
[bookmark: _GoBack]



An Evaluation of the Credit Management Policy of City Bank Limited







[bookmark: _Toc503301128]Letter of Transmittal
 05April, 2017
Mohammad A.Ashraf
United International University, 
Dhanmondi
Subject: Submission of an Internship Report.
Dear Sir,
I am very pleased to submit you my internship report on “An Evaluation of the Credit Management Policy of City Bank Limited”. It has been a great gratification for me to have the opportunity to apply my academic knowledge in practical field. The theoretical knowledge is of no worth if it is not applied in reality. The report is prepared on the basis of the theoretical and practical learning from the 3-month internship program in City Bank Ltd. (VIP Road Branch).
I tried my level best to put careful effort for the preparation of this report. As an intern it is usual that short comings or flaws may arise and it may lack professionalism in some cases. For any unintentional inadequacy in the report, your sympathetic consideration would be highly appreciated. Furthermore, I will heartily welcome any clarification and suggestion about any view and conception disseminated in the report. I truly appreciate your patience and support.
I sincerely expect that you would be kind enough to accept my report for evaluation and oblige thereby.
Sincerely yours,
Zannatul Moua Moury
ID: 111123281
BBA, United International University



[bookmark: _Toc503301129]Acknowledgement

At the beginning, I would like to express my sincere gratitude to Almighty, the most merciful and beneficial for empowering me to prepare the report within the scheduled time. I also want to thank especially to my internship supervisor Mohammad A.Ashraf, lecturer, Dept of Business Administration , United International University for his inspiring guidelines, valuable suggestion, constructive criticism and constant help throughout the work and in preparation of this report. I would like to thank City Bank Limited for providing me nice academic environment for the successful completion of the program. I express my appreciation to all staff members of City Bank Limited, VIP Road  Branch for providing all the support in the organization. Special thanks go to the respondents, who spared their time generously, and took the trouble of answering my queries and helped me to complete my study.



[bookmark: _Toc503301130]EXECUTIVE SUMMARY
City Bank Limited is a commercial bank and its play a very important role in our country. The bank gives all types of backup of trade, commerce, industry and overall business of our country. With the active support and guidance from the Government, the bank continuously shows an improved performance. Making loans is the principal economic function of banks. City Bank Ltd. is one of the market leaders in lending credit over the last few years. In my report, I mainly try to find credit policy, credit approval process, credit disbursement, and risk grading and credit recovery policy of City Bank Limited. My report is divided into five chapters. In the first chapter, discussed about introduction and other formalities which had to maintain make report a worthy one. The second chapter is concentrated on the profile, services and core performances of City Bank Limited. The third chapter contain about the credit management procedure. Here, summarized Bangladesh Bank guidelines and credit program, credit approval process of City Bank Limited. . In the fourth chapter is concentrated on credit risk assessment of City Bank Limited. The fifth chapter contains findings, recommendations and conclusion of this report and last part contain references and appendix. This study finds that Credit management needs to be a robust process that enables banks to proactively manage loan portfolios in order to minimize losses and earn an acceptable level of return for shareholders.
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[bookmark: _Toc503301134]Background of the study
Banking Plays very significant contribution towards socio-economic development of a country. This sector is considered to be like the life blood the economy as well. And one of the most important components of the financial system it forms the core of the money market and plays very important role in mobilizing resource for productive investment in a country, which in turn contributes to economic development. The efficiency of the sector is very important for overall development of the country. The most important task that is done by a bank is building of capital. That is the key factor of the development of an economy. An industrialized nation's build their industrial sector with the help of banking sector. It is impossible to do foreign trade without the help of bank. Banks provide services that help the business sector a lot to carry on the business.

[bookmark: _Toc503301135]Origin of the report
Any academic course of the study has a great value when it has practical application in the real life. Only a lot theoretical knowledge will be little important unless it is application in the practical life. So we need proper application of our knowledge to get some benefit from our theoretical knowledge to make it more fruitful when engage ourselves in such field to make proper use of our theoretical knowledge in our practical life; only then we come to know about the benefit of the theoretical knowledge. Such an application is made possible through internship. When the theoretical knowledge is obtain from a course of study it is only the half way of the subject matter. Internship implies the full application of the methods of producers through rich acquired knowledge of subject matter can be fruitfully applied in our daily life. Such a procedure of practical application is known as internship. This program as a three credit compulsory course for the business student graduating from United International University As a student I had to complete a three months attachment with any organization. My attachment was with City Bank LTD VIP ROAD Branch and i worked as an intern form September 24, 2017 to January 2018. And that period, I collected information regarding preparing a report on this study will be more significant in my practical life, CREDIT Management policy of City Bank Limited.


[bookmark: _Toc503301136]Research Objectives:
[bookmark: _Toc503301137]Broad objectives:
The broad objectives of the study is to provide me the practical experience and knowledge about banking operation system of the City Bank Limited Especially on Credit risk. On the other hand the use of my theoretical knowledge in practical life and challenge that I have acquired during the academic study at United International University was also a sole purpose of this study.
[bookmark: _Toc503301138]Specific Object:
The general object of the study is to analyze the credit risk of City Bank LTD, VIP road Branch. In specific, the objectives of the study are as follow:
· To give an Overview on City Bank LTD
·  To analyze the Credit Risk of City Bank LTD
· To discuss the services offered by City Bank LTD
[bookmark: _Toc503301139]Significant of the study:
I choose the topic for my internship report is "Credit Policy of City Bank LTD" of City Bank Limited. Because my interest in learn about credit. I will be benefited from this study by practical operations in City Bank LTD. Internship program is essential for every student, especially for the student of business administration. This helps them to know the real life situation. For this reason a student takes the internship program at the last stage of the bachelor's degree, to launch a career with some practical experience. It has helped me a lot to understand the real life situation of banking business.  Study will be implemented in written report that includes all research steps supports by major findings. The report will submitted in due date with providing tables, graph, charts, figures and related information.
[bookmark: _Toc503301140]Scope of the study:
City bank is the one of the leading commercial bank in Bangladesh. The reports cover details about city bank limited (Credit policy of city Bank LTD). It covers the original overview & structure, background of the bank, Basic functions, transaction procedure, customer dealing & performance of the bank. This report covers all the efforts and services provided by City Bank Limited to its elite group of customers. The report also covers the respective account holders-their stature, class and diversity.  
[bookmark: _Toc503301141]Limitations of study:
The paper is only connected to the branch to City Bank and annual report. As this paper only basis of annual report and VIP Road branch, the total scenario is still not clear.
For the restriction of the bank, the number of the customer and transaction is approximately told the concerned employee of the bank.
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[bookmark: _Toc503301143]Overview of banking sector in Bangladesh: 
Since liberation, Bangladesh passed through fragile phases of development 'in the banking sector. The nationalization of banks in the post liberation period was intended to save the institutions and the interest of the depositors. Those handling the banking sector have borne the burden of putting banks on reliable footings. Despite all that was done some elements or irregularities appeared. With the assertion' of the role of the Central Lack, The Bangladesh bank started adopting measures for putting banking institutions on right track. Yet the performance of public sector management of banks left some negative effects in the money market in particular and the economy in general. The agility among the borrowers manipulates the banking sector as a whole. In effect, a default culture appeared on the scene. 
Domestic banks can be divided into four main groups: Nationalized Commercial Banks (NCBs); Private banks established in the early 980s; private banks in established in 1995and private Banks established1999: 
Nationalized Commercial Banks (NCBs) In general terms; NCBs are large, operationally 'inefficient and, technically' insolvent. They are used as vehicles of government directed lending. These banks enjoy an enormous and stable customer deposit base, which provides a cheap source of funding. In addition, most large government related business is routed through these banks.
Private Banks, 1980s, set up to service the sectors not being addressed by the larger NCBs. not subject to state directed lending but have generally suffered from related lending to directors and their extended families. Privet Banks, 1995 - Six new licenses were granted. These are the better managed banks with strong capital base and good asset quality and under a much improved regulatory regime. All the banks clustered in this group have successfully raised1capital from secondary market and all the shares are now traded in the stock exchange at premium. 
New private sector Banks: Ten new banks have been granted licenses over the year 1999. While some bankers complain that the country is over-banked, the more commonly held view, including that of the World Bank, is that there is adequate scope "for these banks to survive given currently untapped gaps in the market, fat in existing interest margins and efficiency service level disparities. 
The word "banking" has been defined to mean the accepting, for the purpose of lending or investment of deposit of money from the, public, repayable on demand, or otherwise, and withdrawal by cheque, draft, order or otherwise. Japan Act of 1927 defines bank as "Institutions which carry on operations of giving as well as receiving credit. 
The man functions of a bank are: 	
• Taking deposit 
• Extending Loans & Advances. 
However the bank is also involved in foreign exchange business and without bank, export-import business would have been impossible. The other functions are: 
• Issue of various forms of credits (Letter of credit/Travelers cheque/credit cards) 
• Acceptance of bill of exchange (for commission) 
• The safe custody of valuables 
• Acting as executors or trustees for customers 
• Furnishing guarantees on behalf of customers and Agency services
[bookmark: _Toc503301144]The city Bank ltd: 
The City Bank Limited is the first private sector Bank in Bangladesh. The City Bank Limited started its business in 1983 (march 27) under the entrepreneurship of twelve prominent & leading businessman of the country with an authorized capital of Taka 20 crore and paid up capital 3.8 crore. The bank has now authorized capital of Taka 1.7 crore arid paid up capital 72 crore with Taka 132 crore as reserves totaling Taka 204 crore "as paid up capital and reserves'. The noble intention behind starting this Bank was to bring about qualitative changes. In the sphere of Banking and Financial management, today the City bank serves its customers at home & abroad with 120 branches spread over the country & about three hundred overseas correspondent covering all the major cities and business center of the world. And 99 are online branches. 
The services encompasses wide diversified areas of trade, commerce & industry which tailored to the specific needs of the customers and are distinguished by an expectation level of prompt and personal attention. Over the years the Bank has expanded the spectrums of its services. The extensive and ever growing domestic network provides and carries various products and services to the doorsteps of 3millions. 
The City Bank Limited has already introduced some new Banking products like duel currency Credit Cards, Online services which has created attraction among the clients. The Bank is going to introduce real time Interest, SMS and Phone Banking Systems with all modem delivery channels at an early date. 
For significant performance, the City Bank has earned City& international recognition. The City Bank Limited was one of the 12 Banks of Bangladesh among the 500 Banks in Asia for itsasset, deposit & profit as evaluated by “ASIA WEEK”. In the Year 2000, Other than that, The City Bank Limited received the “Top Ten Company” award from the Prime Minister of the People’s Republic of Bangladesh. 
Board of Directorate consists of 13 members including Mr. Deen Mohammad as the Chairman and Mr. Abbas Uddin Ahmed as the Managing Director of the Bank.
[bookmark: _Toc503301145]Vision: 
The Financial Supermarket with a Winning Culture Offering Enjoyable Experiences
[bookmark: _Toc503301146]Mission: 
· Offer wide array of products and services that differentiate and excite all customer segments. 
· Be the “Employer of choice” by offering an environment where people excel and leaders are created. 
· Continuously challenge processes and platforms to enhance effectiveness and efficiency. 
· Promote innovation and automation with a view to guaranteeing and enhancing excellence in service. 
· Ensure respect for community, good governance and compliance in everything. 




