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I from the bottom of my heart hope that it will come up to your hope.
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____________
Shabbir Ahmed
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[bookmark: _Toc515135910]Executive Summary
Financial sight of a nation is an extremely important character for the purpose of doing monetary policy regarding to the whole economic system. The business of financial issues are in built cover by risk. By denying the risk no project can be done. Along these lines, the CRM offices have presence on account of this risk; this office assignment is to alleviating the risk and giving the safe credit to their potential customer. Therefore organizations are in a procedure how the defaulter of loaner can be lessened and potential client get the best out of a non-keeping money monetary foundation. Thus, my report is about the appeal of SME advance of IDLC Finance restricted.
Moreover, SME plays the role for creation of job, circulation of money, besides many more things. The whole economy depends on it because if people don’t get loan how they will invest, how they will generate money or creates the job for the unemployed.
SME’s contribute towards every kind of small business like- footwear, plastic products, and restaurant business and many more. Indeed, even readymade pieces of clothing segment falls under a similar class.
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1.1 [bookmark: _Toc515135913]Background of the study
IDLC has now turned out to be one of the biggest multi-item Non-Banking Financial associations of Bangladesh. As one of its center items, the organization at first began with rent financing, with relatively measure up to center in Corporate, Retail and SME areas. Also, IDLC has an amazing nearness in the Capital Markets. IDLC Investments Limited, a completely possessed assistant of IDLC is a set out stamp toward wander dealing with a record in the country. IDLC Securities Limited and the stock financier arm, another completely possessed supplementary of IDLC are additionally among the best five business house in the nation.
Credit risk management is the method for lessening those misfortunes by having the thoughts of keeping up's of both a bank's capital and advance misfortune saves at any given time. This has been a long test for cash related association. The worldwide money related emergency and the credit crunch that took after put credit chance administration into the administrative spotlight. Thus, regulators want more clearness. They are really needed to know whether a bank has all knowledge of their clients and the risk of offering loans to their customers. 
To consent to the more stringent administrative necessities and ingest the higher capital expenses for credit hazard, numerous banks are updating their ways to deal with credit chance. However, banks that see this as entirely a consistence practice are as a rule childish. Better credit hazard administration likewise exhibits a chance to significantly enhance general execution and secure a competitive advantage.
1.2 [bookmark: _Toc502006862][bookmark: _Toc515135914]Problem statement 
[bookmark: page10]The study of “Motivation for providing Business loan to Small and Medium enterprises (SME)- A case study of IDLC Finance limited is a part of my Internship of Bachelor of Business Administration (BBA). Since I have selected this topic, Small & Medium Enterprise (SME) has a massive position in the economic growth and development of a nation. In reality, SME works as the stage for creation of job, income generation, and development of forward and in reverse industrial linkages and execution of confined communal requirements. SMEs have an exceptional position in the economy of Bangladesh. Mainly private division development depends on them.
Again, risk is the element of ambiguity or possibility of misfortune that can be happens in any business operation in any place, in any mode and at any time. In the financial arena, enterprise risks can be generally categorized as Credit Risk, Operational Risk, Market Risk and Other Risk. Credit risk is the prospect that a borrower will neglect to meet affirmed duties. Worldwide, Credit Risk alone is more than 50% of total risk elements in banks and Financial Institutions. Credit risk management in SME includes identification, capacity, coordinating alleviations, checking and have power over the credit risks.
1.3 [bookmark: _Toc515135915]Research Questions
Basically, this study is going to describe the following things 
· The attractiveness of IDLC’s SME loan.
· What is the economic state of IDLC Finance limited? 
1.4 [bookmark: _Toc515135916]Research Objective
Analyzing industry practices of credit risk management to mitigate core risks of Monetary Institutions is considered to be the broader objective of the study. However, this broader objective can be split into more particular goals that are given below:
· To review the policy and strategy guidelines for Credit Risk Management
· To identify the preferred risk management configuration & responsibilities
· To analyze the practices of credit risk management in the concerned FI
· To recommend the process of mitigating the credit risk
1.5 [bookmark: _Toc515135917]Significance of the study
Research, good judgment of the term refers to a look for learning. Research is an essential element of human information. It is a logical and efficient look for apropos data on particular theme. It is a workmanship and also art of examination. This examination study will empower my Willingness to know inconceivably about our managing an account part. It will likewise give thoughts regarding how SME financing can be enhanced even how this equation can be a medium to diminish the poverties of our little nation. By doing this examination think about, I become more acquainted with the SME parts that are qualified for getting the advance.
1.6 [bookmark: _Toc515135918]Scope and limitations of the study
The study is conducted On IDLC Finance Limited which is actively concerned in SME financing. In such manner the main concentration will be given on the SME Division of the selected institution and its branches. There was colossal extension to work around there of research. In any case, due date was there. Just the appeal of SME advance financing is the essential focus of this examination. Despite that, the degree and scope of the examination had been broad. Moreover, the monetary execution investigation of IDLC is canvassed in the report.
There were loads of problems raised to complete this internship proposal. Collecting information from corporate level is very much hard, not only that I spent most of my time to prepare this internship proposal so that, it looks better and also error free.
The information given was insufficient for business undergraduate students. Some of their information really puzzled me. Yet I hope and believe that I encompass succeess in making standard proposal for my internship report.
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2.1 [bookmark: _Toc515135921]About the company
IDLC, as a rent fund organization began its adventure in 1985 having 5 staff individuals, and as of now following 32 years developed as the main multi-item multi-portion Non-Banking Financial Institution in the nation. As champion among the most regarded monetary brands in the business, IDLC Finance Limited holds a solid and extended adjust in Corporate, SME, and Retail and Capital Market areas.
Today, IDLC holding the situation over more than 19 cities, represented by 36 branches and booths with over 1200 individuals, serving more than 45,000 clients. Though, it would be logical to state that they are only in the financing business, as they endeavor to do rather more. They in reality facilitate citizens who want to achieve their dreams - the dream of having a home to live, the dream of sending their children to a better school, the dream of going on a picnic with a car that is family purchased, the dream of beginning a business, or that of growing it, the dream of taking the country to more noteworthy status.
To this extent, what really drives them is not how much nation get employed or how much credits are dispensed but the amount of existence get touched by their contribution. As profits are important to any company, IDLC Finance also takes enormous pride in being the reason for endless smiles.
2.2 [bookmark: _Toc515135922]Mission, Vision and Objective
Mission: The Company will focus on quality growth, superior customer experience and sustainable business practices.
Vision:  To be the most excellent financial brand in the state.
Objective: The primary objectives are of IDLC Finance Limited are:
· Grow and expand their talent pool
· Fully control new central part banking policy
· Optimize supply points
· Grow and expand financing sources
· Grow deals and administration capacities in Consumer Division
· Aggressively develop SME portfolio
· Consolidate capital market activities and improve abilities

