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0ILLAR�)))�OF�THE�"ASEL�))�FRAMEWORK�REQUIRES�FINANCIAL�INSTITUTIONS�TO�DISCLOSE�RELEVANT�INFORMATION�ABOUT�THEIR�RISK�MANAGEMENT�
PRACTICES��CAPITAL�ADEQUACY��AND�RISK�EXPOSURE�TO�PROMOTE�MARKET�DISCIPLINE��4HE�GOAL�OF�0ILLAR�)))�IS�TO�PROVIDE�TRANSPARENCY�AND�
ENABLE�MARKET�PARTICIPANTS�TO�MAKE�INFORMED�DECISIONS�ABOUT�THE�RISKS�ASSOCIATED�WITH�A�FINANCIAL�INSTITUTION�

4HE�FOLLOWING�DETAILED�QUALITATIVE�AND�QUANTITATIVE�DISCLOSURES�ARE�PROVIDED�IN�ACCORDANCE�WITH�PRUDENTIAL�'UIDELINES�ON�#APITAL�
!DEQUACY�AND�-ARKET�$ISCIPLINE�FOR�&INANCIAL�)NSTITUTIONS�WHICH�HAS�BEEN�PUBLISHED�ON�$ECEMBER�����������4HE�0URPOSE�OF�
THESE�REQUIREMENTS�IS�TO�COMPLEMENT�THE�CAPITAL�ADEQUACY�REQUIREMENTS�AND�THE�PILLAR�)))�ą�3UPERVISORY�REVIEW�PROCESS��4HESE�
DISCLOSURES�ARE�INTENDED�FOR�MARKET�PARTICIPANTS�TO�ASSESS�KEY�INFORMATION�ABOUT�THE�&)ĈS�EXPOSURE�TO�VARIOUS�RISKS�AND�TO�PROVIDE�
A�CONSISTENT�AND�UNDERSTANDABLE�DISCLOSURE� FRAMEWORK�AS�PER� REGULATORY�REQUIREMENTS��4HE� &)� HAS�AN�APPROVED�DISCLOSURE�
POLICY�TO�OBSERVE�THE�DISCLOSURE�REQUIREMENTS�SET�OUT�BY�THE�"ANGLADESH�&)�AND�)NTERNATIONAL�&INANCIAL�2EPORTING�3TANDARDS�
�)&23	�AND�)NTERNATIONAL�!CCOUNTING�3TANDARDS��)!3	�AS�ADOPTED�BY�THE�)NSTITUTE�OF�#HARTERED�!CCOUNTANTS�OF�"ANGLADESH��)#!"	�
WHERE�RELEVANT�TO�THE�&)�
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6ZFQNYFYN[J�)NXHQTXZWJX

A	�4HE�NAME�OF�THE�TOP�CORPORATE�
ENTITY�IN�THE�GROUP�TO�WHICH�THIS�
GUIDELINE�APPLIES��

'FSLQFIJXM�+NSFSHJ�1NRNYJI

B	�!N�OUTLINE�OF�DIFFERENCES�
IN�THE�BASIS�OF�CONSOLIDATION�
FOR�ACCOUNTING�AND�REGULATORY�
PURPOSES��WITH�A�BRIEF�DESCRIPTION�
OF�THE�ENTITIES�WITHIN�THE�GROUP�

�I	�THAT�ARE�FULLY�CONSOLIDATED��
�II	�THAT�ARE�GIVEN�A�DEDUCTION�
TREATMENT��AND�
�III	�THAT�ARE�NEITHER�
CONSOLIDATED�NOR�DEDUCTED�
�E�G��WHERE�THE�INVESTMENT�IS�
RISK
WEIGHTED	�

4HE� CONSOLIDATED� &INANCIAL� 3TATEMENTS� INCLUDE� THE� &INANCIAL� 3TATEMENTS� OF� I	�
"ANGLADESH� &INANCE� ,IMITED�� II	� � "ANGLADESH� &INANCE� 3ECURITIES� ,IMITED�� AND� III	�
"ANGLADESH�&INANCE�#APITAL�,IMITED�

"ANGLADESH�&INANCE�HOLDS��������AND��������SHARES�OF�"ANGLADESH�&INANCE�3ECURITIES�
,IMITED�AND�"ANGLADESH� &INANCE� #APITAL� ,IMITED� RESPECTIVELY�� !� BRIEF� DESCRIPTION� OF�
THESE�INSTITUTIONS�ARE�GIVEN�BELOW�

'FSLQFIJXM�+NSFSHJ�1NRNYJI

"ANGLADESH�&INANCE�,IMITED� �"&,	� IS�A� FINANCIAL� INSTITUTION�OPERATING�IN�"ANGLADESH��
)T�WAS� INCORPORATED� IN������AND�OBTAINED� ITS� LICENSE�FROM�THE�"ANGLADESH�"ANK� �THE�
CENTRAL� BANK�OF� "ANGLADESH	� IN� ����� TO� OPERATE� AS� A� NON
BANK� FINANCIAL� INSTITUTION�
�."&)	�� "ANGLADESH� &INANCE� PROVIDES� A� RANGE� OF� FINANCIAL� SERVICES�� INCLUDING� LEASE�
FINANCING�� TERM�FINANCING��PROJECT�FINANCING��AND�3-%�FINANCING��)T�ALSO�OFFERS�DEPOSIT�
PRODUCTS�� INCLUDING� FIXED� DEPOSITS��MONTHLY� SAVINGS� SCHEMES�� AND�OTHER� INVESTMENT�
PRODUCTS�

'FSLQFIJXM�+NSFSHJ�8JHZWNYNJX�1NRNYJI

"ANGLADESH�&INANCE�3ECURITIES� ,TD� IS� A� SUBSIDIARY� OF�"ANGLADESH� &INANCE�PROVIDING�
BROKERAGE�SERVICES�TO�ITS�CLIENTS�WITH�A�MEMBERSHIP�OF�THE�$HAKA�3TOCK�%XCHANGE�,TD��
"$�3ECURITIES�COMMENCED�ITS�OPERATION�IN�.OVEMBER������AND�WITHIN�A�SHORT�SPAN�OF�
TIME�THE�COMPANY�HAS�EMERGED�AS�ONE�OF�THE�LEADING�BROKERAGE�HOUSES�OF�THE�COUNTRY�
HOLDING�AN�AVERAGE�OF�������MARKET�SHARE�OF�$3%�TRADE�VOLUME��$URING�THE�YEAR������
THE� RANKING�OF�"ANGLADESH�&INANCE�3ECURITIES� IN�$3%�STOOD�AT�����4HE�#OMPANY�HAS�
A�STRONG�TEAM�OF�HIGHLY�SKILLED�AND�EXPERIENCED�PROFESSIONALS�TO�ACHIEVE�ITS�ULTIMATE�
OBJECTIVES��

'FSLQFIJXM�+NSFSHJ�(FUNYFQ�1NRNYJI

"ANGLADESH� &INANCE� #APITAL� ,IMITED� IS� A� FULL
FLEDGED� -ERCHANT� "ANKER� LICENSED� BY�
"ANGLADESH� 3ECURITIES� AND� %XCHANGE� #OMMISSION� �"3%#	� ON� &EBRUARY� ���� ������
"$�#APITAL� IS�A������SUBSIDIARY�OF�"ANGLADESH�&INANCE�,IMITED�AND� IS�A�$EPOSITORY�
0ARTICIPANT� WITH� #ENTRAL� $EPOSITORY� "ANGLADESH� ,IMITED� �#$",	�� 7E� ARE� CATERING�
TO� INDIVIDUAL� )NVESTORS��#ORPORATE�AND�.2"�CLIENTS��"$�#APITAL�STARTED� ITS� JOURNEY�ON�
!UGUST����������WITH�AUTHORIZED�CAPITAL�OF�4K������CRORE�AND�PAID�UP�CAPITAL�OF�4K��������
CRORE��4HE�ORGANIZATION� IS� RUN�BY�A� TEAM�OF�PROFESSIONALS�UNDER� LEADERSHIP�OF�HIGHLY�
EXPERIENCED�AND�LEADING�PERSONALITIES�OF�THIS�FIELD��

C	�!NY�RESTRICTIONS��OR�OTHER�MAJOR�
IMPEDIMENTS��ON�TRANSFER�OF�FUNDS�
OR�REGULATORY�CAPITAL�WITHIN�THE�
GROUP�

.OT�!PPLICABLE�FOR�THE�&)

6ZFSYNYFYN[J�)NXHQTXZWJX

D	�4HE�AGGREGATE�AMOUNT�
OF�CAPITAL�DEFICIENCIES�IN�ALL�
SUBSIDIARIES�NOT�INCLUDED�IN�THE�
CONSOLIDATION�THAT�ARE�DEDUCTED�
AND�THE�NAME�S	�OF�SUCH�
SUBSIDIARIES�

.OT�!PPLICABLE�FOR�THE�&)

����8HTUJ�TK�&UUQNHFYNTS
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����(FUNYFQ�8YWZHYZWJ

6ZFQNYFYN[J�)NXHQTXZWJX

A	�3UMMARY�INFORMATION�ON�
THE�TERMS�AND�CONDITIONS�
OF�THE�MAIN�FEATURES�OF�
ALL�CAPITAL�INSTRUMENTS��
ESPECIALLY�IN�THE�CASE�OF�
CAPITAL�INSTRUMENTS�ELIGIBLE�
FOR�INCLUSION�IN�4IER���OR�IN�
4IER���

9NJW���HFUNYFQ�NSHQZIJX��
I�� ' RAL�PROVISION�UP�TO�A�LIMIT�OF�������OF�2ISK�7EIGHTED�!SSET��27!	�FOR�#REDIT�2ISK��
II�� 2EVALUATION�RESERVES��

����2EVALUATION�RESERVE�FOR�FIXED�ASSETS��
����2EVALUATION�RESERVE�FOR�SECURITIES��

III�� !LL OTHER�PREFERENCE�SHARES��

(TSINYNTSX�KTW�RFNSYFNSNSL�WJLZQFYTW^�HFUNYFQ��

4HE�CALCULATION�OF�4IER���CAPITAL��AND�4IER���CAPITAL��SHALL�BE�SUBJECT�TO�THE�FOLLOWING�CONDITIONS�

I�� 4HE�AMOUNT�OF�4IER���CAPITAL�WILL�BE�LIMITED�TO������OF�THE�AMOUNT�OF�4IER���CAPITAL��
II�� ����OF�REVALUATION�RESERVES�FOR�FIXED�ASSETS�AND�����OF�REVALUATION�RESERVES�FOR�SECURITIES�

ARE�ELIGIBLE�FOR�4IER���CAPITAL��

6ZFSYNYFYN[J�)NXHQTXZWJX

B	�4HE�AMOUNT�OF�4IER�
��CAPITAL��WITH�SEPARATE�
DISCLOSURE�OF�

5FWYNHZQFWX &RTZSY�NS�')9�
HWTWJ

0AID�UP�CAPITAL ������

3TATUTORY�2ESERVE� �����

'ENERAL�2ESERVE� 


2ETAINED�EARNINGS �����

-INORITY�INTEREST�IN�SUBSIDIARIES� �����

/THERS��)F�ANY�APPROVED�BY�"ANGLADESH�"ANK	 ����

F�9TYFQ�9NJW���HFUNYFQ� ������

G��9MJ�YTYFQ�FRTZSY�TK�9NJW���HFUNYFQ� �����

H��
H"F�G��9TYFQ�JQNLNGQJ�HFUNYFQ� ������
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6ZFQNYFYN[J�)NXHQTXZWJX

A	�!�SUMMARY�DISCUSSION�OF�
THE�&)ĈS�APPROACH�TO�ASSESSING�
THE�ADEQUACY�OF�ITS�CAPITAL�
TO�SUPPORT�CURRENT�AND�FUTURE�
ACTIVITIES�

7NXP�<JNLMYJI�&XXJYX�
7<&��FSI�(FUNYFQ�&IJVZFH^�7FYNT�
(&7�

"ANGLADESH� &INANCE� HAS� ADOPTED� 3TANDARDIZED� !PPROACH� FOR� COMPUTATION� OF� #APITAL�
#HARGE�FOR�#REDIT�2ISK�AND�-ARKET�2ISK�WHILE�"ASIC�)NDICATOR�!PPROACH�FOR�/PERATIONAL�
2ISK��4OTAL�2ISK�7EIGHTED�!SSETS� �27!	�OF� THE�#OMPANY� IS�DETERMINED�BY�MULTIPLYING�
THE�CAPITAL�CHARGE�FOR�MARKET�RISK�AND�OPERATIONAL�RISK�BY�THE�RECIPROCAL�OF�THE�MINIMUM�
CAPITAL� ADEQUACY� RATIO� I�E�� ���� AND� ADDING� THE� RESULTING� FIGURES� TO� THE� SUM� OF� RISK�
WEIGHTED�ASSETS�FOR�CREDIT�RISK��4OTAL�27!�IS�THEN�USED�AS�DENOMINATOR�WHILE�TOTAL�%LIGIBLE�
2EGULATORY�#APITAL�AS�ON�NUMERATOR�TO�DERIVE�#APITAL�!DEQUACY�2ATIO�

8YWFYJL^�YT�FHMNJ[J�YMJ�WJVZNWJI�(FUNYFQ�&IJVZFH^��
4UJWFYNTSFQ�QJ[JQ��
.RRJINFYJ�RJFXZWJX��

!SKING�UNRATED�CORPORATE�CLIENTS�TO�HAVE�CREDIT�RATING�FROM�%XTERNAL�#REDIT�!SSESSMENT�
)NSTITUTIONS��%#!)S	�RECOGNIZED�BY�"ANGLADESH�"ANK�
2IGOROUS�MONITORING�OF�OVERDUE�CONTRACTS�TO�BRING�THOSE�UNDER����DAYS�OVERDUE��
!SSESSING� INCREMENTAL� EFFECT� OF� CAPITAL� CHARGE� OVER� THE� EXPECTED� NET� INCOME� FROM�
FINANCING�BEFORE�SANCTIONING�ANY�APPRAISAL��WHICH�COULD�BE�ONE�OF�THE�CRITERIA�FOR�TAKING�
FINANCING�DECISION��

(TSYNSZTZX�RJFXZWJX�

#ONCENTRATING�ON�3-%�CLIENTS�HAVING�EXPOSURE�UP�TO�"$4���CRORE�AS�THIS�WILL�CARRY�����
FIXED�RISK�WEIGHT��FOR�REGULAR�CONTRACTS�ONLY	��
&INANCING�CLIENTS�HAVING�GOOD�CREDIT�RATING��

5SING� BENEFIT� OF� CREDIT� RISK� MITIGATION� BY� TAKING� ELIGIBLE� FINANCIAL� COLLATERALS� AGAINST�
TRANSACTIONS��

&OCUSING�MORE� ON� BOOKING� HIGH� SPREAD� EARNING� ASSETS� AND� THUS� INCREASING� RETAINED�
EARNINGS��

3TRATEGIC�,EVEL�
)NJECTING�FRESH�CAPITAL�BY�ISSUING�RIGHT�SHARES��IF�REQUIRED�

�6ZFSYNYFYN[J�)NXHQTXZWJX

B	�#APITAL�REQUIREMENT�FOR�#REDIT�
2ISK

���������#RORE�"$4

#	�#APITAL�REQUIREMENT�FOR�-ARKET�
2ISK�

�������#RORE�"$4

D	�#APITAL�REQUIREMENT�FOR�
OPERATIONAL�RISK�

������#RORE�"$4

E	�4OTAL�AND�4IER���CAPITAL�RATIO�

����(FUNYFQ�&IJVZFH^

5FWYNHZQFW (TSXTQNIFYJI 8YFSI�&QTSJ

#!2�ON�4OTAL�CAPITAL�BASIS���	 ����� �����

#!2�ON�4IER���CAPITAL�BASIS���	 ����� �����
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����(WJINY�7NXP�

6ZFQNYFYN[J�)NXHQTXZWJX
A	�4HE�GENERAL�
QUALITATIVE�DISCLOSURE�
REQUIREMENT�WITH�
RESPECT�TO�CREDIT�RISK��
INCLUDING�

&INANCIAL�INSTITUTIONS�CLASSIFIES�LOANS�AND�ADVANCES��LOANS�AND�BILL�DISCOUNT�IN�THE�NATURE�OF�AN�
ADVANCE	� INTO� PERFORMING�AND�NON
PERFORMING� LOANS� �.0,	� IN� REFERENCE� TO�$&)-�CIRCULAR�NO����
DATED���TH�*ULY�����

$EFINITIONS�OF�PAST�
DUE�AND�IMPAIRED��FOR�
ACCOUNTING�PURPOSES	

!S�PER�THE�"ANGLADESH�"ANKĈS�0RUDENTIAL�'UIDELINE�ON�#APITAL�!DEQUACY�AND�-ARKET�$ISCIPLINE�FOR�
&INANCIAL�)NSTITUTIONS��THE�UNSECURED�PORTION�OF�ANY�CLAIM�OR�EXPOSURE��OTHER�THAN�CLAIMS�SECURED�
BY�RESIDENTIAL�PROPERTY	�THAT�IS�PAST�DUE�FOR����DAYS�OR�MORE��NET�OF�SPECIFIC�PROVISIONS��INCLUDING�
PARTIAL�WRITE
OFF	�WILL�BE�RISK�WEIGHTED�AS�PER�RISK�WEIGHTS�OF�RESPECTIVE�BALANCE�SHEET�EXPOSURES��
&OR�THE�PURPOSE�OF�DEFINING�THE�NET�EXPOSURE�OF�THE�PAST�DUE�LOAN��ELIGIBLE�FINANCIAL�COLLATERAL��IF�
ANY	�MAY�BE�CONSIDERED�FOR�#REDIT�2ISK�-ITIGATION�

�����!NY�#ONTINUOUS�,OAN�OR�$EMAND�,OAN�IF�NOT�REPAID�RENEWED�WITHIN�THE�FIXED�EXPIRY�DATE�FOR�
REPAYMENT�OR�AFTER�THE�DEMAND�BY�THE�&)�WILL�BE�TREATED�AS�PAST�DUE�OVERDUE�FROM�THE�FOLLOW

ING�DAY�OF�THE�EXPIRY�DATE��7HEREAS��IN�CASE�OF�ANY�INSTALMENT��S	�OR�PART�OF�INSTALMENT��S	�OF�A�
&IXED�4ERM�,OAN�IS�NOT�REPAID�WITHIN�THE�FIXED�EXPIRY�DATE��THE�AMOUNT�OF�UNPAID�INSTALMENT��S	�
WILL�BE�TREATED�AS�PAST�DUE�OVERDUE�AFTER�SIX�MONTHS�OF�THE�EXPIRY�DATE�

�����!�CONTINUOUS�LOAN��DEMAND�LOAN��FIXED�TERM�LOAN�OR�ANY�INSTALMENT�S	��PART�PF�INSTALMENT�S	�OF�
A�&IXED�4ERM�,OAN�WHICH�WILL�REMAIN�PAST�DUE�OVERDUE�FOR�A�PERIOD�OF�
A�� ����THREE	�MONTHS�OR�BEYOND�BUT�LESS�THAN�����NINE	�MONTHS��THE�ENTIRE�LOAN�WILL�BE�PUT�INTO�

THE�ċ3UB
STANDARD��33	Č
B�� ����NINE	�MONTHS�OR�BEYOND�BUT�LESS�THAN�����TWELVE	�MONTHS��THE�ENTIRE�LOAN�WILL�BE�PUT�

INTO�THE�ċ$OUBTFUL��$&	Č�
C�� ����TWELVE	�MONTHS�OR�BEYOND��THE�ENTIRE�LOAN�WILL�BE�PUT�INTO�THE�ċ"AD�,OSS��"�,	
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$ESCRIPTION�OF�
APPROACHES�FOLLOWED�
FOR�SPECIFIC�AND�GENERAL�
ALLOWANCES�AND�
STATISTICAL�METHODS�

3PECIFIC� AND� 'ENERAL� PROVISIONS� ARE� MAINTAINED� ACCORDING� TO� THE� RELEVANT� "ANGLADESH� "ANK�
GUIDELINE��

$ISCUSSION�OF�THE�&)ĈS�
CREDIT�RISK�MANAGEMENT�
POLICY

.RUQJRJSYFYNTS�TK�[FWNTZX�XYWFYJLNJX�YT�RNSNRN_J�WNXP��
4O�ENCOUNTER�AND�MITIGATE�CREDIT�RISK�THE�FOLLOWING�CONTROL�MEASURES�ARE�TAKEN�PLACE�AT�"ANGLADESH�
&INANCE��
Đ� ,OOKING�INTO�PAYMENT�PERFORMANCE�OF�CUSTOMER�BEFORE�FINANCING��
Đ� !NNUAL�REVIEW�OF�CLIENTS��
Đ� !DEQUATE�INSURANCE�COVERAGE�FOR�FUNDED�ASSETS��
Đ� 6IGOROUS�MONITORING�AND�FOLLOW�UP�BY�3PECIAL�!SSETS�-ANAGEMENT�AND�COLLECTION�4EAM��
Đ� 3TRONG�FOLLOW�UP�OF�COMPLIANCE�OF�CREDIT�POLICIES�BY�#REDIT�!DMINISTRATION�$EPARTMENT��
Đ� 4AKING�COLLATERAL�AND�PERFORMING�VALUATION�AND�LEGAL�VETTING�ON�THE�PROPOSED�COLLATERAL��
Đ� 3EEKING�LEGAL�OPINION�FROM�INTERNAL�AND�EXTERNAL�LAWYER�FOR�ANY�LEGAL�ISSUES��
Đ� -AINTAINING� NEUTRALITY� IN� POLITICS� AND� FOLLOWING� ARMĈS� LENGTH� APPROACH� IN� RELATED� PARTY�

TRANSACTIONS��
Đ� 2EGULAR�REVIEW�OF�MARKET�SITUATION�AND�INDUSTRY�EXPOSURE��
Đ� 3ECTOR
WISE�PORTFOLIO� IS�MAINTAINED� WITHIN� SPECIFIC� LIMITS� TO� ENSURE� DIVERSIFICATION� OF� LOAN�

ASSETS��
)N� ADDITION� TO� THE� INDUSTRY� BEST� PRACTICES� FOR� ASSESSING�� IDENTIFYING� AND� MEASURING� RISKS��
"ANGLADESH�&INANCE�ALSO�CONSIDERS�'UIDELINES�FOR�-ANAGING�#ORE�2ISKS�OF�FINANCIAL�INSTITUTIONS�
ISSUED�BY�THE�#OUNTRYĈS�#ENTRAL�"ANK��"ANGLADESH�"ANK��VIDE�&)$�#IRCULAR�.O�����DATED�3EPTEMBER�
���������FOR�MANAGEMENT�OF�RISKS����

&UUWT[JI�(WJINY�5TQNH^�G^�YMJ�'TFWI�TK�)NWJHYTWX

4HE� "OARD� OF� $IRECTORS� HAS� APPROVED� THE� #REDIT� 0OLICY� FOR� THE� COMPANY� WHERE� MAJOR� POLICY�
GUIDELINES��GROWTH�STRATEGY��EXPOSURE� LIMITS� �FOR� PARTICULAR� SECTOR��PRODUCT�� INDIVIDUAL�COMPANY�
AND�GROUP	�AND�RISK�MANAGEMENT�STRATEGIES�HAVE�BEEN�DESCRIBED�STATED�IN�DETAIL��#REDIT�0OLICY�
IS�REGULARLY�UPDATED�TO�COPE�UP�WITH�THE�CHANGING�GLOBAL��ENVIRONMENTAL�AND�DOMESTIC�ECONOMIC�
SCENARIOS�

8JUFWFYJ�(WJINY�7NXP�2FSFLJRJSY�
(72��)JUFWYRJSY

!N�INDEPENDENT�#REDIT�2ISK�-ANAGEMENT��#2-	�$EPARTMENT�IS�IN�PLACE��AT�"ANGLADESH�&INANCE��
TO�SCRUTINIZE�PROJECTS�FROM�A�RISK
WEIGHTED�POINT�OF�VIEW�AND�ASSIST�THE�MANAGEMENT�IN�CREATING�
A� HIGH�QUALITY� CREDIT� PORTFOLIO� AND�MAXIMIZE� RETURNS� FROM� RISK�ASSETS�� 2ESEARCH� TEAM�OF� #2-�
REGULARLY�REVIEWS�MARKET�SITUATION�AND�EXPOSURE�OF�"ANGLADESH�&INANCE�IN�VARIOUS�INDUSTRIAL�SUB

SECTORS��#REDIT�!DMINISTRATION�$EPARTMENT�HAS�BEEN�SEGREGATED� FROM�#2-�IN� LINE�WITH�#ENTRAL�
"ANKĈS�'UIDELINES��#2-�ASSESS�CREDIT�RISKS�AND�SUGGEST�MITIGATIONS�BEFORE�RECOMMENDATION�OF�
EVERY�CREDIT�PROPOSAL�WHILE�#REDIT�!DMINISTRATION�CONFIRMS�THAT�ADEQUATE�LOAN�AND�LEASE�SECURITY�
DOCUMENTS�ARE�IN�PLACE�BEFORE�DISBURSEMENT�

8UJHNFQ�&XXJYX�2FSFLJRJSY�FSI�(TQQJHYNTS�9JFR

!�STRONG�,AW�AND�2ECOVERY�4EAM�MONITORS� THE�PERFORMANCE�OF� THE� LOANS���ADVANCES�� IDENTIFY�
EARLY�SIGNS�OF�DELINQUENCIES�IN�PORTFOLIO��AND�TAKE�CORRECTIVE�MEASURES�TO�MITIGATE�RISKS��IMPROVE�
LOAN�QUALITY�AND�TO�ENSURE�RECOVERY�OF�LOANS�IN�A�TIMELY�MANNER�INCLUDING�LEGAL�ACTIONS�

9^UJX�TK�1TFS
5WT[NXNTS
2FNSYFNSJI

3-%�ą3TANDARD�LOAN�LEASE �����
3UBSIDIARIES�SISTER�CONCERNS��BROKERAGE�HOUSE�MERCHANT�BANKS�STOCK�DEALERS ��
3TANDARD� � LOANS� �OTHER� THAN� 3-%�� 3UBSIDIARIES�SISTER� CONCERNS�� BROKERAGE�
HOUSE�MERCHANT�BANKS�STOCK�DEALERS�
�3TANDARD�LOAN��LEASE	�

��

3-!�LOAN��LEASE ��
3UB
STANDARD�LOAN�LEASE ���
$OUBTFUL�LOAN�LEASE ���

"AD�LOSS�LOAN�LEASE�AFTER�DEDUCTING�THE�AMOUNT�OF�INTEREST�EXPENSES�AND�VALUE�
OF�ELIGIBLE�SECURITIES�FROM�THE�OUTSTANDING�BALANCE�OF�CLASSIFIED�ACCOUNTS���

����



���

.SIJUJSIJSY�.SYJWSFQ�(TSYWTQ�FSI�(TRUQNFSHJX�)JUFWYRJSY�
.((��

!PPROPRIATE�INTERNAL�CONTROL�MEASURES�ARE� IN�PLACE�AT�"ANGLADESH�&INANCE��"ANGLADESH�
&INANCE� HAS� ALSO� ESTABLISHED� )NTERNAL� #ONTROL� AND� #OMPLIANCES� $EPARTMENT� �)##	� TO�
ENSURES�� COMPLIANCE� WITH� APPROVED� LENDING� GUIDELINES�� "ANGLADESH� "ANK� GUIDELINES��
OPERATIONAL�PROCEDURES��ADEQUACY�OF�INTERNAL�CONTROL�AND�DOCUMENTATION�PROCEDURES��)##�
FRAMES�AND�IMPLEMENTS�POLICIES�TO�ENCOUNTER�SUCH�RISKS�

(WJINY�*[FQZFYNTS

4HE�#REDIT�#OMMITTEE� �##	� REGULARLY�MEETS� TO�REVIEW�THE�MARKET�AND�CREDIT�RISK� RELATED�
TO� LENDING�AND�RECOMMEND�AND�IMPLEMENT�APPROPRIATE�MEASURES�TO�COUNTER�ASSOCIATED�
RISKS��4HE�##�CRITICALLY� REVIEWS�PROPOSALS�CONSIDERING� THE�CURRENT�GLOBAL�FINANCIAL�CRISIS�
AND�ITS�PROBABLE�IMPACT�ON�THE�SPECIFIC�PROJECT�

#REDIT� 2ISK� 'RADING� �#2'	� HELPS� A� &INANCIAL� )NSTITUTION� TO� UNDERSTAND� THE� VARIOUS�
DIMENSIONS�OF� RISKS� INVOLVED� IN� TRANSACTIONS�RELATED� TO�SMALL�BUSINESS�CLIENTS�WHO�ARE�
PLYING�THEIR�BUSINESSES�IN�VARIOUS�GEOGRAPHICAL�LOCATIONS�ACROSS�THE�COUNTRY��"ANGLADESH�
&INANCE�HAS�BEEN�DEVELOPING�AND�MANAGING�#2'�TO�PROMOTE�THE�SAFETY�AND�SOUNDNESS�OF�
THE�#OMPANY�BY�FACILITATING�INFORMED�DECISION
MAKING��4HIS�GRADING�MEASURES�CREDIT�RISK�
AND�DIFFERENTIATE�INDIVIDUAL�CREDITS�AND�GROUPS�OF�CREDITS�BY�THE�RISK�THEY�POSE��4HIS�ALLOWS�
MANAGEMENT�AND�EXAMINERS� TO�MONITOR�CHANGES�AND�TRENDS�IN�RISK�LEVELS��4HE�PROCESS�
ALSO�ALLOWS�THE�MANAGEMENT�TO�MANAGE�RISK�TO�OPTIMIZE�RETURNS�

4O�MITIGATE�CREDIT�RISK��"ANGLADESH�&INANCE�SEARCH�FOR�CREDIT�INFORMATION�REPORT�FROM�THE�
#REDIT�)NFORMATION�"UREAU��#)"	�OF�"ANGLADESH�"ANK��4HE�REPORT�IS�SCRUTINIZED�BY�#2-�AND�
##�TO�UNDERSTAND�THE�LIABILITY�CONDITION�AND�REPAYMENT�BEHAVIOR�OF�THE�CLIENT��$EPENDING�
ON�THE�REPORT��OPINIONS�ARE�TAKEN�FROM�CLIENTĈS�BANKS��3UPPLIERSĈ�AND�BUYERSĈ�OPINION�ARE�
TAKEN�TO�UNDERSTAND�THE�MARKET�POSITION�AND�REPUTATION�OF�OUR�PROPOSED�CUSTOMERS�

(WJINY�&UUWT[FQ�5WTHJXX

4O� ENSURE� BOTH� SPEEDY� SERVICE� AND� MITIGATION� OF� CREDIT� RISK�� THE� APPROVAL� PROCESS� IS�
MAINTAINED�THROUGH�A�MULTILAYER�SYSTEM��$EPENDING�ON�THE�SIZE�OF�THE�LOAN��A�MULTILAYER�
APPROVAL�SYSTEM�IS�DESIGNED��!S�SMALLER�LOANS�ARE�VERY�FREQUENT�AND�COMPARATIVELY�LESS�
RISKY��LOWER�SANCTIONING�AUTHORITY� IS�SET�TO� IMPROVE�THE�TURNAROUND�TIME�AND�ASSOCIATED�
RISK��"IGGER�LOANS�REQUIRE�MORE�SCRUTINY�AS�THE�ASSOCIATED�RISK�IS�HIGHER��3O�SANCTIONING�
AUTHORITY�IS�HIGHER�AS�WELL�

(WJINY�6ZFQNY^�FSI�5TWYKTQNT�)N[JWXNKNHFYNTS

"ANGLADESH�&INANCE�BELIEVES� IN�DIVERSIFICATION�IN� TERMS�OF�PRODUCTS�AS�WELL�AS�SECTORS��
4O�MITIGATE�THE�#REDIT�2ISK��THE�COMPANY�DIVERSIFIES�ITS�LOAN�EXPOSURE�TO�DIFFERENT�SECTORS�
CONFIRMING�THE�#ENTRAL�"ANKĈS�REQUIREMENTS��4HRESHOLD�LIMIT�IS�SET�FOR�ANY�SECTOR�SO�THAT�
ANY�ADVERSE�IMPACT�ON�ANY�INDUSTRY�HAS�MINIMUM�EFFECT�ON�"ANGLADESH�&INANCEĈS�TOTAL�
RETURN��#ENTRAL�"ANKĈS�INSTRUCTIONS�ARE�STRICTLY�FOLLOWED�IN�DETERMINING

3INGLE�"ORROWER�,ARGE�,OAN�LIMIT��3IGNIFICANT�CONCENTRATION�OF�CREDIT�IN�TERMS�OF�GROUPS�OR�
GEOGRAPHICAL�LOCATION�IS�CAREFULLY�AVOIDED�TO�MINIMIZE�RISK�

*FWQ^�<FWSNSL�8^XYJR

0ERFORMANCE�OF�LOANS�IS�REGULARLY�MONITORED�TO�TRIGGER�EARLY�WARNING�SYSTEM�TO�ADDRESS�
THE� LOANS� AND� ADVANCES�WHOSE� PERFORMANCE� SHOW� ANY� DETERIORATING� TREND�� )T� ENABLES�
THE�COMPANY�TO�GROW�ITS�CREDIT�PORTFOLIO�WITH�ULTIMATE�OBJECTIVE�TO�PROTECT�THE�INTEREST�OF�
STAKEHOLDERS�

351�2FSFLJRJSY

"ANGLADESH� &INANCE� MEASURES� ITS� LOAN� PORTFOLIO� IN� TERMS� OF� PAYMENT� ARREARS�� 4HE�
IMPAIRMENT�LEVELS�ON�THE�LOANS�AND�ADVANCES�ARE�MONITORED�REGULARLY�

&X�UJW�+.)�(NWHZQFW�3T���IFYJI�2FWHM������������FSI�)+.2�(NWHZQFW�3T���IFYJI�&UWNQ�����
�����

��� ,OAN�,EASE��CLASSIFIED�AS�BAD�LOSS�AND�WITH������PROVISION��CAN�ONLY�BE�WRITTEN
OFF��

��� !PPROVAL�FROM�THE�"OARD�OF�$IRECTORS�HAS�TO�BE�TAKEN�BEFORE�WRITE
OFF�



������

��� 4HE�FINANCIAL�INSTITUTIONS�SHOULD�CONSTANTLY�TRY�TO�RECOVER�THE�LOAN�LEASE�WRITTEN

OFF� AMOUNT�� )F� LEGAL� ACTION�HAS� NOT� BEEN� TAKEN�AGAINST� THE� CLIENT�� LEGAL� CHARGES�
SHOULD�BE�PLACED�BEFORE�THE�WRITE�OFF��

��� 4O�EXPEDITE�THE�LEGAL�SETTLEMENT�OR�COLLECTION�OF�THE�DUE�AMOUNT��THIRD�PARTY�AGENTS�
CAN�BE�APPOINTED�BY�THE�FINANCIAL�INSTITUTIONS��

��� SEPARATE� LEDGER�SHOULD�BE�MAINTAINED�FOR� THE�WRITTEN�OFF� LOANS�LEASES�AND�THE�
ACCUMULATED�WRITTEN�OFF�VALUE�SHOULD�BE�DISCLOSED�SEPARATELY�UNDER�THE�HEADING�
OF� ċNOTES� TO� THE� ACCOUNTČ� IN� THE� ANNUAL� REPORT�BALANCE� SHEET� OF� THE� FINANCIAL�
INSTITUTIONS��

��� %VEN� IF� THE� LOAN�LEASE� HAS� BEEN� WRITTEN� OFF�� THE� CLIENT� SHOULD� BE� CLASSIFIED� AS�
DEFAULTER�AND�REPORTED�TO�#)"�ACCORDINGLY��

(TZSYJWUFWY^�(WJINY�7FYNSL

"ANGLADESH� FINANCE� IS� TAKING� INITIATIVES� TO� RATE� THE� #ORPORATE� #LIENTS� OF� THE� COMPANY�
IMMEDIATELY�BY�THE�%XTERNAL�#REDIT�!SSESSMENT�)NSTITUTIONS��%#!)S	�2ATING�!GENCIES�DULY�
RECOGNIZED� BY� THE�#ENTRAL�"ANK��!S�ON�$ECEMBER����� ������ TOTAL� NET� EXPOSURE� OF�"$4�
�������CRORE�WAS�ELIGIBLE�FOR�CREDIT�RATING��!MONG�THESE�NET�EXPOSURE�OF�"$4�������CRORE�
HAD�VALID�CREDIT�RATINGS��4HAT� IS�� ABOUT��������OF�RATE�ABLE�EXPOSURE�WAS�RATED��7E�ARE�
OPTIMISTIC�OF�GETTING�MORE�COUNTER�PARTY�RATINGS�BY������

2JYMTIX�ZXJI�YT�RJFXZWJ�(WJINY�7NXP

!S�PER�THE�DIRECTIVES�OF�"ANGLADESH�"ANK��ć4HE�3TANDARDIZED�APPROACHĈ�IS�APPLIED�BY�THE�
COMPANY�TO�MEASURE�ITS�#REDIT�2ISK�

6ZFQNYFYN[J�)NXHQTXZWJX

B	� 4OTAL�GROSS�CREDIT�RISK�
EXPOSURES�BROKEN�DOWN�
BY�MAJOR�TYPES�OF�CREDIT�
EXPOSURE�

C	� 'EOGRAPHICAL�DISTRIBUTION�OF�
EXPOSURES��BROKEN�DOWN�IN�
SIGNIFICANT�AREAS�BY�MAJOR�
TYPES�OF�CREDIT�EXPOSURE��

5FWYNHZQFWX &RTZSY�NS�')9�
HWTWJ

,EASE�&INANCE ������

4ERM�&INANCE ������

(OUSING�&INANCE ������

9TYFQ� ��������

&WJF &RTZSY�NS�')9�
HWTWJ

$HAKA�$IVISION �������

#HATTOGRAM�$IVISION ������

+HULNA�$IVISION ����

3YLHET�$IVISION ����

9TYFQ� �������



���

6ZFQNYFYN[J�)NXHQTXZWJX

D	� �)NDUSTRY�OR�COUNTERPARTY�TYPE�
DISTRIBUTION�OF�EXPOSURES��
BROKEN�DOWN�BY�MAJOR�TYPES�
OF�CREDIT�EXPOSURE�

3ECTOR�WISE�CLASSIFICATION�OF�)NVESTMENT ����

&RTZSY�NS�HWTWJ
���4RADE���#OMMERCE ��������
���)NDUSTRY ��������

!��'ARMENTS���+NITWEAR �������
"��4EXTILES ��������
#��&OOD�0RODUCTION��0ROCESSING���2ICE�-ILLS �������
$��*UTE���*UTE�PRODUCTS ������
%��0LASTIC���2UBBER�)NDUSTRY ������
&��,EATHER���,EATHER�GOODS ������
'��)RON��3TEEL���%NGINEERING ��������
(��0HARMACEUTICALS���#HEMICALS ������
)��#EMENT���!LLIED�)NDUSTRY �
���
*��0APER��0ACKAGING��0RINTING��0UBLISHING���!LLIED�)NDUSTRY ������
+��7OOD��&URNITURE���&IXTURE �
���
,��'LASS��'LASSWARE���#ERAMIC�)NDUSTRY �
���
-��3HIP�-ANUFACTURING���"REAKING �
���
.��%LECTRONICS���%LECTRICAL�0RODUCTS �������
/��0OWER��'AS��0ETROLEUM��7ATER���3ANITARY �������
0��4RANSPORT���!VIATION �������
1��/THERS �
���

���!GRICULTURE �������
���-INING���1UARRYING �
���
���(OUSING ��������
���&INANCIAL�#ORPORATION ��������
���3ERVICE �������
���#ONSUMER�&INANCE �������
���/THERS �������

4OTAL ����������



������

"ESIDES��"ANGLADESH� &INANCE�'ROUP�PORTFOLIO� INCLUDES� TOTAL�MARGIN� LOAN� TO�CLIENTS�BY�
OUR�CAPITAL�MARKET�SUBSIDIARIES��"&3,�AND�"&#,	�OF�"$4�������CRORE��4HEREFORE��THE�TOTAL�
CREDIT�EXPOSURE�OF�THE�GROUP�AMOUNTS�TO�')9����������HWTWJ�



���

E	� 2ESIDUAL�CONTRACTUAL�MATURITY�
BREAKDOWN�OF�THE�WHOLE�
PORTFOLIO��BROKEN�DOWN�
BY�MAJOR�TYPES�OF�CREDIT�
EXPOSURE�

F	� 'ROSS�.ON
0ERFORMING�
!SSETS��.0!S	

.ON
0ERFORMING�!SSETS��.0!S	�TO�/UTSTANDING�,OANS���!DVANCES�-OVEMENTS�OF�3PECIFIC�
0ROVISIONS�FOR�.0!S

5FWYNHZQFWX &RTZSY�NS�')9�
HWTWJ

2ECEIVABLE�ON�$EMAND �������

.OT�MORE�THAN���MONTHS ��������

/VER���MONTHS�BUT�NOT�MORE�THAN���YEAR ��������

/VER���YEAR�BUT�NOT�MORE�THAN���YEARS ��������

/VER���YEARS ��������

9TYFQ ��������

5FWYNHZQFWX &RTZSY�NS�')9�
HWTWJ

/PENING�BALANCE �����

!DDITION���!DJUSTMENT	�DURING�THE�YEAR �����

(QTXNSL�'FQFSHJ �����

����*VZNYNJX��GFSPNSL�GTTP�UTXNYNTSX

6ZFQNYFYN[J�)NXHQTXZWJX

$IFFERENTIATION�BETWEEN�HOLDINGS�
ON�WHICH�CAPITAL�GAINS�ARE�
EXPECTED�AND�THOSE�TAKEN�UNDER�
OTHER�OBJECTIVES�INCLUDING�
FOR�RELATIONSHIP�AND�STRATEGIC�
REASONS

$ISCUSSION�OF�IMPORTANT�POLICIES�
COVERING�THE�VALUATION�AND�
ACCOUNTING�OF�EQUITY�HOLDINGS�
IN�THE�BANKING�BOOK�POSITIONS��
4HIS�INCLUDES�THE�ACCOUNTING�
TECHNIQUES�AND�VALUATION�
METHODOLOGIES�USED��INCLUDING�
KEY�ASSUMPTIONS�AND�PRACTICES�
AFFECTING�VALUATION�AS�WELL�AS�
SIGNIFICANT�CHANGES�IN�THESE�
PRACTICES�

)NVESTMENT�IN�EQUITY�MAINLY�FOR�CAPITAL�GAIN�PURPOSE�BUT�THE�COMPANY�HAS�SOME�INVESTMENT�
FOR�RELATIONSHIP�AND�STRATEGIC�REASONS

4HE� EQUITY� MARKETS� ARE� TRADITIONALLY� VOLATILE� WITH� A� HIGH
RISK�� HIGH
RETURNS� PROFILE�� !S�
SUCH�INVESTORS�IN�THE�EQUITY�MARKET�HAVE�TO�PLAN�AND�STRATEGIZE�TO�REDUCE�THEIR�RISKS�AND�
INCREASE�THEIR�RETURNS��%QUITY�INVESTMENTS�MUST�THEREFORE�GO�HAND�IN�HAND�WITH�A�GOOD�RISK�
MANAGEMENT�PLAN�IN�PLACE��)N�AN�UNCERTAIN�MARKETPLACE�LIKE�THE�PRESENT��INVESTOR�CANNOT�
AFFORD�TO�PLACE�ALL�HOPE�IN�ONLY�ONE�THING��4HEREFORE��IT�IS�VERY�IMPORTANT�TO�PROTECT�THE�TOTAL�
INVESTMENT�VALUE�BY�MEANS�OF�DIVERSIFICATION�

)NVESTMENTS� IN�SHARES�OF�"ANGLADESH�&INANCE�ARE�MADE�WITH�JUDGMENT�AND�CARE��UNDER�
CIRCUMSTANCES� THEN�PREVAILING�� WHICH� PERSONS�OF� PRUDENCE�� DISCRETION� AND� INTELLIGENCE�
EXERCISE�IN�THE�MANAGEMENT�OF�THEIR�OWN�AFFAIRS��NOT�FOR�SPECULATION��BUT�FOR�INVESTMENT��
CONSIDERING�THE�PROBABLE�SAFETY�OF�CAPITAL�AS�WELL�AS�THE�PROBABLE�INCOME�TO�BE�DERIVED��
4HE�COMPANY�RECOGNIZES�THAT�NO�INVESTMENT�IS�TOTALLY�FREE�FROM�RISK�AND�THAT�OCCASIONAL�
MEASURED�LOSSES�ARE�INEVITABLE�IN�A�DIVERSIFIED�PORTFOLIO�AND�WILL�BE�CONSIDERED�WITHIN�THE�
CONTEXT�OF�THE�OVERALL�PORTFOLIOĈS�RETURN��PROVIDED�THAT�ADEQUATE�DIVERSIFICATION�HAS�BEEN�
IMPLEMENTED�AND�THAT�THE�SALE�OF�A�SECURITY�IS�IN�THE�BEST�INTEREST�OF�THE�COMPANY�
1UOTED�SHARES�ARE�VALUED�AT�COST�PRICES�AND�IF�THE�TOTAL�COST�OF�A�PARTICULAR�SHARE�IS�LOWER�
THAN�THE�MARKET�VALUE�OF�THAT�PARTICULAR�SHARE��THEN�PROVISIONS�ARE�MAINTAINED�AS�PER�TERMS�
AND�CONDITION�OF�REGULATORY�AUTHORITY��/N�THE�OTHER�HAND��UNQUOTED�SHARE�IS�VALUED�AT�COST�
PRICE�OR�BOOK�VALUE�AS�PER�LATEST�AUDITED�ACCOUNTS�



������

6ZFSYNYFYN[J�)NXHQTXZWJX

A	� 6ALUE�DISCLOSED�IN�THE�
BALANCE�SHEET�OF�INVESTMENTS��
AS�WELL�AS�THE�FAIR�VALUE�OF�
THOSE�INVESTMENTS��FOR�QUOTED�
SECURITIES��A�COMPARISON�TO�
PUBLICLY�QUOTED�SHARE�VALUES�
WHERE�THE�SHARE�PRICE�IS�
MATERIALLY�DIFFERENT�FROM�FAIR�
VALUE�

B	� 4HE�CUMULATIVE�REALIZED�
GAINS��LOSSES	�ARISING�FROM�
SALES�AND�LIQUIDATIONS�IN�THE�
REPORTING�PERIOD�

C	� 4OTAL�LATENT�REVALUATION�GAINS�
�LOSSES	

� !NY AMOUNTS�OF�THE�ABOVE�
INCLUDED�IN�4IER���CAPITAL�

D	� #APITAL�REQUIREMENTS�BROKEN�
DOWN�BY�APPROPRIATE�EQUITY�
GROUPINGS��CONSISTENT�
WITH�THE�&)ĈS�METHODOLOGY��
AS�WELL�AS�THE�AGGREGATE�
AMOUNTS�AND�THE�TYPE�OF�
EQUITY�INVESTMENTS�SUBJECT�TO�
ANY�SUPERVISORY�PROVISIONS�
REGARDING�REGULATORY�CAPITAL�
REQUIREMENTS�

I����8UJHNKNH�7NXP

-ARKET�VALUE�OF�INVESTMENT�IN�EQUITIES�IS�"$4�������CRORE��#APITAL�2EQUIREMENT�IS�����OF�
THE�SAID�VALUE�WHICH�STAND�TO�"$4������CRORE�

I����,JSJWFQ�7NXP

-ARKET�VALUE�OF�INVESTMENT�IN�EQUITIES�IS�"$4�������CRORE��#APITAL�2EQUIREMENT�IS�����OF�
THE�SAID�VALUE�WHICH�STAND�TO�"$4������CRORE�

I����9TYFQ�
I��I��

"$4������CRORE�

"$4������CRORE

5FWYNHZQFWX (TXY�5WNHJ 2FWPJY�5WNHJ

1UOTED�SHARES ����� �����

5NQUOTED�SHARES ���� 


5FWYNHZQFWX &RTZSY�NS�')9�HWTWJ

4OTAL�LATENT�REVALUATION�GAINS��LOSSES	 �����

����.SYJWJXY�WFYJ�NS�YMJ�GFSPNSL�GTTP

6ZFQNYFYN[J�)NXHQTXZWJX

6ZFQNYFYN[J�)NXHQTXZWJX

4HE�GENERAL�QUALITATIVE�
DISCLOSURE�REQUIREMENT�INCLUDING�
THE�NATURE�OF�INTEREST�RISK�AND�
KEY�ASSUMPTIONS��INCLUDING�
ASSUMPTIONS�REGARDING�LOAN�
PREPAYMENTS�AND�BEHAVIOR�OF�
NON
MATURITY�DEPOSITS�

)NTEREST�RATE�RISK�IN�THE�BANKING�BOOK�ARISES�FROM�MISMATCHES�BETWEEN�THE�FUTURE�YIELD�OF�
AN�ASSETS�AND�THEIR�FUNDING�COST��!SSETS�,IABILITY�#OMMITTEE��!,#/	�MONITORS�THE�INTEREST�
RATE�MOVEMENT�ON�A�REGULAR�BASIS��"ANGLADESH�&INANCE�MEASURE�THE�)NTEREST�2ATE�2ISK�
BY� CALCULATION� $URATION� 'AP� I�E�� A� POSITIVE� $URATION� 'AP� AFFECT� COMPANYĈS� PROFITABILITY�
ADVERSELY�WITH�THE� INCREMENT�OF� INTEREST� RATE�AND�A�NEGATIVE�$URATION�'AP� INCREASE� THE�
COMPANYĈS�PROFITABILITY�WITH�THE�REDUCTION�OF�INTEREST�RATE�

4HE� INCREASE� �DECLINE	� IN� EARNINGS� OR� ECONOMIC� VALUE� �OR� RELEVANT� MEASURE� USED� BY�
MANAGEMENT	�FOR�UPWARD�AND�DOWNWARD�RATE�SHOCKS�ACCORDING�TO�MANAGEMENTĈS�METHOD�
FOR�MEASURING�INTEREST�RATE�RISK�BROKEN�DOWN�BY�CURRENCY��AS�RELEVANT	�



���

2FYZWNY^�\NXJ�)NXYWNGZYNTS�TK�&XXJYX�1NFGNQNYNJX

.SYJWJXY�7FYJ�7NXP���.SHWJFXJ�NS�.SYJWJXY�7FYJ

����2FWPJY�7NXP

6ZFQNYFYN[J�)NXHQTXZWJX

;NJ\X�TK�'TFWI�TK�)NWJHYTWX�

'4)��TS�9WFINSL�.S[JXYRJSY�
&HYN[NYNJX

2JYMTIX�:XJI�YT�2JFXZWJ�
2FWPJY�7NXP

2FWPJY�7NXP�2FSFLJRJSY�
8^XYJR

!LL� THE�-ARKET�2ISK�RELATED�POLICIES�GUIDELINES�ARE�DULY�APPROVED�BY�"/$��4HE�"/$�SETS�
LIMIT� AND� REVIEW� AND� UPDATES� THE� COMPLIANCE� ON� REGULAR� BASIS� AIMING� TO� MITIGATE� THE�
-ARKET�RISK�

-ARKET�2ISK� IS� THE�PROBABILITY� OF� LOSING� ASSETS� IN�BALANCE�SHEET�AND�OFF
� BALANCE� SHEET�
POSITION�ARISING�OUT�OF� VOLATILITY� IN�MARKET�VARIABLES� I�E�� INTEREST� RATE��EXCHANGE�RATE�AND�
PRICES�OF�SECURITIES�� )N� ORDER� TO�CALCULATE� THE�MARKET� RISK� FOR� TRADING�BOOK�PURPOSES� THE�
COMPANY�USES�3TANDARDIZED��RULE�BASED	�!PPROACH�WHERE�CAPITAL�CHARGE�FOR�INTEREST�RATE�
RISK��PRICE�AND�FOREIGN�EXCHANGE�RISK�IS�DETERMINED�SEPARATELY�

5TQNHNJX�FSI�5WTHJXXJX�KTW�2NYNLFYNSL�2FWPJY�7NXP

!�0OLICY�FOR�MANAGING�-ARKET�2ISK�HAS�BEEN�SET�OUT�BY�THE�"OARD�OF�$IRECTORS�OF�THE�COMPANY�
WHERE� CLEAR� INSTRUCTIONS�HAS� BEEN� GIVEN�ON� ,OAN� $EPOSIT� 2ATIO��7HOLE� 3ALE� "ORROWING�
'UIDELINES��-EDIUM�4ERM�&UNDING��-AXIMUM�#UMULATIVE�/UTFLOW��,IQUIDITY�#ONTINGENCY�
0LAN��,OCAL�2EGULATORY�#OMPLIANCE��2ECOMMENDATION�!CTION�0LAN�ETC��4REASURY�MANAGES�
THE�-ARKET�2ISK�WITH�THE�HELP�OF�!SSET�,IABILITY�-ANAGEMENT�#OMMITTEE��!,#/	�AND�!SSET�
,IABILITY�-ANAGEMENT��!,-	�$ESK�IN�THE�FOLLOWING�WAY�

.SYJWJXY�7NXP�2FSFLJRJSY

4REASURY�$IVISION�REVIEWS�THE�RISKS�OF�CHANGES�IN�INCOME�OF�THE�#OMPANY�AS�A�RESULT�OF�
MOVEMENTS�IN�MARKET�INTEREST�RATES��)N�THE�NORMAL�COURSE�OF�BUSINESS��"ANGLADESH�&INANCE�
TRIES� TO�MINIMIZE� THE�MISMATCHES�BETWEEN�THE�DURATION�OF� INTEREST� RATE�SENSITIVE�ASSETS�
AND�LIABILITIES��%FFECTIVE�)NTEREST�2ATE�2ISK�-ANAGEMENT�IS�DONE�AS�UNDER�

2FWPJY�&SFQ^XNX

-ARKET�ANALYSIS�OVER�INTEREST�RATE�MOVEMENTS�ARE�REVIEWED�BY�THE�4REASURY�OF�THE�COMPANY��
4HE�TYPE�AND�LEVEL�OF�MISMATCH�INTEREST�RATE�RISK�OF�THE�COMPANY�IS�MANAGED�AND�MONITORED�
FROM�TWO�PERSPECTIVES��BEING�AN�ECONOMIC�VALUE�PERSPECTIVE�AND�AN�EARNING�PERSPECTIVE�

5FWYNHZQFWX
��YT�������
IF^�
4SJ�
RTSYM�

4[JW���
RTSYM
YT

��RTSYMX

4[JW���
RTSYMX
YT���

RTSYMX�

4[JW���
RTSYMX

YT
��RTSYMX�

4[JW���
RTSYMX

YT
��^JFW

!��4OTAL�2ATE�3ENSITIVE�,IABILITIES ����� ����� ����� ������ ������

"��4OTAL�2ATE�3ENSITIVE�!SSETS ����� ����� ����� ������ ������

#��-ISMATCH 
����� 
���� 
���� ����� 
�����

$��#UMULATIVE�-ISMATCH 
����� 
����� 
����� 
����� 
�����

%��-ISMATCH���	 
������ 
����� 
����� ����� 
������

2FLSNYZIJ�TK�8MTHP
2NSTW
�


2TIJWFYJ
�


2FOTW
�


#HANGE�IN�THE�6ALUE�OF�"OND�0ORTFOLIO ���� ���� ����

.ET�)NTEREST�)NCOME 
���� 
���� 
����

2EVISED�2EGULATORY�#APITAL ������ ������ ������

2ISK�7EIGHTED�!SSETS ������� ������� �������

2EVISED�#!2���	 ������ ������ ������



������

,&5�&SFQ^XNX

!,#/�HAS�ESTABLISHED�GUIDELINES�IN�LINE�WITH�CENTRAL�"ANKĈS�POLICY�FOR�THE�MANAGEMENT�OF�
ASSETS�AND�LIABILITIES��MONITORING�AND�MINIMIZING�INTEREST�RATE�RISKS�AT�AN�ACCEPTABLE�LEVEL��
!,#/�IN�ITS�REGULAR�MONTHLY�MEETING�ANALYZES�)NTEREST�2ATE�3ENSITIVITY�BY�COMPUTING�'!0�
I�E�� THE� DIFFERENCE� BETWEEN� 2ATE� 3ENSITIVE� !SSETS� AND� 2ATE� 3ENSITIVE� ,IABILITY� AND� TAKE�
DECISION�OF�ENHANCING�OR�REDUCING�THE�'!0�ACCORDING�TO�PREVAILING�MARKET�SITUATION�AIMING�
TO�MITIGATE�INTEREST�RATE�RISK�

(TSYNSZTZX�2TSNYTWNSL

#OMPANYĈS� TREASURY� MANAGES� AND� CONTROLS� DAY
TO
DAY� TRADING� ACTIVITIES� UNDER� THE�
SUPERVISION�OF�!,#/�THAT�ENSURES�CONTINUOUS�MONITORING�OF�THE�LEVEL�OF�ASSUMED�RISKS�

*VZNY^�7NXP�2FSFLJRJSY

%QUITY�2ISK�IS�THE�RISK�OF�LOSS�DUE�TO�ADVERSE�CHANGE�IN�MARKET�PRICE�OF�EQUITIES�HELD�BY�THE�
#OMPANY��%QUITY�2ISK�IS�MANAGED�BY�THE�FOLLOWING�WAY�

"ANGLADESH� &INANCE� MINIMIZES� THE� %QUITY� 2ISKS� BY� 0ORTFOLIO� DIVERSIFICATION� AS� PER�
INVESTMENT�POLICY�OF�THE�COMPANY��4HE�ENTIRE�PORTFOLIO�IS�MANAGED�BY�"ANGLADESH�&INANCE�
3ECURITIES�,IMITED�

4HE�CAPITAL�REQUIREMENTS�FOR�
-ARKET�2ISK�

)NTEREST�RATE�RISK

%QUITY�POSITION�RISK ������#RORE









&OREIGN�%XCHANGE�0OSITION�AND�
#OMMODITY�RISK��IF�ANY	

6ZFSYNYFYN[J�)NXHQTXZWJX

���4UJWFYNTSFQ�7NXP

6ZFQNYFYN[J�)NXHQTXZWJX

6IEWS�OF�"OARD�ON�3YSTEM�TO�
2EDUCE�/PERATIONAL�2ISK

0ERFORMANCE�'AP�OF�%XECUTIVES�
AND�3TAFFS

0OTENTIAL�%XTERNAL�%VENTS

0OLICIES�AND�0ROCEDURES�FOR�
-ITIGATING�/PERATIONAL�2ISK�

!PPROACH�FOR�#ALCULATING�
#APITAL�#HARGE�FOR�/PERATIONAL�
2ISK�

!LL�THE�POLICIES�AND�GUIDELINES�OF�INTERNAL�CONTROL�AND�COMPLIANCES�ARE�DULY�APPROVED�BY�
THE�"OARD��4HE�"OARD�DELEGATES� ITS�AUTHORITY� TO�%XECUTIVE�#OMMITTEE�AND� TO�-!.#/-�
MEMBERS�AS�PER�COMPANY�POLICY�OF�DELEGATION�OF�AUTHORITY��!UDIT�#OMMITTEE�OF�THE�"OARD�
DIRECTLY�OVERSEES�THE�ACTIVITIES�OF�INTERNAL�CONTROL�AND�COMPLIANCE�AS�PER�GOOD�GOVERNANCE�
GUIDELINE�ISSUED�BY�3ECURITIES�AND�%XCHANGE�#OMMISSION�

"ANGLADESH� &INANCEĈS� RECRUITMENT� STRATEGY� IS� BASED� ON� RETAINING� AND� ATTRACTING� THE�
MOST�SUITABLE�PEOPLE� AT�ALL� LEVELS�OF� THE�BUSINESS� AND� THIS� IS� REFLECTED� IN�OUR�OBJECTIVE�
APPROACH�TO�RECRUITMENT�AND�SELECTION��4HE�APPROACH�IS�BASED�ON�THE�REQUIREMENTS�OF�THE�
JOB��BOTH�NOW�AND�IN�THE�NEAR�FUTURE	��MATCHING�THE�ABILITY�AND�POTENTIAL�OF�THE�INDIVIDUAL��
1UALIFICATION��SKILLS�AND�COMPETENCY�FORM�OUR�BASIS�FOR�NURTURING�TALENT��7E�ARE�PROUD�TO�
STATE� THAT� FAVORABLE� JOB�RESPONSIBILITIES�ARE� INCREASINGLY�ATTRACTING�GREATER�PARTICIPATION�
FROM�DIFFERENT�LEVEL�OF�EMPLOYEES�IN�THE�"ANGLADESH�&INANCE��7E�AIM�TO�FOSTER�A�SENSE�OF�
PRIDE�IN�WORKING�FOR�"ANGLADESH���&INANCE�AND�TO�BE�THE�EMPLOYER�OF�CHOICE��!S�SUCH�NO�
PERFORMANCE�GAP�EXISTS�IN�"ANGLADESH��&INANCE�

.O�SUCH�POTENTIAL�EXTERNAL�EVENT�EXISTS�TO�RAISE�OPERATIONAL�RISK�OF�"ANGLADESH��&INANCE�
AT�THE�TIME�OF�REPORTING�

"ANGLADESH�&INANCE�HAS�ALSO�ESTABLISHED�)NTERNAL�#ONTROL�AND�#OMPLIANCES�$EPARTMENT�
�)##	�TO�ADDRESS�OPERATIONAL�RISK�AND�TO�FRAME�AND�IMPLEMENT�POLICIES�TO�ENCOUNTER�SUCH�
RISKS��)##�ASSESSES�OPERATIONAL�RISK�ACROSS�THE�#OMPANY�AS�A�WHOLE�AND�ENSURES�THAT�AN�
APPROPRIATE�FRAMEWORK�EXISTS�TO�IDENTIFY��ASSESS�AND�MANGE�OPERATIONAL�RISK�

/PERATIONAL�RISK�IS�DEFINED�AS�THE�RISK�OF�LOSS�RESULTING�FROM�INADEQUATE�OR�FAILED�INTERNAL�
PROCESSES��PEOPLE�AND�SYSTEM�OR�FROM�EXTERNAL�EVENTS��"ANGLADESH�&INANCE�USES�BASIC�
INDICATOR� APPROACH� FOR� CALCULATION� CAPITAL� CHARGE� AGAINST� OPERATIONAL� RISK� I�E�� ���� OF�
AVERAGE�POSITIVE�ANNUAL�GROSS�INCOME�OF�THE�COMPANY�OVER�LAST�THREE�YEARS�
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