[bookmark: _Toc503301147]Values: 
· Result Driven 
·  Accountable & Transparent 
·  Courageous & Respectful 
·  Engaged & Inspired 
·  Focused on Customer Delight 
[bookmark: _Toc503301148]Corporate Information at A glance
	Name of the Company 
	The City Bank Limited 

	Address 
	City Bank Center.136, Gulshan Avenue, Gulshan2, Dhaka 1212 

	Legal Form 
	Public Limited Company 

	Corporate Slogan 
	Making sense of Money 

	Date of Incorporation 
	March 14,1983 

	Formal Inauguration 
	March 27,1983 

	Purpose Banking 
	To run banking business under the umbrella of Company Act 1994 Banking 

	Chairmen of the Board 
	Mr. Mohammad Shoeb

	Name of Managing director & CEO 
	Sohail R.K. Hussain 

	Authorized Capital 
	10000.00 million 

	Paid up Capital 
	TK. 8757.98 million 

	Reserve 
	TK. 151162.3 million 

	Total Asset 
	TK. 214,840,418,493 

	Net Profit 
	Tk. 3,578,882,069 


[bookmark: _Toc502531865][bookmark: _Toc503306164]Table 1: Corporate Information


[bookmark: _Toc503301149]OPERATIONAL PROCESS & PRODUCTS OF CITY BANK LIMITED:
As a financial institution, The City Bank LTD serves General facilities, Credit and Advances facilities as well as Foreign Exchange facilities. By this way we can say that banking service of the CBL is served by the three departments. Those are:
1. General Banking Department
2. Loan and Advance Department
3. Foreign exchange Department
[bookmark: _Toc503301150]PRODUCTS OF CREDIT DIVISION:
There are many types of loan in City Bank, which takes customers to fulfill their needs, such as 
a) Retail Loan- Moat types of loan processing from here. These are:
· City express
· City solution
· City drive
· City credit card
· City scholar
· City Double Loan
b) Corporate Loan= Big company or Organization are including here.
c) SME Loan=Small/Medium entrepreneurs are including here.
[bookmark: _Toc503301151]CREDIT POLICY & PRACTICE:
· Loan amount Local Classic/silver Card BDT 1000-BDT 49000 
· Local Gold Card BDT 50000-BDT 500000
· Dual Classic/ silver Card BDT 10000-BDT 49999+ ,U$100-U$1999
· Dual Gold Card BDT 50000-DT 500000+ ,U$ 1000-U$ 3000




Table- Credit policies & practices for City Express:
	Loan Amount 
	90% of FDR amount

	Rate of Interest
	3% added with FDR interest rate (FDR interest+3%)

	Guarantee
	Customer FDR is treated as Guarantee 

	Target customer
	Who have FDR in this bank


[bookmark: _Toc503306165]Table 2: Credit policies & practices for City express
Table- Credit Policies & Practices for City Solution:
	Loan Amount
	Minimum TK 50,000/- and Maximum TK 10 Lac or 12 time of Gross monthly income, whichever is lower. Category wise income multiplier will apply.

	Target Customer
	Salaried executives professionals like doctor, Architects, Engineers, chartered accountants, Consultant, IT Professionals and Business person. 

	Rate Of Interest
	18%

	Processing Fee
	1% of loan amount

	Personal Guarantee required
	Yes, One personal guarantee is required.


[bookmark: _Toc503306166]Table 3: Credit policies and practice for city solution






Table- Credit Policies & Practices for City Drive:
	Loan Amount
	Minimum TK 50,000/- and Maximum TK 10 Lac or 12 time of Gross monthly income, whichever is lower. Category wise income multiplier will apply.

	Minimum Monthly Income
	Minimum DT 30,000/- per month

	Rate of Interest
	18%

	Processing Fee
	1% of loan amount

	Target Customer
	Salaried executives professionals like doctor, Architects, Engineers , chartered accountants, Consultant , IT Professionals and Business person.

	Personal Guarantee Required
	Yes, One personal guarantee is required.


[bookmark: _Toc503306167]Table 4: Credit policies and practices for city drive
[bookmark: _Toc503301152]Identification and Documentation of loan:
[bookmark: _Toc503301153] City Solution:
· Passport or Voter identity or driver license or employee ID or Nationality or ward Commissioner's Certificate with photo attachment.
· Photograph and business card
· Bank statement for 6 months 
· Any document showing TIN
· Letter of introduction (LOI) for salaried executives or salary slip, if it covers the major information of LOI.
· Trade license/MOA for business person
· Copy of house ownership and rent agreement for landlord and landlady.



[bookmark: _Toc503301154] City Drive: 
· Passport or Voter identity or driver license or employee ID or Nationality or ward Commissioner's Certificate with photo attachment.
· Photograph and business card
· Bank statement for 6 months 
· Any document showing TIN
· Letter of introduction (LOI) for salaried executives or salary slip, if it covers the major information of LOI.
· Trade license/MOA for business person
· Rent or lease agreement of house / Property (if applicable)
[bookmark: _Toc503301155] City Drive:
· Firstly he must open any FDR in this bank and FDR Document Treated as City Express document. Such as-
· Passport or Voter identity or driver license or employee ID or Nationality or ward Commissioner's Certificate with photo attachment.
· Trade license/MOA for business person
· Recent color photograph and business card
· Any document showing TIN
· 1 copy photo of nominee
[bookmark: _Toc503301156]City Credit Card:
Table- Identification and Documentation of loan for City Credit Card:
	Salaried 
	

	Salaried 
	Salary Certificate/LOI/ pay -slip signed by branch managers/manager accounts/ HR/Admin/Finance/ or any other authority acceptable to CBL.