2.3 [bookmark: _Toc515135923]Product Lines
IDLC is the leading financial institution (non-banking) and investment and commercial banks of Bangladesh. IDLC offers an extensive variety of financial solutions for both commercial and vend customers. IDLC has the biggest multi-item Non-Bank Financial Institution of Bangladesh; with relatively square with center in Corporate, Consumer, SME areas and Capital Market.
Consumer finance:  IDLC gives the results of - Home Loan, Flexible Term Deposit Package, Car Loan, Regular Earner Package, Personal Loan, and Loan against Deposit. 
Corporate Division: Under the commercial Division, there are two portions. At first present the Corporate Finance. Rent Financing, Term Loan Financing, Working Capital Arrangement, Project Financing Appraisal, Specialized Products are the sort of Corporate Finance products. Structured Finance Solution products- Loan/Lease Syndication, Secret Position of Equity, Preference Shares, Project/Infrastructure Finance, Bond, Foreign Currency Loan, Refinancing of Special Funds, Mergers and Acquisitions, Joint Venture Matchmaking, Balance Sheet Restructuring, Feasibility Study, Securitization of Resources and Structured Solutions. 
The main part of my report topic is the division of SME. Under the SME division there are three major areas. The categorization of each type has been shown in the segment following:
1. Small Enterprise investment: Depending on the principal size of business, the subsequent types are being provided to the borrower. 

