df
	NO of OBS
	10

	Regression
	0.70107
	0.70107
	1
	F(1,10)
	74.0416

	Residual
	0.007575
	0.000946854
	8
	Prob F
	0.0000257

	Total
	0.077681
	
	9
	R-SQUARED
	0.90249

	
	
	
	
	Adj R square
	0.8903

	
	Coefficient 
	St.error
	t-stat
	p-value
	

	Intercept
	0.382047
	0.026364
	14.4913
	0.000000503
	

	Pocl
	-5.37438
	0.624583
	-8.6047
	0.0000257
	



As regression analysis indicates P>F= 0.0000257 thus the null hypothesis is accepted so POCL has significant negative impact on ROE. Here R(-square) =.902 it indicates that POCL and ROE are strongly correlated and according to regression coefficient  1% increase in POCL will decrease ROE by 5.34%. Above mentioned data set also shows that lower POCL boosts up return on equity.









Chapter 4
Findings & Recommendation 




Findings and Recommendations
As we can see from our study that Bank Asia faces lower profitability when there is a higher POCL. So the recommendations below are focusing only to keep the classified loan to a acceptable level.  Based on experience and knowledge gathered during internship period here is some recommendations that might support Bank Asia Ltd. in order to improve their services regarding credit risk management and these are focusing mainly to credit choices and credit monitoring issues.
· Credit officers should be well trained and skilled to scrutinize credit proposal and to identify manipulation in financial statements.
· Strategies, policies and procedures as well as operational hierarchy need to be continuously monitored and tailored to meet with the market need. 
· Bank Asia should significantly ensure that from top to bottom throughout the hierarchy a motto is established there should not be any compromise of standard while selecting a borrower.
· Bank Asia should not follow a niche or concentrated approach while avoiding bad loan rather there should be a well-diversified credit portfolio encouraging all sector of our business and economy
· Equal emphasize should be given to both pre-sanction investigation and post-sanction monitoring. Monitoring must be done periodically as required.
· For downgraded credit management there should be employed a different workforce with expertise in these field so that they can manage a continuous relationship with client and result repayment in highest possible amount.






Chapter 5
Conclusion






Conclusion 
It’s been nineteen years since Bank Asia Ltd. has started its operation and from its inception till today the common strategy is that the organization continued to follow to prioritize its customers. Bank Asia has been designing its market offerings and standard of their services according to the customers need and market demand. Bank Asia has a wide range of financial services to serve its customers and each year they are introducing services as well. In regards with its credit risk management policies it would be better to avoid conventional policies that are rigid in all the facts related with CRM, it would be wise to develop an environment that is ready to understand the market changes and act accordingly. An easy to understand and feasible operational hierarchy should be implied which is flexible to requirements. A well planned and managed credit portfolio can save the bank to a great extent from the exposure of credit risk. Bank Asia Ltd. is a well-structured organization and its performance has proved the wisdom, dedication and forward looking approach of its management. So we can hope that Bank Asia will be able to manage all its future problems to maintain its position in the top ranked commercial banks of our country.
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Appendix- Abbreviation

1. RMIS = Risk Management Information System.
2. RMD =Risk Management Division.
3. MCB = Muslim Commercial Bank.
4. DSE = Dhaka Stock Exchange.
5. CSE = Chittagong Stock Exchange.
6. BB = Bangladesh Bank.
7. MCR =Minimum Capital Requirement.
8. SME = Small and Medium Enterprise
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