[bookmark: _Toc503306168]Table 5: Identification & Documentation of loan for city credit card

[bookmark: _Toc503301157] City Scholar:
City scholar is a unique education loan offered to fund higher studies not only in Bangladesh but also in abroad. It offers up to 95% of you fixed deposit value as student loan or up to TK 10 Lac on purely collateral-free basis.
· One valid passport copy of applicant and student(for study abroad)/ Driving license/ Voter ID
· Copy of college /university admission paper and proof of formal acceptance by student along with other documents (for abroad)
· 2 copies of photograph of the applicant and 1 copy photo graph of the guarantor (if availing unsecured loan portion)
· Business card (if any), copy of TIN related documents( TIN certificate is not mandatory)
· Letter of Introduction(in case of salaried person) as per city bank format or salary slip if that covers the major information of LOI
· Bank statement for last 3 months for salaried person and 6 months for professionals/ Business man for unsecured loans 
[bookmark: _Toc503301158]City Double Loan:
City  Double loan is a unique loan facility where you fixed deposit in City Bank or in any other financial institution will now allow you to avail two loans at the same time from us-one as overdraft (up to 95% of FD value) and  other as an EMI loan (up to TK 10 Lac).
Minimum Income:
	Category
	Requirement

	Salaried Executives
	Minimum TK 15,000/- per month

	Self-employed professionals like doctors, engineers and architects
	Minimum TK 25,000/- per month

	Business person, land lord and other income individuals
	Minimum TK 30,000/- per month


[bookmark: _Toc503306169]Table 6: Minimum Income

· City Bank fixed deposit
· City Bank's deposit scheme of minimum 2 years maturity attained
· Wage earner Development Bond/FDR of other eligible banks and financial institution 
· Passport / City Identity /Driver's License/ Ward commissioner's certificate with photo attached
· 2 copies of photograph of the applicant and 1 copy photo graph of the guarantor (if availing unsecured loan portion)
· Business card ( if any)
· Bank statement for last 6 months
· Any document showing TIN
· Trade license/Memorandum of Association /Partnership deed for businessman
· Letter of Introduction (in case of salaried person) as per city bank format or salary slip if that covers the major information of LOI.
[bookmark: _Toc503301159]Securities /Guarantee:
[bookmark: _Toc503301160] City Solution: 
One personal guarantee will required availing city solution

Eligibility of Guarantor:
· Any salaried executive deemed acceptable to CBL or
· Professionals (Doctors, Chartered Accountants, and Engineers etc) deemed acceptable to CBL or
· Reputed Businessmen deemed acceptable to CBL
· A guarantor can provide personal guarantee not exiting maximum exposure of the product ceiling
· CBL staff cannot give guarantee against City Solution
Required Guarantor's Documents:
· Any document showing TIN
· Photograph and business card
[bookmark: _Toc503301161] City Drive: 
One personal guarantee is required from any of the following individuals.

Eligibility of Guarantor:
· Spouse or blood relative ( Parents, siblings)
· Any salaried executive deemed acceptable to CBL or
· Professionals (Doctors, Chartered Accountants, and Engineers etc)
· Reputed Businessmen deemed acceptable to CBL
· A guarantor can provide personal guarantee not exiting maximum exposure of the product ceiling and creditability
· CBL staff cannot give guarantee against any retail loan
Required Guarantor's Documents:
· Any document showing TIN. In case spouse and blood relative, TIN will not required
· Photograph
[bookmark: _Toc503301162] City Express: 
Customer FDR which deposited in this bank, is treated as his/her securities/Guarantee. In addition, he/ she can takes as loan 90% of FDR amount.
[bookmark: _Toc503301163]City Credit Card: 
No guarantor is required, only a reference is required.
[bookmark: _Toc503301164]Credit Information:
[bookmark: _Toc503301165]City Solution:
Features:
· Loan amount ranting from TK 50,000 to TK 10,00,000
· Loan tenor 12 to 60 months
· No guarantor required for the loan amount up to TK 3 Lac
· No hidden Charges 
· Competitive interest rate
· Processing fee 1.5%

Eligibility:
· Age:22 to 60 years
· Experience: Salaried executive total 1 year including 6 months with current employer, Business person 2 years and professional 1 years
· Minimum monthly income: Salaried executive TK 15,000, self-employed TK 25,000 and business person TK 30,000 
[bookmark: _Toc503301166]City Drive:
Features:
· Loan amount ranging from TK 3,00,000 to TK 20,00,000
· Car financing up to 90% of reconditioned or new vehicle price
· Lower interest rate & up to 100% financing for loan against cash security
· Loan tenor 12 to 60 months
· No hidden charges
· Loan processing fee 1% of loan amount
Eligibility:
· Age:22 to 60 years
· Experience: 1 year for business person, and also 1 year for salaried person including 6 months with current employer
· Monthly Income: Minimum TK 30,000
[bookmark: _Toc503301167]CBL Credit Card
Features: Some important features are given below:
· Interest Free Days : Minimum 15 & maximum 45 days
· CBL Dual  currency 'City Card' is accepted all over the world
· Balance transfer
· Flexi-pay/installment payment
· Lower annual/Renewal fee
· Inter City Mobile Roaming
· Supplementary card
· Internet transaction
· Immediate cash Advance
· Auto debit Facility
· Convenient payment option
· E-statement
·  Global Emergency Assistance Service
· Self-set Limit
· Limited lost card liability
Eligibility:
· Age: Primary Card-18 to 60 years
· Supplementary-18 to 60 years
· Target market
· Salaried Executive
· Self-employed
Minimum Monthly Income:
· For silver/Classic City Card : BDT 12,000
· For Gold City card: BDT 30,000
Citizenship: The applied Card Holder must be a Bangladeshi or non-Bangladeshi holding a valid work permit with prior approval from Bangladesh Bank.
[bookmark: _Toc503301168]City Express:
Features:
· Loan amount ranging up to 90%-95%  of FDR
· Lower interest rate only 3%
· No guarantor required for the loan amount
· No hidden charges
· Competitive interest rate
Eligibility:
Everyone can take this loan, whose have any FDR in this bank.
[bookmark: _Toc503301169]City Scholar
Features:
· Secured overdraft facility-value can be up to 95% of the security deposit.
· unsecured facility-loan amount up to TK 10 Lac
· Secured Equal Monthly installments Facility-Loan amount up to 95% of the security deposit.
· Quick Processing time
· Interest rate lower than other competitive products
· Students file service facility
Eligibility:
· This education loan is designed to meet any type of educational financial need of a student. Any credit worthy Individual can avail this loan facility for his/her off spring or for himself /herself.
[bookmark: _Toc503301170]City Double Loan:
Features:
· Fully secured Loan in the for up to 95%of FD value
· Unsecured loan for up to TK 10 Lac payable in equal monthly installments(tenor ranging from 12 to 60 months)
· Zero processing fee the overdraft facility
· Interest rate lower than other competitive products.
Eligibility:
Any credit worthy individuals like, salaried executives, professionals like doctors, architects, engineers, chartered accountants, consultants, IT professionals and business persons etc can apply for this loan.