	

















2. Medium Enterprise investment: Under the medium enterprise finance (MEF), commercial vehicle loans, short term rotating loans are well known.




	


      


3. Supplier & Distributor Finance: Another compose in the Supplier and Distribution Finance where the offices are given identified with accounts receivables, receipt, and merchants
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3.1 [bookmark: _Toc502940787][bookmark: _Toc515135926]Literature Review
In literature review the previous research information about the SME loan distribution by financial intuitions in Bangladesh has been updated. About the SME sector of Bangladesh, several national and international experts initiate some studies:
According to Hallberg (2002), a steady full scale economy, an open exchange and speculation administration, and a focused monetary area are contended to be most basic elements for a lively private part. Be that as it may, with a peace situation underneath the perfect level, contamination well finished the level of affirmation and insecure political condition, the private state of Bangladesh does not go to any help, rather impedes the flourishing of SME in this country.
Mahmood and Rahman (2011) mentions that Small and Medium Enterprises are the foundation of the economy in small countries like Bangladesh. SMEs experience the ill effects of normal limitations, for example, absence of capital, challenges in getting crude materials, absence of access to pertinent business data, low mechanical capacities, issues caused by bulky and exorbitant bureaucratic systems, and arrangements and directions that produce showcase contortions. In any case, with appropriate household arrangement bolster from the administration, and an eye towards worldwide market patterns, SMEs can manufacture limit and receive the reimbursement of globalization.
While money related establishments have confronted entanglements throughout the years for an enormous number of reasons, the significant reason for genuine banks issues consistent to be specifically identified with careless credit guidelines for borrowers in the credit remaining of a bank's counterparties. Credit hazard is essentially characterized as the potential that a bank borrower or counterparty will neglect to assemble its duties as per endorsed terms. The objective of CRM is to abuse a bank's hazard balanced rate of return by keeping up credit chance inside agreeable parameters. Banks need to deal with the credit hazard basic in the whole portfolio and also the hazard in whole credits or exchanges. The link among credit risk and different dangers ought to likewise consider by Banks.
In this proposal, I want to highlight the fact, regarding the SME financing in Bangladesh. I will also show about the past five years profits of IDLC Finance Limited and by doing that I will show how their client get motivated to get a loan from IDLC Finance Limited.
3.2 [bookmark: _Toc515135927]Business review of SME segment
The SME division of IDLC is a leading business segment for the Company. IDLC’s SME portfolio CAGR of 40% over the last five years is undoubtedly one of the fastest growth rates in the industry. Noteworthy interests in HR and foundation – the two most basic building pieces – have brought about the making of a vigorous structure that will encourage feasible development, going ahead.

