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DISCLOSURES UNDER PILLAR III- MARKET DISCIPLINE
The� following� detailed� qualitative� and� quantitative�
disclosures� are� provided� in� accordance� with� Prudential�
Guidelines� on� Capital� Adequacy� and� Market� Discipline�
for� Financial� Institutions� which� has� been� published� on�
December�28,� 2011.�The�purpose�of� these� requirements� is�
to�complement� the�capital� adequacy� requirements�and� the�
Pillar�III�–�supervisory�review�process.�These�disclosures�are�
JOUFOEFE� GPS�NBSLFU� QBSUJDJQBOUT� UP� BTTFTT� LFZ� JOGPSNBUJPO�
about� the� FI’s� exposure� to� various� risks� and� to� provide� a�
consistent�and�understandable�disclosure�framework�as�per�
regulatory�requirement.�The� FI�has� an�approved�disclosure�
policy� to� observe� the� disclosure� requirements� set� out� by�
the� Bangladesh� FI� and� International� Financial� Reporting�
Standards� (IFRS)� and� International� Accounting� Standards�
(IAS)�as�adopted�by�the�Institute�of�Chartered�Accountants�of�
Bangladesh�(ICAB)�where�relevant�to�the�FI

Basel-II
Pillar�I Pillar�II Pillar�III
Minimum�Capital�
Requirement�(MCR)

4VQFSWJTPSZ�
Review�Process

%JTDMPTVSF�
&�Market�
%JTDJQMJOF

"
�4DPQF�PG�BQQMJDBUJPO

Qualitative�Disclosures:

5IF�OBNF�PG�UIF�UPQ�DPSQPSBUF�FOUJUZ�JO�UIF�HSPVQ�UP�XIJDI�UIJT�
HVJEFMJOF�BQQMJFT�

Bangladesh�Finance�And�Investment�Company�Limited
	#%�'JOBODF


An� outline� of� differences� in� the� basis� of� consolidation� for�
accounting�and�regulatory�purposes,�with�a�brief�description�
PG�UIF�FOUJUJFT�XJUIJO�UIF�HSPVQ�	B
�UIBU�BSF�GVMMZ�DPOTPMJEBUFE��
(b)� that� are� given� a� deduction� treatment;� and� (c)� that� are�
OFJUIFS�DPOTPMJEBUFE�OPS�EFEVDUFE�	F�H��XIFSF�UIF�JOWFTUNFOU�
is�risk-weighted).

BD� Finance� has� two� subsidiaries:� BD� Finance� Securities�
-JNJUFE�BOE�#%�'JOBODF�$BQJUBM�)PMEJOHT�-JNJUFE
�XIJDI�BSF�
DPOTPMJEBUFE��

"OZ� SFTUSJDUJPOT
� PS� PUIFS� NBKPS� JNQFEJNFOUT
� PO� USBOTGFS� PG�
GVOET�PS�SFHVMBUPSZ�DBQJUBM�XJUIJO�UIF�HSPVQ�

Not applicable.

Quantitative�Disclosures:

The�aggregate�amount�of�capital�de𿿿ciencies�in�all�subsidiaries�
OPU� JODMVEFE� JO� UIF� DPOTPMJEBUJPO� UIBU� BSF� EFEVDUFE� BOE� UIF�
name(s)�of�such�subsidiaries.

Not applicable.

#
�$BQJUBM�TUSVDUVSF

Qualitative�Disclosures

4VNNBSZ�JOGPSNBUJPO�PO�UIF�UFSNT�BOE�DPOEJUJPOT�PG�UIF�NBJO�
GFBUVSFT� PG� BMM� DBQJUBM� JOTUSVNFOUT
� FTQFDJBMMZ� JO� UIF� DBTF� PG�

capital�instruments�eligible�for�inclusion�in�Tier�1�or�in�Tier�2.

Tier 2 capital includes: 

i)� General�provision�up�to�a�limit�of�1.25%�of�Risk�Weighted�
"TTFU�	38"
�GPS�$SFEJU�3JTL��

JJ
� 3FWBMVBUJPO�SFTFSWFT��

� 50%�Revaluation�reserve�for�𿿿xed�assets;
� 45%�Revaluation�reserve�for�securities;�

JJJ
� "MM�PUIFS�QSFGFSFODF�TIBSFT��

Conditions�for�maintaining�regulatory�capital:�

The�calculation�of� Tier�1� capital,� and�Tier� 2� capital,� shall� be�
subject�to�the�following�conditions:

i)� The�amount�of�Tier�2�capital�will�be�limited�to�100%�of�the�
BNPVOU�PG�5JFS���DBQJUBM��

ii)� 50%�of�revaluation�reserves�for�𿿿xed�assets�and�45%�of�
revaluation�reserves�for�securities�are�eligible�for�Tier�2�
DBQJUBM��

Quantitative�Disclosures:

5IF�BNPVOU�PG�5JFS���DBQJUBM
�XJUI�TFQBSBUF�EJTDMPTVSF�PG�

Particulars Amount�in�BDT
crore

Paid�up�capital ������

Non-repayable�share�premium�account -
4UBUVUPSZ�SFTFSWF �����

General�reserve -
3FUBJOFE�FBSOJOHT �����

Minority�interest�in�subsidiaries -
Non-cumulative�irredeemable�
QSFGFSFODF�TIBSFT

-

Dividend�equalization�account -
Total Tier 1 capital 231.62
	D
�5IF�UPUBM�BNPVOU�PG�5JFS���DBQJUBM �����

	E
�0UIFS�EFEVDUJPOT�GSPN�DBQJUBM -
(e)�Total�eligible�capital ������
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Tier 2
Capital,
26.83

C)�Capital�Adequacy

Qualitative�Disclosures

A�summary�discussion�of� the�FI’s� approach� to�assessing� the�
adequacy�of�its�capital�to�support�current�and�future�activities

Risk�Weighted�Assets�(RWA)�and�Capital�Adequacy�
Ratio�(CAR)

#%� 'JOBODF� IBT� BEPQUFE� 4UBOEBSEJ[FE� "QQSPBDI� GPS�
computation�of�Capital�Charge�for�Credit�Risk�and�Market�Risk�
while�Basic�Indicator�Approach�for�Operational�Risk.�Total�Risk�
Weighted� Assets� (RWA)� of� the� Company� is� determined� by�
NVMUJQMZJOH� UIF�DBQJUBM�DIBSHF� GPS�NBSLFU� SJTL�BOE�PQFSBUJPOBM�
risk�by�the�reciprocal�of�the�minimum�capital�adequacy�ratio�i.e.�
10%�and�adding�the�resulting�𿿿gures�to�the�sum�of�risk�weighted�
BTTFUT�GPS�DSFEJU� SJTL��5PUBM�38"� JT�UIFO�VTFE�BT�EFOPNJOBUPS�
while�total�Eligible�Regulatory�Capital�as�on�numerator�to�derive�
Capital�Adequacy�Ratio.

Strategy� to� achieve� the� required� Capital� Adequacy:�
Operational�level:�

Immediate�measures:�

"TLJOH� VOSBUFE� $PSQPSBUF� DMJFOUT� UP� IBWF� DSFEJU� SBUJOH� GSPN�
External�Credit�Assessment�Institutions�(ECAIs)�recognized�by�
#BOHMBEFTI�#BOL��

Rigorous�monitoring�of�overdue�contracts�to�bring�those�under�
90�days�overdue;�

"TTFTTJOH� JODSFNFOUBM� FGGFDU� PG� DBQJUBM� DIBSHF� PWFS� UIF�
expected� net� income� from� 𿿿nancing� before� sanctioning�
any� appraisal,� which� could� be� one� of� the� criteria� for� taking�
𿿿nancing�decision.

Continuous measures:

Concentrating� on� SME� clients� having� exposure� up� to� BDT�
1� crore� as� this� will� carry� 75%� 𿿿xed� risk� weight� (for� regular�
DPOUSBDUT�POMZ
��

'JOBODJOH�DMJFOUT�IBWJOH�HPPE�DSFEJU�SBUJOH��

Using�bene𿿿t�of�credit�risk�mitigation�by�taking�eligible�𿿿nancial�
DPMMBUFSBMT�BHBJOTU�USBOTBDUJPOT��

Focusing�more� on� booking� high� spread� earning� assets� and�
UIVT�JODSFBTJOH�SFUBJOFE�FBSOJOHT��

Strategic�level:

Injecting�fresh�capital�by�issuing�right�shares,�if�required.