[bookmark: _Toc503301171]Management Hierarchy of City Bank:
The managing director heads the management team to City Bank Limited. several management committees have been formed to handle the banking operation and identifying and managing risk. Bangladesh bank's instruction "BASEL II" implementation team was formed which will be responsible for proper implementation of BASEL II capital adequacy guidelines in the bank.
[bookmark: _Toc503306146]Figure 1: Management Hierarchy of City Bank
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[bookmark: _Toc503301172]METHODOLOGY


[bookmark: _Toc503301173]Methodology of The study:
At the time of my internship period, I tried to use both primary and secondary data that I have gathered from different sources. For preparing the report primarily I got some data from face to face conversation of different employees of CBL VIP Road branch and some I got from different reports and features of the bank. Sometime I have under gone group discussion, asked some questions to the officers .I observed different parties and their transaction from a very close eye. All this observation data are included in this report.
[bookmark: _Toc503301174]Sources of Data
These sources are as follows:
[bookmark: _Toc503301175]Primary Source:
a) Some primary data are collected by talking with the employee and by discussion with the executives and officers.
b)Here primary data are collected through spending three month in the CBL During the working hour. Here I observed the total banking process of CBL.
[bookmark: _Toc503301176]Secondary Source:
Secondary data are collected from the following sources:
a) Annual report of CBL.
b) Published documents
c) Official files
d) Data available with the website of CBL
e) Different publication of Bangladesh bank and economic review.
f) Various files, balance sheet and various documents.
[bookmark: _Toc503301177]Definition Credit
The word credit comes from the Latin words "Credo" meaning "I believe". IT is a lender's trust in a person's/Firm's/or company's ability and intention to repay. In other words, credit is the ability to command goods or services of another in return for promise to pay such goods or services at some specified time in the future.
In banking terminology, credit refers to the loans and advance made by the bank to its customers or borrowers. Bank credit is a credit by which a person who has given the required security to a bank has liberty to draw to a certain agreed upon. It is an agreement for deferred payment of a loan or purchase.
[bookmark: _Toc503301178]Credit Management:
Banks are major financial institution, which coordination between borrowers and lender. They mobilize funds from one group of people at low rate and lend the same to other groups of people at the highest rate of return to maximized profit. Credit management in banking is mainly liable to its concerned authority. At any cost they have to bind to keep its funds in safety and returnable
With maximum profit from the investment. Credit management involves an effective processing of the entire loan transaction, proper evaluation of credit risk, accurate documentation of the loan, security agreements and systematic monitoring of the process of the loan that will help to minimize loan defaults.
[bookmark: _Toc503301179]Objectives of Credit management: 
· To provide service in special sector
· To ensure profit maximization of the bank 
· To provide adequate liquidity and cash
· To manage the loan and investment portfolios in the best possible manner so as to ensure profitability
· To maintain reserve for contingencies
· To minimize loan defaults









[bookmark: _Toc503301180]Credit mechanism in bank in flow chart:

[bookmark: _Toc503306147]Figure 2: Credit mechanism in Bank in flow chart
Get Information
There to invest in financial markets?
Cash cheque makes deposit get money order?
There for a Loan?
Arrive at bank
Exit Bank
See investment officer
Large or Small Loan?
See Teller
Fill out Form
See Loan Officer
Fill out Form
Exit bank
Exit bank
Loan Granted
See Teller
Sign Contract
Exit bank
Loan granted
Exit bank
Exit bank
See teller
Exit bank

[bookmark: _Toc503301181]Guidelines by Bangladesh Bank:
[bookmark: _Toc503301182]Policy Guidelines:
This section details fundamental credit risk management policies that are recommended for adoption by all banks in Bangladesh. The Guidelines contained herein outline general principles that are designed to govern the implementation of more detailed lending procedures and risk grading system within individual banks.
i. Lending Guidelines:
Every bank should have established Credit policies (Lending Guidelines). The Lending Guidelines should provide the key foundation for account officers/ relationship managers (RM) to formulate their recommendations for approval, and should include the following: 
· Industry and Business segments focus
· Types of Loan facilities
· Single borrower/Group Limits/Syndication 
· Lending Caps
· Discouraged Business Types
· Loan Facility Parameters
· Cross Border Risk
ii. Credit Assessment:
Credit application should summaries the result of the risk assessment and include, as a minimum, for the following details:
· Amount and type of loan proposed.
· Purpose of loans
· Loan structure(Tenor, Covenants, Repayment Schedule, Interest)
· Security Arrangements




iii. Credit Risk Grading:
The credit risk grading (CRG) is collective definition based on the pre-specified scale and reflects the understanding credit-risk for a given exposure.
	Grading
	Short Name
	Number

	Superior-Low Risk
	SUP
	1

	Good-Satisfactory Risk
	GD
	2

	Acceptable-Fair Risk
	ACCPT
	3

	Marginal/Watch list
	MG/WL
	4

	Special Mention
	AM
	5

	Sub Standard
	SS
	6

	Doubtful and Bad(non-performing)
	DF
	7

	Bad & Loss(non-performing)
	BL
	8


[bookmark: _Toc503306170]Table 7: Credit Risk grading
iv. Policy on Loan Classification:
Irrespective of credit score obtain by particular obligor, grading of the classification names should be in line with Bangladesh Bank guidelines on classified accounts, Which is extracted from PRUDENTIAL REGULATORS FOR BANKS: SELECTED ISSUES" by Bangladesh bank are presently as follows:
Basis for Loan Classification:
a) Objective Criteria:
	Types
	Objective Criteria
	Status

	Continuous Loan
	Overdue period for
	

	
	Less than 90 days
	Standard

	
	90 days or more but less than 6 months
	Special Mention Account

	
	6 months to less than 9 months
	Sub Slandered

	
	9 months to less than 12 months
	Doubtful

	
	12 months or above
	Bad Loan

	Demand Loan
	Overdue period for
	

	
	Less than 90 days
	Standard

	
	90 days or more but less than 6 months
	Special Mention Account 

	
	6 months to less than 9 months
	Sub Standard

	
	9 months to less than 12
	Doubtful

	
	12 months or above
	Bad Loan

	Fixed term loan period up to 5 years

	If the amount of default installment is equal to or more than the amount of installments due within.
	

	
	Less than 90 days
	Standard

	
	90 days or more but less than 6 months
	Special Mention Account 

	
	6 months to less than 9 months
	Sub Standard

	
	9 months to less than 12
	Doubtful

	
	12 months or above
	Bad Loan

	Short -term agricultural credit and microcredit 
	Overdue period for
	

	
	Less than 90 days
	Standard

	
	90 days or more but less than 6 months
	Special Mention Account 

	
	6 months to less than 9 months
	Sub Standard

	
	9 months to less than 12
	Doubtful

	
	12 months or above
	Bad Loan

	Fixed term loan period more than 5 years

	If the amount of default installment is equal to or more than the amount of installments due within.
	

	
	Less than 90 days
	Standard

	
	90 days or more but less than 6 months
	Special Mention Account 

	
	6 months to less than 9 months
	Sub Standard

	
	9 months to less than 12
	Doubtful

	
	12 months or above
	Bad Loan


[bookmark: _Toc503306171]Table 8: Basis for Loan classification (objective criteria)
b) Qualitative Judgment:
If any uncertainty is raised in relation to cover the particular loan, Demand loan of Permanent term loan it will be classified based on qualitative ration or not based on the consideration.
I conditional change are extended to the extent of loan, the transaction will be classified as the capital of the transaction or if the debtor's capital becomes impaired due to the opposite conditions or if the price of security decreases due to any other reason for the restitution of the loan, the quality will be classified according to the quantity. 
v. policy on Loan provisioning
The provision ingrates as Bangladesh Banks are followed:
	
	Business unite
	Rates of Provision

	
	
	UC
	SMA
	SS
	DF
	BL

	Consumer Financing
	House Building & Professional 
	2%
	5%
	20%
	50%
	100%

	
	Other than House Building & professional
	5%
	5%
	20%
	50%
	100%

	
	Small & Medium Enterprise
	1%
	5%
	20%
	50%
	100%

	
	BHs/MBs/SDs against share
	2%
	5%
	20%
	50%
	100%

	
	All others
	1%
	5%
	20%
	50%
	100%


[bookmark: _Toc503306172]Table 9: Policy loan provisioning


[bookmark: _Toc503301183]Procedural Guidelines:
This section outlines of the main procedures that are needed to ensure compliance with the policies contained in section 1.0 of these guidelines.
I. Approval Process:
· Application forwarded for approved/decline to Zonal Office.
· Recommend decision according to approved authority to recommend the branch. To report authorization in the approved months in the Zonal Officer, the monthly summary of the JDCO approval should be sent to HOC 10% ZCO approvals should be reviewed for compliance with creditor’s guidelines and bank policies.
· ZCO support and Head Corporate Banking (HOBC) or representative for approval and for credit approval (HOC) or forward for recommendations.
· Decision based on the decision of the authorities approved  by HOC JDCO
· HOC and HOCB assist and forward the managing director.
· Managing Director provides advice according to the decision of the authority given by HOC and HOCB.
· Managing director EC/ Board officer proposal
· EC/boards advise HOC and HOCB decision.