IDLC Finance limited obsessed a vision that is to be the best SME investor in the realm. IDLC will carry on innovating and launching newer products and services to serve the SME market. The company believes that technology is the leading edge of their preference and by the end of 2017; it hopes to integrate online appraisal system into Smartphone to be used by the targeted clients. It will persist to spotlight on extending the ambit of non-financial services and invest drastically in the capacity development of the talent pool.
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4.1 [bookmark: _Toc515135930][bookmark: _Toc504071892]Methodology
To discover the quality of SME loan here I have used only two types of data for this purpose- 
1. Primary sources of information
2. Secondary sources of information
Primary source
The primary data was collected extensively from a extensive variety of gathering individuals who are related to the bank. I have used the below methods in collecting the primary information. They are following:
a) Direct interviewing:    By interviewing the senior manager and the assistant manager of CRM department.
b) Personal information: I have also interviewed personally with the other staffs of the bank.
c) Observation method: I have also gone to the other departments for collecting the data. 
Secondary source
Secondary sources are basically published version that can be used by all the people and that processed materials can be collected from the source of internet. I have collected data from several following sources-
I. Official documents
II. Server of Bangladesh bank
III. Annual report
IV. SME guidelines by Bangladesh 
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5.1 [bookmark: _Toc515135933]Motivation for identifying attractiveness of SME Loan
The importance of Small and Medium Enterprises (SMEs) is inevitable for overall economic development of a country particularly for upward countries resembling Bangladesh. According to Jean Fourastié, countries that having a low per capital wage are in a beginning time of improvement; the fundamental piece of their national salary is accomplished through advancement in the exchanging part. Countries in a more advanced state of development, with a medium national income, engender their income mostly in the manufacturing sector. In profoundly created nations with an ideal salary, the administration division overwhelms the aggregate yield of the economy. 
In any case, as a creating nation Bangladesh for the most part produce their salary in exchanging area not in assembling segment as Jean Fourastié expressed that a creating nation should give more significance on this segment. Bangladesh contribute the second most noteworthy sum on assembling part and the nation contribute the minimum on benefit industry as the business isn't that much settled. The national bank declared that the Small and Medium Enterprise (SME) credit summing of BDT 853.23 billion was offered out to 744,228 SME business visionaries in the year 2013. For little businessmen credit purpose of imprisonment will be gone from Tk. 50,000 (Fifty thousand) to Tk. 50, 00,000 (Fifty lac). 
SMEs suffer from massive constraints such as unviability of capital, difficulties in procuring raw materials, lack of access to relevant business information, low technological capabilities, caused by lumbering and expensive bureaucratic strategies, and arrangements and controls that induce advertise mutilations.
SMEs can build capacity and reap the rewards of globalization. The result in the study support the hypothesis as SME plays a important role in the economic magnification and growth of a country. Genuinely, SME works as the stage for job engenderment, increasing income, and development of onward and backward industrial relations and completion of limited gregarious needs.
Financial highlights that will focus the attractiveness of the SME sector in case of getting the business loans from the Non-Bank Financial Institutions. The considerable factors are Financial Performance, Operational Performance, Financial Ratios and Equity Statistics.
 

5.2 [bookmark: _Toc515135934][image: ]Financial Highlights
· Financial Performance
· Operational Performance
· Financial Ratios
· Equity Statistics          

[bookmark: _Toc515135935]Financial Performance:   
The financial performance of a firm can be calculated from the growth in several dimensions. Increase in total assets, decrease in long term liabilities, increase in term deposit balance. Over the last few years the growth in the total assets is 8.07%, the long term liabilities growth has been made to 7.45% and last but not the least the term deposit has been increased to 3.12%.
[image: ]
  8.07%                               Total Assets
	
  7.45%                               Enduring Liabilities

  3.12%                             Term Deposit equilibrium 

[bookmark: _Toc515135936]Operational Performance:
Over the quantity of years the operational execution of IDLC can be distinguished from the parts of operational pay, operational costs, money related costs, net benefit before expense and net benefit after assessment. The development has been estimated with the information of most recent five years.





[bookmark: _Toc515135937]Operating profit from SME of IDLC 
From the graph we can see that every year the operating profit of SME is increasing. In 2012 the operating income is BDT 1955 million, in 2013 the operating income is BDT 2573 million, in 2014 the operating income is BDT 3326 million, and in 2015 the operating income is BDT 3961 million, and in 2016 the operating income is BDT 4436 million. The growth rate is 11.99%.

[bookmark: _Toc515135938]Profit from SME
From the above diagram we can find that the net profit after tax has been growing in a rapidly manner. In 2012 the profit was BDT 589 million, in 2013 the profit was BDT 811 million, in 2014 the profit was BDT 1154 million, in 2015 the profit was BDT 1244 million, and in 2016 the profit was BDT 1496 million. So, the growth rate is 20.31%.