II. Credit Monitoring
In order to reduce the loss of debt, the monitoring procedures should be in a condition that provides initial instructions for the financial health of the borrower. At a minimum,system has to be in place to report the following exception to relevant executives in CRM and RM team.  
· .Previous payment principle or interest , specific tread bill of past, Account extraction, and breach of loan agreement
· Monitored the terms of the loan, the financial statement is received in regular basis, and breach of the contract or the expectations for the follow up is mentioned to the CRM and RM team.
· Timely corrective action is taken for the results of an internal, external or regulatory inspection/audit.
· All borrowers’ relation /Loan facilities are reviewed and approved through the submission of at least annual credit application.
· Computer systems will be able to create the above information for loan review as well as the central main office. Where automated system are not available. 
· Must have production capacity to report the correct expectation to manual process.
III. Credit Recovery:
The Recovery Unit's primary functions are:
· Set account action plan/ recovery strategy
· Follow all the options for recovery, So that customers are eligible for liquidation.
· Accurate and timely loan loss arrangements are ensured based on actual expected loss.
[bookmark: _Toc503301184]Credit Risk Management -Brief Description of the system
A compressive and accurate evaluation of the risk of each credit proposal of the bank is mandatory. An offer can be placed before authorizing an analysis without analyzing an analysis. For the full tenure of the advance, the credit worthiness of the bank , continuity, adequacy, security expansion, all regulatory/ legal process, all the terms of the documentation and the continuation of a continuous supervision on the bank is called . The credit risk manager /RM's absolute responsibility is to ensure that all required document collected before submitting for the proposed approval. Where the loan/advance/credit facility is provided against the payment of third party guarantee, the guarantors must have the same credit assessment made of the original creditor.CBL performs the following steps in credit risk management division:
· Loan administration
· Loan disbursement
· Project evaluation
· Processing and approving credit proposals of the branches
· Documentation, CBL report etc.
· Arranging different credit facilities
· Providing related statements to the Bangladesh Bank and others departments.
[bookmark: _Toc503301185]Credit management Process of City Bank

[bookmark: _Toc503306148]Figure 3: Credit management process of City Bank LTD
[bookmark: _Toc503301186]Credit Risk Grading:
Better managed credit risk zero system keep the banks security and fidelity through marking informed decisions. Grading system measure credit risk and separate credit and credit group of separated by their risk. It allows bank management and testers to monitor risk patterns and monitor trends. The process allows the management of risk management to optimize the bank's operations.
[bookmark: _Toc503301187]Use of credit risk grading:
· Credit risk grading matrices can apply for the application of monetary standards to credit, which can ensure general anxiety, a unit credit portfolio, Business line, branch or bank's full evaluation.
· Clearly, the CRG output will be relevant for the selection of separate credit, in which a borrower or a certain exposure/facility is offered. Other decision value and credit facilities will be related to specific features. This will basically be composed of the negation level analysis.
· Risk grade reporting is also relevant for monitoring and internal MIS and overall risk statistics of the bank. It is also relevant for portfolio level analysis.
[bookmark: _Toc503301188]Number and short Name of grades used in the CRG:
The CRG scale consists of 8 categories with short names and numbers are provided as follows:
	Grading
	Short Name
	Number

	Superior
	SUP
	1

	Good
	GD
	2

	Acceptable
	ACCPT
	3

	Marginal/Watch list
	MG/WL
	4

	Special Mention
	SM
	5

	Sub standard
	SS
	6

	Doubtful
	DF
	7

	Bad and loss
	BL
	8


[bookmark: _Toc503306173]Table 10: Number and Short Name of grades used in the CRG

[bookmark: _Toc503301189]Credit Principles/Principle of Lending:
Banks are a profit based organization for which a bank can earn its income by investing its funds. At the same time the banks run the default risk of reconsideration. For example: Banks have to follow some basic principles of debt. These policies are:
Know your Customer:
Know your customer (KYC) the more important guideline for providing credit facility to potential bank borrowers of City Bank Limited following this policy, the banks helps the banks to avoid the criminalization or criminal offenses and the criminality of the criminals.
Safety:
Safety depends first upon the security and its value offered by the borrower and willingness of the borrower to repay the loan with interest.
Liquidity:
It refers to the ability to cash in a short time to compensate for the loss of a property and to meet the needs of depositors of cash.
Profitability
City bank Limited should use its funds in such a way that they will bring enough return of the bank, which should be more than the funds expenditure.
Purpose:
City banks should be productive for the purpose of providing loans so that the money is not safe only, but it provides specific sources of review.
Spread:
It refers to the diversification of the advance so far. City Bank Limited can maintain sufficient margins in its distributed debt, but recently the Bangladesh bank imposed a ban on the rate of interest and complied with the Bangladesh bank's policy guidelines, City Bank Limited reduced its loan rate.
[bookmark: _Toc503301190]Credit Supervision and Monitoring Techniques in the City Bank Limited:
Transaction has always been involved in such risk before. The primary and most important risk associated with the loan is the default risk or the borrower to pay the debt with interest. Effective supervision and monitoring of resources for pre-approval and post approval levels or ongoing credit for maintaining loan assets from City Bank Limited. Among the simplest words, Continuous scrutiny of the supervision and supervision of the loan and the willingness to reconsider the loan based on the borrower, its business valuation, and some predetermined behaviors. City Bank Limited credits monitoring -The following Points are includes:
· To prevent loan classification
· To withdraw finds flow
· Confirm compliance with the teams 
· To respond to borrowers
· Take corrective steps on a particular loan
·  Credit administration as a tool for credit monitoring
· All security documentation complies with approval terms and to make it effective for it to be effective.
· After full filling all the approval conditions and all the security documentation is available, the delivery of debt will be controlled.
· Maintain control overall security documentation.
· Observe borrowers consent with contracts and agreed agreement and conditions, and general monitoring of account management/performance.
· In order to reduce debt transactions, monitoring methods and procedures should be in condition that provides primary signals to the financial health of the debtor suffering.
· Previous principle or payment of interest, past specific tread bills, accounts extraction and breach of loan agreement.
· The termed of the loan are monitored, financial statements are received on a regular basis and any contravention or exceptions are required on time.
· A timely corrective action is taken for the result of an internal, external or regulatory inspection/ audit.
· An early warning account which is risk or feasibility; An element needs to focus on the weakness of the nature, supervision, or close attention by management.
· Along with regular contact with buyers will increase the likelihood of mutually acceptable strategies for both the customer and the bank.
· Define account action plan recovery strategy.
· Ensuring adequate and timely credit loss measures based on actual and expected losses.
· Regular review of bad accounts.
[bookmark: _Toc503301191]Risk Grading As a Tool of Credit Monitoring:
Management should determine the risk profile of the borrower to manage the risk associated with account management, structure and pricing. Risk description is the main measure of the quality of a bank's asset, and for example, a robust process of grading. All facilities should be assigned a risk grade. It is acknowledge that banks may have more of less risky grade. However the scheduled risk grade should be appropriate to monitor monitoring and account management.
Table-Risk Rating Grading Definition
	Risk -Rating
	Grade
	Definition

	i) Superior- Low Risk
	1
	Facilities are fully secured by cash deposits, government bonds or a counter guarantee from a top tire international bank.

	ii) Good-Satisfactory Risk
	2
	The repayment capacity of the borrower is strong. The borrower should have excellent liquidity and low advantage. The company should demonstrate consistently strong earning cash flow.

	iii) Acceptable- Fair Risk
	3
	Adequate financial condition through may not be able to sustain any major or continued be able to sustain any major or continued setbacks, But should be still demonstrate consistent earnings. cash flow and have a good record of accomplishment.

	iv) Marginal-watch list
	4
	Grade 4 assets warrant great attention due to conditions affecting the borrower, the industry or the economic environment. These borrowers have an above average risk due to strained liquidity, higher than normal advantage, their cash flow or inconsistent earnings. 

	v) Special Mention
	5
	In this, grade assets have potential weaknesses that deserve management's close attention. If left uncorrected, these weaknesses may result in a deteriorating of the repayment prospects of the borrower.

	Vi) Substandard
	6
	Financial condition is weak and capacity or inclination to repay is in doubt. These weaknesses jeopardize the full settlement of loans. Still may not be considered non performing as the correction of the deficiencies may result in an improved interest can still be taken into profits.

	vii) Doubtful and Bad (Non performing)
	
	


[bookmark: _Toc503306174]Table 11: Risk rating grading
Payment of principal and interest is impossible and the probability of losses is very high. However, due to especially identifiable permanent issues, such as lawsuits, availability process or capital injection, property is still not classified as losers. All advantages must be proportionate to the loss of loan against the estimated amount of money. Damage non performing 8 there is no progress or restoration of the restitution or restoration of the wind with the long term assets of under the department. The prospect of recovery has been followed by legal alternatives. Expected income from liquidation or security earnings may be expected. The continuity of the loan as the banking assets was not maintained and should be paid for the expected losses.













[bookmark: _Toc503301192]CREDIT RISK


[bookmark: _Toc503301193]Credit risk Assessment:
A thorough credit and risk assessment will be done for all types of debt proposals. This assessment result will be raised from the Credit risk management / Relationship Manager (RM) and the credit committee/ management director/ Executive committee of the Executive committee. The credit research manager/RM will be held responsible for ensuring the accuracy of the proposal submitted for full credit application /approval. Credit risk manager/RM should be familiar with the bank's loan guidelines and should be considered in line with the policy guidelines, new borrowers, principals and guarantors.
Credit Assessment should be summarized at risk managers/RM evaluation results and as the following, the following statements should include:
· Proposed loan amount and type of proposed loan 
· The purpose of the loan
· Financial analysis results
· Loan structure(Tenor, contract, payment certificate, interest)
· Security measures
[bookmark: _Toc503301194]KYC:
The credit research manager/ RM must be informed by their clients and the new borrowers, Principals and grantors should be able to manage the appropriate activities so that these parties actually represent themselves, such as know your customer(KYC).
The customer relationship will be established by opening the bank-CD/STD/SB account. Proper introduction, Photographs of accounts holders/signatories, passports, trade licenses, memorandum and company articles, integration certificates, business start-up certificates, director lists, resolution etc. This means that all the necessary documents are provided by the bank's policy and regulatory requirements while opening the account. There is statement about the estimated transaction on the account while opening account. Information-business pattern, nature of business, business volume etc. Any suspicious transaction will be timely verified must be used properly by the Bangladesh bank and must be properly accepted on the instructions of the bank management.

[bookmark: _Toc503301195]Basic of Credit Risk 
The following risk areas shall be considered for analyzing credit proposal;
· Borrower analysis:
Most shareholders, management teams and groups of affiliate organizations will be evaluated. Any problem related to lack of management depth, complex ownership structure or inter-group transaction will be resolved, and risk will be reduced.
· Industry analysis:
The main risk factors of the borrower industry will be assessed. Some related to the position of the borrower in the industry, the competitiveness of the supply gap will be tackled and the borrower's kinship and weakness (SWOT analysis) will be identified compared to the competition. 
Credit Research Manager/RM Bangladesh bank /Public reporters/Newspaper/Journals etc. can collect data from the book economic trends of the year.
· Suppliers/Buyers analysis/Market Risk:
The density of a customer or supplier will be mentioned, because this can have a significant impact on the future functioning of the borrower.
· Market Risk:
Current market information is obtained to identify the market share of the customers/borrowers in the market.
· Technological Risk:
Produced product must be technologically sustainable. Whether the application of technology has been updated. Understanding the product's stage in its life cycle. The technical aspects of the product must of course be mentioned. Credit risk manager/RM should be satisfied with the technical risk and factors, which are related to the products.


· Financial Analysis:
The financial statements of the borrower should be given a minimum of 3 years detailed analysis. Where there is dependency on the guarantor company, the guarantor's financial statement should also analyze. Analysis of cash flows and balance of the borrower should deal with strength and duality of sheet power. In particular cash flow leverage and profit must be analyzed. In this regard, the credit risk manager /RM must consider the condition of the chartered accountant firm.
 Where the term benefits are proposed, future borrower's projects are expected, it refers to the analysis of cash flow in relation. Loans will not be given due to inadequate cash flow for the reinstatement of loans. Chances of cost enhanced and sensitivity analysis will be done in this regard.
· Account Conduct:
For existing borrowers, historical actions will be performed while refunding liability*(trade, payment, check etc.)In this regard, credit research manager/RM account can look at exchange rates such credit summary/credit limit/maximum debt balance/maximum credit balance. Debit entry/No credit entry in the last three years. 
· Adherence to lending guidelines:
Credit applications/ assessments must be in line with the bank's credit guidelines. It is necessary to specify clear weather the application/offer is consistent with the bank's credit policy guidelines.
· Interest rate risk:
Based on the different types of risk, the interest rate should be determined which are the type of business, such as liquid risk, product risk, equity risk and the risk of credit risk. Interest rate also comes from interest rate movements in the market. In determining prices and profits, the debt risk manager RMK should consider income from anchor business as foreign exchange business, group business, business size etc.

· Foreign Exchange Risk:
Foreign exchange transactions related to the risk of foreign currency disaster. So credit research manager/RM must definitely take the risk of foreign exchange.
· Cost overrun Risk:
Such risks are usually involved in adopting project finance. A high degree of cost could be a failure of the extended project. There for the credit risk manager should consider the cost and devaluation of the project.
· Mitigating Factor:
There must be several risks related to the loan risk manager/RMK proposal. Risk margin durable and or volatility, high debt load, risk of overstocking or debtor issues, rapid growth, acquisition or expansion risk, New business line/ expansion of product management related to charges or succession, customer or supplier density, transparency or lack of industry. The risk factors for the credit assessment will be described and understood. Bank have to seriously vulnerable to the benefits offered and evaluated in such a manner way. Some important thinks are:
· Volatility 
· High debt
· Overstocking
· Rapid Growth
· Acquisition
· Debtors issues
· Succession





[bookmark: _Toc503301196]Loan Process of CBL:
· After receiving the loan application form, check the papers to ensure the following in the branch.
· All the columns of the application form have been filled with appropriate information and the application has been signed.
· All documents submitted with the necessary information have been submitted according to the checklist.
· There is no apparent contradiction in the application, documents submitted by the client.
· In order to verify the documents the client should be interviewed for details on Business and find out the discrepancies in the paper.
· Credit process should be prepared for all credit facilities, benefits will be renewed at the discretion of CBL every year
· Processing of credit proposals mainly falls into two stages: Steps for obtaining approved authorities and for taking credit to the customer.
[bookmark: _Toc503301197]Supporting Documents for Processing Credit Proposal:
1. For Retail loan:
· Loan application file
· Up to date LoI/Salary Certificate in company letter head
· 6 months original printed bank statement with bank seal and sign
· Price Quotation
· 5 no photo of borrower
· Copy of NID 
· Copy of e-TIN
· Copy of employee ID
· Copy of trade license, Memorandum etc. For Limited company
· Copy of up to date utility bill
· Closing Letter of previous Loan /Sanction letter of existing loan
· 2 Business card of Borrower
· 2 No photo of guarantor
· Copy of NID of Guarantor
· 2 business card of guarantor

2. SME& CORPORATE:
· Loan application
· CIB inquiry and CIB undertaking form.
· Trade License (UP to date for last two years)
· Vat registration certificate
· E-TIN certificate
· Net worth statement of all of the directors
· Financial statement for last three years
· stocks reports on letter head pad
A. As on latest date's amount on stock, total storage capacity both in factory, Go down with aging.
· Receivable report on letter head pad
B. Amount of receivable with client name and aging etc.
[bookmark: _Toc503301198]Credit Report:
The branch manager will have to prepare the client's credit report to determine his past record, business performance, market reputation etc. The credit report should be including the following:
· Owner's names and their related business concern details. When submitting a loan application, the person's net value due to the declaration of the firm/company (through the declaration) is the financial health of the loan application business.
· Business concerns financial health evaluation of operational capabilities by analyzing previous bank transactions, financial statements and market reports.