[bookmark: _Toc515135939]Financial Ratios:
Here are the principle proportions are obligation value proportion, normal viable assessment rate, budgetary working cost scope ratio(times), current proportion, return on add up to assets(%), non-performing advance ratio(%), return on investor's equity(%), profit per share, profit per share, profit yield(%), profit payout ratio(%), investors value, and net premium salary as a % of working asset.
 






[bookmark: _Toc515135940]Equity figures:
Number of offers, longed advertises cost per, net resource esteem per share, showcase capitalization, advertise esteem expansion, investor's value are the prime concentration in such manner.
[bookmark: _Toc503270886]
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[bookmark: _Toc515135943]Conclusion 
The pattern of SME advance payment in setting of IDLC Financing is most elevated at exchanging segment, trailed by assembling part and afterward benefits area. The pattern of the portion savvy payment is same for IDLC. The tendency of sector wise SME loan disbursement in IDLC is uppermost in Housing & Real Estate, Food & Beverage, Home Appliances and House Hold Items, and Apparels & Accessories. IDLC distributes more than half of their SME portfolio in trading industry because collecting data in the trading sector is easily available and sales verification is simpler than other sectors. The assembling business get not as much as exchanging as the area is very unsafe and is fundamentally send out situated, despite the fact that, as a creating nation fabricating division ought to exceedingly underline in Bangladesh. While, the administration business get minimal sum from the SME portfolio since the area isn't that much settled in our nation.

From the view point of SMEs’ importance to the overall economic growth and the opportunities that the financial institutions have in developing this segment, our central bank, other regulator as well as the policy makers should review the whole process in holistic approach as it is closely correlated with the economic emancipation of the general people of the country.

Still there are lot of potentials are there to be covered up with the highest combination of resources and the output. Proper capitalization is very important to boost the sector of SME and enrich our economy with its profitability. Necessary steps can mitigate the limitations and help to move forward, so that IDLC gets more preference over the competitive banks.





[bookmark: _Toc515135944]Recommendation
From Financial Institution’s point of view, some major recommendations implicated in the SME sector are following:

· As a developing country, Bangladesh should invest more in export oriented manufacturing activities rather than the trading industry for better development of the country.
· More experienced work force to dispense with the hazard factors essentially and in this way make an imaginative ground for gainful speculation.
· In terms of vast business opportunity and high improvement rate, the government, central banks should continue to ease the rules to take loans as SME area is a significant promising segment for budgetary organizations to make the speculation gainful.
· The amount of SME loans will increase if all the regulatory bodies’ services like registration of the enterprises, getting trade licenses, certificates of Bangladesh Standards and Testing Institution (BSTI), patents and trademarks are easily accessible.
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 Profit Before Tax
16%


Operational Income
12.61%


Operational Expenses
19.06%


Financial Expenses
-4.36%


Net Profit After Tax
22%









Debt equity ratio
(0.59)



Average effective tax rate
(0.03)




Financial expenses coverage ratio
0.09


current ratio
0.09


Return on total assets
0.09



Dividend payout ratio
25.07%



Non performing loan ratio
(0.11)


Dividend yield
1.33%


Return on shareholder's equity
0.86


Earnings per share
1.00


Dividend per share
0.50


Shareholder's equity
12.88%



Net interest income as a % of working funds
(0.30)


















No of shares
251367187


Yearn and market price per share
57.00


Net asset value per share
35.56%


Shareholder's Equity
8,937,84


Market capitalization
14328


Market value addidtion
21.44









operating profit(BDT in mIllion)
operating profit	
2012	2013	2014	2015	2016	1955	2573	3326	3961	4436	


Net profit after tax from SME(BDT in million)
Series 1	
2012	2013	2014	2015	2016	589	811	1154	1244	1496	
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