[bookmark: _Toc503301199]CIB Report:
In order to introduce law line credit discipline in the banking sector in the recent past and to ensure the treatment of poor borrowers by the commercial banks, be cautiously determined by the  bank company Act 1991. The Bangladesh bank has introduced a credit part folio data base which is the credit information bureau (CIB). Credit proposals, banks should get compulsory satisfactory CIB report from the Bangladesh Bank. Current standards for receiving compulsory CIB report may be changed from time to time in the consideration of the Bangladesh Bank. Any change in this matter will be notified on the banks through CIB notifications of the Bangladesh bank. Prior to processing credit transactions, the branch manager should get satisfactory CIB report and credit line proposals should mention the client's status and related issues borrowers, as it has been published in the latest CIB report.
[bookmark: _Toc503301200]Client Visit:
A visit of credit business project the factory may a very useful opportunity to gather information for preparing credit proposals. These philosophies and client's help ensure the business decision of the manager regarding the technical analysis in the door step. During the operation of the factory, the manager can get an idea of the client's investment, machinery and client's status of the stock movement. It will help to judge its value and acceptance as a reliable protection. A set of questions might be asked should already be prepared.
[bookmark: _Toc503301201]Post Sanctioning Process:
After approval of the credit line, the approval of the bank's credit institution's framework has been approve by the authorities after enters the post approval processing phase. At this stage the proposals of signed credit line are returned to the branch credit officers. The borrower will have to take four steps by the branch manager before using him the approved credit line. These steps are as follows:
· Offer the authorization letter to the borrower.
· Branch credit officers ensure the securities and land related laws. The head office will give direction to the branches at this time. Where CBL panel lawyers should get the necessary advice.
· An account number is allocated to new credit facilities.
· Account records are established and the borrowers file is prepared. When these four steps are followed, the post authorization process is completed and the borrower can draw on his account.

[bookmark: _Toc503301202]Disbursement:
· Loan: 
On the basis of fixed installments or in advance for one month, advance pile, without any subsequent debit, is called loan without interest, formal charge etc.
· Overdrafts:
In the form of overdraft, the advance is always allowed on an existing account managed on advance checks. Within the allowed limits, the borrower can.
· Cash Credit:
As an advance form, the cash credit itself is maintained in a separate account and in a separate charity. The borrower can operate within the prescribed limits and when necessary.
· Inland bill purchases:
Sometimes bank have to purchase exchange bill to facilitate commercial transactions. In case of purchases and withdrawal of the bill, the bank lends to the customer's account the amount of the bill expect its charge or discount.
· Payments Against Documents:
Pads are associated with important and import financing. The opening letter of the bank should be respectful of the promise of payment for import deposit when it is paid for payment, but it is strictly drown.
· Loan Against Imported merchandise :
When importers fail to draw documents or requests for clearance of products, the outstanding transfer is in under the pad. 

· Trusts Receipts:
It is permitted to move against the receipt of a trust received from the buyers when the important slip papers are paid without payment.
· Long Term Loan:
Long term loan finance is a project industrial initiative. Funding for the development of infrastructure facilities with the purchase of facilities.
[bookmark: _Toc503301203]BAD LOAN:
In the CBL VIP Road branch there are some loans whose are not performing against their loan in exact time and some are not performing their loan. There are 2 companies recently whose are not performing their loan.
1. The Blooming company:
They are trader of chemical Business. They have taken 1.8 crore taka loans from CBL. And this company is in BL stage that means bad and Loss stage.
2. Nazrul AC:
They are selling motors and parts. They are trader of motors parts. They take 1.5 cr taka loan form CBL. They are also in BL stage.
BL (Bad and Loss):
In this stage when the bank is not capable to convene their customer or loan account holder to performing their loan that time the bank are going to the government court and through the court they are auction the account holder's property and take back banks money.







Approximate total loan is Performing and non-performing loan in CBL VIP road branch: 
	
Total Loan
	
Types of Loan
	
Total
	
Disburse
	
Bad

	


Total Loan
97
	

Retail
	Personal
	60
	50
	10

	
	
	Home
	5
	5
	-

	
	
	Auto
	5
	4
	1

	
	
	Secured
	14
	14
	Not applicable

	
	SME
	11
	
	2

	
	Corporate
	2
	2
	Not applicable


[bookmark: _Toc503306175]Table 12: Performing and Non performing loan

[bookmark: _Toc503301204]Total Loan and Advance: 

[bookmark: _Toc503306149]Figure 4: Loans and advance/ investment

[bookmark: _Toc503306150]Figure 5: Loans & advances/Investment growth rate
Interpretation: The graph represent that the total loan and advances of growth rate performance is fluctuating gradually year by year. In 2012 the loan and advances was 82,934,979,953 then it was increase year by year. In 2016 it was highest as 175,025,076,659. Although the amount of loans and advances increased year by year but at a fluctuating growth rate. In 2013 it was 8% but in 2016 it stood at 22%.
[bookmark: _Toc503301205]Sector Wise Loans:
	Industry-wise loans and advances
	Average in Amount
	Average in Percentage

	Agricultural industries
	3,467,991,958
	3.86%

	Large and medium industries
	30,196,838,279
	33.61%

	Small and cottage industries
	1,747,919,190
	1.94%

	Commerce and trade industries
	14,690,270,172
	16.34%

	Insurance, real estate and service industries
	16,918,787,857
	18.82%

	Transportation and communications industries
	5,809,880,220
	6.46%

	Others
	17,046,942,227
	18.97%

	Total
	89,878,629,903
	100.00%


[bookmark: _Toc503306176]Table 13: Sector Wise Loans

[bookmark: _Toc503306151]Figure 6: Industry wise loan and advances average
Interpretation: A wide range of business industries and sectors constitutes the bank's portfolio. Major sector where the bank extended includes trade finance, term loan to medium industries, working capital to industry etc. The term loan to medium industry’s 44.47% and agriculture industry’s 2.91%.
[bookmark: _Toc503301206]Geographical location-wise loans and advances Inside Bangladesh:
	Geographical location-wise loans and advances Inside Bangladesh
	Average in Amount
	Average in Percentage

	Urban
	118,621,131,499
	97.58%

	Rural
	2,967,763,732
	2.42%

	Grand Total  Bangladesh
	121,588,895,231
	100%


[bookmark: _Toc503306177]Table 14: Geographical location wise loans and advance

[bookmark: _Toc503306152]Figure 7: Average in percentage
Interpretation: From the above figure it has seen that CBL distributes a large portion of credit in urban area. In Urban area the bank distributers near about 97.58% where the rural areas are 2.42%.

[bookmark: _Toc503301207]P/E Ratio:
	
	2016
	2015
	2014
	2013
	2012

	Market Value
	27.2
	20.4
	21.8
	20.2
	26.8

	Earnings per share
	4.5
	4.1
	2.5
	1.1
	1.2

	Price earnings ratio
	6.044444
	4.97561
	8.72
	18.36364
	22.33333


[bookmark: _Toc503306178]Table 15 : P/E Ratio

[bookmark: _Toc503306153]Figure 8: P/E Ratio
Interpretation: By analyzing price earnings ratio we see the bank's stock valuation and the income the bank is actually granting from each shares. The higher the price Earnings Ratio becomes, the better the condition of the company. We see that in 2012 the P/E ratio was 22.33 which decrease in 2013 become 18.36; which mean that in 2013 the company didn't generate income compared to 2012. And in 2015 the P/E ratio becomes downward and in 2016 its slightly grownup.



[bookmark: _Toc503301208]NPL (Non-Performing Loan)
	
	2012
	2013
	2014
	2015
	2016

	Loans and advances/investments
	82,934,979,953
	89,878,629,903
	116,620,601,088
	143,087,501,281
	175,025,076,659

	Non-performing loans and advances/investments
	6,230,781,000
	7,251,011,770
	6,858,621,133
	10,844,779,615
	10,581,921,664

	NPL %
	8%
	8%
	6%
	8%
	6%


[bookmark: _Toc503306179]Table 16: NPL

[bookmark: _Toc503306154]Figure 9: NPL%
Interpretation: In the CBL in 2012-2016 the NPL is quite similar. There approximate NPL percentage is 6-8%.

[bookmark: _Toc503301209]Net profit margin:
	
	2016
	2015
	2014
	2013
	2012

	Net Profit After Tax
	4,062,730,187
	3,593,142,337
	2,214,940,582
	911,180,280
	762,735,156

	Total Operating Income
	14,888,674,513
	13,086,570,870
	10,538,716,523
	8,895,921,395
	8,560,122,728

	Net profit Margin
	27%
	27%
	21%
	10%
	9%


[bookmark: _Toc503306180]Table 17: Net profit margin

[bookmark: _Toc503306155]Figure 10: Net profit margin
Interpretation: The net profit margin indicates that how much the bank keeps in earnings against its sales. The higher the profit margin indicates a more profitable company that has better control over its costs compared to its competitors. The net profit margin is 27% in 2016 in compared to 2012 which was 9%. The increasing profit margin shows the better condition of the bank.
[bookmark: _Toc503301210]ROA:
	
	2012
	2013
	2014
	2015
	2016

	Total Assets
	130,313,873,725
	147,559,557,572
	176,925,080,453
	214,205,369,487
	259,402,327,831

	Profit after tax
	762,735,156
	911,180,280
	2,214,940,582
	3,593,142,337
	4,062,730,187

	ROA
	1%
	1%
	1%
	2%
	2%


[bookmark: _Toc503306181]Table 18 : ROA


[bookmark: _Toc503306156]Figure 11 : ROA
Interpretation: The higher return on asset shows that the company is well run and has a healthy ROA. Here from 2012 to 2016 the ROA is gradually increasing which shows that the bank is running well.
[bookmark: _Toc503301211]ROE:
	
	2012
	2013
	2014
	2015
	2016

	Total Assets
	130,313,873,725
	147,559,557,572
	176,925,080,453
	214,205,369,487
	259,402,327,831

	Total Equity
	18,052,015,227
	18,194,010,358
	22,310,044,332
	24,583,637,433
	24,504,273,648

	ROE
	4%
	5%
	10%
	15%
	17%


[bookmark: _Toc503306182]Table 19: ROE

[bookmark: _Toc503306157]Figure 12: ROE
Interpretation: The return on Equity is an important ratio to decide whether to invest in a company or not. It measured the return on the money the investors have put into the company. Here the ROE in 2016 is 17% compared to 2012 is 4%, which shows a good return of the investors’ money.
[bookmark: _Toc503301212]Equity Capital Ratio (ECR):
The ratio shows the position of the bank's owners’ equity by measuring the portion of total assets financed by the shareholder’s invested funds and it is calculated as follows:

	
	2012
	2013
	2014
	2015
	2016

	Total Assets
	130,313,873,725
	147,559,557,572
	176,925,080,453
	214,205,369,487
	259,402,327,831

	Total shareholder equity
	18,051,934,076
	18,188,190,454
	22,306,994,448
	24,581,102,654
	24,504,178,380

	Equity Capital Ratio
	14%
	12%
	13%
	11%
	9%


[bookmark: _Toc503306183]Table 20: Equity Capital Ratio

[bookmark: _Toc503306158]Figure 13: ECR
Interpretation: It the ratio is greater than 1 then some of the company assets have been financed by the debt. So in this ratio I find that in the 2012 the ECR was very much higher than 2016. So the CBL trying to reduce to use the debtor’s money, they are gradually trying to reduce ECR. 
  
[bookmark: _Toc503301213]Debt Ratio:
	
	2012
	2013
	2014
	2015
	2016

	Total Assets
	130,313,873,725
	147,559,557,572
	176,925,080,453
	214,205,369,487
	259,402,327,831

	Total Liability
	112,261,858,498
	129,365,547,214
	154,615,036,121
	189,621,732,054
	234,898,054,183

	Debt Ratio
	86%
	88%
	87%
	89%
	91%


[bookmark: _Toc503306184]Table 21: Debt Ratio

[bookmark: _Toc503306159]Figure 14: Debt ratio
Interpretation: The debt ratio measures that how mush a bank is dependent on others capital. In the general the higher ratio, the more risk that company is considered to have taken on. In 2016 the debt ratio is 91% which shows a risky situation of the bank.
[bookmark: _Toc503301214]SWOT Analysis of the City Bank Limited:
Each organization consists of some internal strengths and weaknesses and has some external opportunities and threats in its entire life cycle. City bank's internal forces, weaknesses, opportunities, threats will be briefly addressed to customers as I have discovered.
S-Strength 
W-weakness
O-Opportunities
T-Threats
Strength
· The stable source of funds
· strong liquidity position
· The broad network of branches
· Experienced top management
· Divers sewer product Line
· IT infrastructure and online banking are satisfactory
Weaknesses
· The rate of resources transmission is still high 
· Relatively high overhead costs
· Delivery Problem
Opportunity 
· Regulatory Favorable environment
· Private sector development
· Credit card business
· SMEs and agricultural based industrial loans

Threats
· Deposits and qualitative criteria
· Market pressure to reduce interest rates
· Shrink Exports, imports and guarantees
· Business due to economic downturn and war 
· Continuous coin depreciation








[bookmark: _Toc503301215]FINDINGS, RECOMENDATION, CONCLUTION


[bookmark: _Toc503301216]FINDINGS:
During my internship, I worked with various departments of City Bank Limited. From my observation and experience I got CBL to face some problems in the proper credit function condition. That is why i wanted to find out the reason behind the problem and tried to give some suggestions. For this reason I am doing this research.
[bookmark: _Toc503301217]MAJOR FINDINGS:
· Sometimes the bank cannot lend the loan according to client's purpose, because the loan portfolio of the bank is not so big.
· The bank is not skilled for client management, for which clients are not strongly motivated to invest more.
· With the strongest method consistent with debt, the exact implementation of those procedures cannot be seen.
· Because of the increased cost of funds, high interest rates on bank loans are to be charged.
· Due to these high interest rates, bank cannot attract more customers for investment.
· Some customers provide inappropriate and incomplete information about themselves, thereby increasing the risk.
· Some clients do not use the amount of loan that the bank admits before the client.
· The working environment of the department of advance is not impressive and satisfactory to attract interested candidates interested in an attractive banking job.







[bookmark: _Toc503301218]RECOMENDATION:
Decide below recommendation, rather, City Bank Limited has been advised to provide priority to City Bank Limited for customer's satisfaction and to meet the bank's goal in order to improve the credit performance of the City Bank Limited. Here are the recommendations below:
· To solve the problem, banks can go to the syndicate loan system to prove the loan amount to the customers.
· After the approval of the loan there should be an effective method of monitoring the bank's authority.
· Official should be as efficient as possible in managing the clients training for officials can be arranged. 
· The bank will implement all the procedures and follow all the regulation related to the loan declared by the Bangladesh Bank.
· Banks make huge profits through various findings loans, so interested should be assured of the client's credit worthiness.
· They should create a good working environment to create good output.
[bookmark: _Toc503301219]CONCLUTION:
There are several national and private banks in Bangladesh banking sectors. They doing their activities and contribute very much to the economy. Among them City Bank Limited has made significant contribution to the economy. The bank has established a strong loan portfolio across the country. The bank is ready and able to meet the needs of a board credit service. It providesadequaterezones both to human and financial for providing the best services to the customers. City Bank already provided better quality services among its customers, especially in the direction of credit proration and strict supervision and surveillance through its product transaction. Due this success its management commitment and management dynamism arises over time. But they need to more focus to the customers based on services and provide better technological advances related to the banking activities. Bank play important role providing the necessary payment to various industries and other sectors. The continuous risk management procedures of the City bank Limited are consistently up to improve the quality and consistency of the loan portfolio.
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[bookmark: _Toc503301220]REFERANCE
Publication 
· City Bank Annual report 2012-2016 published by CBL Bangladesh
· Bangladesh Bank order
· Different document of The City Bank Limited,VIP Road Branch
Website:
· Website of the City Bank
· www.thecitybankltd.bd
· Bangladesh bank website(http://www.banagledesh-bank.org)
· Google(www.google.com)
· Bank information of Bangladesh(bangladeshbankinfo.blogspot.com)
Books:
· Article published on credit and credit risk
· Credit risk, Credit policy of City Bank Limited
· Reading materials on credit division of City Bank Limited

Request for  credit from the clint to a  branch


Credit application from  filled  up by the customes and collection of document


Scrutinizing the documnets


Analyzing the information & preparing the proposal


The proposal goes to the Board of Director theough other nessary steps


Sanctioning the credit


Information the credit, Loan disbursment, supervision & monitoring
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