Quantitative�Disclosures Amount�in�BDT�
crore

(b)�Capital�requirement�for�Credit�Risk 1,570.77
(c)�Capital�requirement�for�Market�Risk 40.56
(d)�Capital�requirement�for�Operational�Risk 52.94

	F
�5PUBM�BOE�5JFS���DBQJUBM�SBUJP��

'PS�UIF�DPOTPMJEBUFE�HSPVQ��BOE�'PS�TUBOE�BMPOF�

Particular Consolidated Stand Alone
CAR�on�Total�capital�basis�(%) ����� �����

CAR�on�Tier�1�capital�basis�(%) 16.10 13.92

%
�$SFEJU�3JTL

Qualitative�Disclosures

(a)� The� general� qualitative� disclosure� requirement� with�
respect�to�credit�risk,�including:�

De𿿿nitions�of�past�due�and�impaired�(for�accounting�purposes)�

As�per�the�Bangladesh�Bank’s�Prudential�Guideline�on�Capital�
Adequacy�and�Market�Discipline�for�Financial�Institutions,�the�
VOTFDVSFE�QPSUJPO�PG�BOZ�DMBJN�PS�FYQPTVSF�	PUIFS�UIBO�DMBJNT�
secured�by� residential�property)� that� is�past�due� for�90�days�
or�more,�net�of�speci𿿿c�provisions� (including�partial�write-off)�
will�be�risk�weighted�as�per�risk�weights�of�respective�balance�
sheet�exposures.�For�the�purpose�of�de𿿿ning�the�net�exposure�
of�the�past�due�loan,�eligible�𿿿nancial�collateral�(if�any)�may�be�
considered�for�Credit�Risk�Mitigation.

Description� of� approaches� followed� for� speci𿿿c� and� general�
BMMPXBODFT�BOE�TUBUJTUJDBM�NFUIPET��
Speci𿿿c�and�General�provisions�are�maintained�according� to�
the�relevant�Bangladesh�Bank�guideline.�For�Example,�0.25%�
provision�is�maintained�against�SME-Standard�loan/�lease,�1%�
provision� is�maintained�against�good� loans� (other� than�SME-
Standard�loan/�lease,�5%�against�SMA�loan/�lease,�20%�against�
sub-standard�loan/�lease,�50%�against�doubtful�loan/�lease�and�
100%�against�bad/loss�loan/�lease�after�deducting�the�amount�
of� interest�expenses�and�value�of� eligible�securities� from� the�
outstanding�balance�of�classi𿿿ed�accounts.

Discussion� of� the� FI’s� credit� risk� management� policy.�
Implementation�of�various�strategies�to�minimize�risk:�

5P� FODPVOUFS� BOE� NJUJHBUF� DSFEJU� SJTL� UIF� GPMMPXJOH� DPOUSPM�
NFBTVSFT�BSF�UBLFO�QMBDF�BU�#%�'JOBODF��

•� Looking� into� payment� performance� of� customer� before�
𿿿nancing;�
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t� "OOVBM�SFWJFX�PG�DMJFOUT��

•� Adequate�insurance�coverage�for�funded�assets;�

•� Vigorous� monitoring� and� follow� up� by� Special� Assets�
Management�and�collection�Team;�

•� Strong�follow�up�of�compliance�of�credit�policies�by�Credit�
"ENJOJTUSBUJPO�%FQBSUNFOU��

t� 5BLJOH�DPMMBUFSBM�BOE�QFSGPSNJOH�WBMVBUJPO�BOE�MFHBM�WFUUJOH�
PO�UIF�QSPQPTFE�DPMMBUFSBM��

t� 4FFLJOH�MFHBM�PQJOJPO�GSPN�JOUFSOBM�BOE�FYUFSOBM�MBXZFS�GPS�
BOZ�MFHBM�JTTVFT��

•� Maintaining�neutrality�in�politics�and�following�arm’s�length�
BQQSPBDI�JO�SFMBUFE�QBSUZ�USBOTBDUJPOT��

t� 3FHVMBS�SFWJFX�PG�NBSLFU�TJUVBUJPO�BOE�JOEVTUSZ�FYQPTVSF��

•� Sector-wise�portfolio�is�maintained�within�speci𿿿c�limits�to�
ensure�diversi𿿿cation�of�loan�assets.�

In� addition� to� the� industry� best� practices� for� assessing,�
JEFOUJGZJOH� BOE� NFBTVSJOH� SJTLT
� #%� 'JOBODF� BMTP� DPOTJEFST�
Guidelines� for� Managing� Core� Risks� of� 𿿿nancial� institutions�
issued�by�the�Country’s�Central�Bank,�Bangladesh�Bank;�vide�
FID�Circular�No.�10�dated�September�18,�2005�for�management�
PG�SJTLT�

Approved�Credit�Policy�by�the�Board�of�Directors

The�Board�of�Directors�has�approved� the�Credit�Policy� for� the�
DPNQBOZ� XIFSF� NBKPS� QPMJDZ� HVJEFMJOFT
� HSPXUI� TUSBUFHZ
�
FYQPTVSF� MJNJUT� 	GPS� QBSUJDVMBS� TFDUPS
� QSPEVDU
� JOEJWJEVBM�
company�and�group)�and�risk�management�strategies�have�been�
described/stated�in�detail.�Credit�Policy�is�regularly�updated�to�
cope�up�with�the�changing�global,�environmental�and�domestic�
FDPOPNJD�TDFOBSJPT�

Separate�Credit�Risk�Management�(CRM)�Department

An� independent�Credit�Risk�Management� (CRM)�Department�
is� in�place,�at�BD�Finance,� to�scrutinize�projects� from�a� risk-
XFJHIUFE�QPJOU�PG�WJFX�BOE�BTTJTU�UIF�NBOBHFNFOU�JO�DSFBUJOH�
a�high�quality� credit� portfolio�and�maximize� returns� from� risk�
assets.� Research� team� of� CRM� regularly� reviews� market�
situation�and�exposure�of�BD�Finance�in�various�industrial�sub-
sectors.�Credit�Administration�Department�has�been�segregated�
from�CRM�in�line�with�Central�Bank’s�Guidelines.�CRM�assess�
credit� risks� and� suggest�mitigations� before� recommendation�
of�every� credit�proposal�while�Credit�Administration� con𿿿rms�
that�adequate�loan�and�lease�security�documents�are�in�place�
before�disbursement.

Special�Assets�Management�and�Collection�Team

"�TUSPOH�-BX�BOE�3FDPWFSZ� 5FBN�NPOJUPST� UIF�QFSGPSNBODF�
of�the�loans�&�advances,�identify�early�signs�of�delinquencies�
JO� QPSUGPMJP
� BOE� UBLF� DPSSFDUJWF� NFBTVSFT� UP� NJUJHBUF� SJTLT
�
improve�loan�quality�and�to�ensure�recovery�of�loans�in�a�timely�
NBOOFS�JODMVEJOH�MFHBM�BDUJPOT�

Independent�Internal�Control�and�Compliances�
Department�(ICC)�

"QQSPQSJBUF� JOUFSOBM� DPOUSPM� NFBTVSFT� BSF� JO� QMBDF� BU� #%�
Finance.�BD�Finance�has�also�established�Internal�Control�and�
Compliances� Department� (ICC)� to� ensures,� compliance� with�
BQQSPWFE� MFOEJOH� HVJEFMJOFT
� #BOHMBEFTI� #BOL� HVJEFMJOFT
�
operational� procedures,� adequacy� of� internal� control� and�
documentation�procedures.�ICC�frames�and�implementspolicies�
UP�FODPVOUFS�TVDI�SJTLT�

Credit�Evaluation

5IF� $SFEJU� $PNNJUUFF� 	$$
� SFHVMBSMZ� NFFUT� UP� SFWJFX� UIF�
NBSLFU�BOE�DSFEJU�SJTL�SFMBUFE�UP�MFOEJOH�BOE�SFDPNNFOE�BOE�
JNQMFNFOU�BQQSPQSJBUF�NFBTVSFT�UP�DPVOUFS�BTTPDJBUFE�SJTLT��
5IF� $$� DSJUJDBMMZ� SFWJFXT� QSPQPTBMT� DPOTJEFSJOH� UIF� DVSSFOU�
global�𿿿nancial�crisis�and�its�probable�impact�on�the�speci𿿿c�
QSPKFDU�

Credit� Risk� Grading� (CRG)� helps� a� Financial� Institution�
UP� VOEFSTUBOE� UIF� WBSJPVT� EJNFOTJPOT� PG� SJTLT� JOWPMWFE� JO�
transactions� related� to� small� business�clients�who�are�plying�
their� businesses� in� various� geographical� locations� across�
the�country.�BD�Finance�has�been�developing�and�managing�
CRG�to�promote�the�safety�and�soundness�of�the�Company�by�
facilitating� informed�decision-making.�This�grading�measures�
DSFEJU� SJTL� BOE� EJGGFSFOUJBUF� JOEJWJEVBM� DSFEJUT� BOE� HSPVQT�
of� credits� by� the� risk� they� pose.� This� allows� management�
BOE�FYBNJOFST� UP�NPOJUPS� DIBOHFT� BOE� USFOET� JO� SJTL� MFWFMT��
5IF�QSPDFTT� BMTP�BMMPXT� UIF�NBOBHFNFOU� UP�NBOBHF� SJTL� UP�
PQUJNJ[F�SFUVSOT�

5P�NJUJHBUF�DSFEJU�SJTL
�#%�'JOBODF�TFBSDI�GPS�DSFEJU�JOGPSNBUJPO�
report�from�the�Credit�Information�Bureau�(CIB)�of�Bangladesh�
Bank.�The�report�is�scrutinized�by�CRM�and�CC�to�understand�
the� liability� condition� and� repayment� behavior� of� the� client.�
%FQFOEJOH� PO� UIF� SFQPSU
� PQJOJPOT� BSF� UBLFO� GSPN� DMJFOU�T�
banks.�Suppliers’�and�buyers’�opinion�are�taken�to�understand�
UIF�NBSLFU�QPTJUJPO�BOE�SFQVUBUJPO�PG�PVS�QSPQPTFE�DVTUPNFST�

Credit�Approval�Process

To�ensure�both�speedy�service�and�mitigation�of�credit�risk,�the�
BQQSPWBM� QSPDFTT� JT�NBJOUBJOFE� UISPVHI� B�NVMUJMBZFS� TZTUFN��
%FQFOEJOH� PO� UIF� TJ[F� PG� UIF� MPBO
� B� NVMUJMBZFS� BQQSPWBM�
system� is� designed.� As� smaller� loans� are� very� frequent� and�
DPNQBSBUJWFMZ� MFTT� SJTLZ
� MPXFS� TBODUJPOJOH� BVUIPSJUZ� JT� TFU�
UP� JNQSPWF� UIF� UVSOBSPVOE� UJNF� BOE� BTTPDJBUFE� SJTL�� #JHHFS�
loans�require�more�scrutiny�as�the�associated�risk�is�higher.�So�
TBODUJPOJOH�BVUIPSJUZ�JT�IJHIFS�BT�XFMM�

Credit�Quality�and�Portfolio�Diversi𿿿cation

BD� Finance� believes� in� diversi𿿿cation� in� terms� of� products�
BT� XFMM� BT� TFDUPST�� 5P� NJUJHBUF� UIF� $SFEJU� 3JTL
� UIF� DPNQBOZ�
diversi𿿿es� its� loan� exposure� to� different� sectors� con𿿿rming�
the� Central� Bank’s� requirements.� Threshold� limit� is� set� for� any�
TFDUPS�TP�UIBU�BOZ�BEWFSTF�JNQBDU�PO�BOZ�JOEVTUSZ�IBT�NJOJNVN�
FGGFDU� PO� #%� 'JOBODF�T� UPUBM� SFUVSO�� $FOUSBM� #BOL�T� JOTUSVDUJPOT�
are�strictly�followed� in�determining�Single�Borrower/Large�Loan�
limit.� Signi𿿿cant� concentration� of� credit� in� terms� of� groups� or�
HFPHSBQIJDBM�MPDBUJPO�JT�DBSFGVMMZ�BWPJEFE�UP�NJOJNJ[F�SJTL�



135ANNUAL REPORT 2019

ttt�3JTL�"OBMZTJT�BOE�.BOBHFNFOU

Early�Warning�System

Performance� of� loans� is� regularly� monitored� to� trigger� early�
XBSOJOH� TZTUFN� UP� BEESFTT� UIF� MPBOT� BOE� BEWBODFT� XIPTF�
performance� show� any� deteriorating� trend.� It� enables� the�
company�to�grow�its�credit�portfolio�with�ultimate�objective�to�
QSPUFDU�UIF�JOUFSFTU�PG�TUBLFIPMEFST�

NPL�Management

#%� 'JOBODF�NFBTVSFT� JUT� MPBO� QPSUGPMJP� JO� UFSNT� PG� QBZNFOU�
BSSFBST��5IF�JNQBJSNFOU�MFWFMT�PO�UIF�MPBOT�BOE�BEWBODFT�BSF�
NPOJUPSFE�SFHVMBSMZ�

As�per�FID�Circular�No.3�dated�March�15,�2007:

1.�Loan/Lease,�classi𿿿ed�as�bad/loss�and�with�100%�provision,�
can�only�be�written-off.�

2.�Approval�from�the�Board�of�Directors�has�to�be�taken�before�
write-off.�

3.�The�𿿿nancial�institutions�should�constantly�try�to�recover�the�
loan/lease�written-off�amount.�If�legal�action�has�not�been�taken�
against�the�client,� legal�charges�should�be�placed�before�the�
XSJUF�PGG��

��� 5P� FYQFEJUF� UIF� MFHBM� TFUUMFNFOU� PS� DPMMFDUJPO� PG� UIF� EVF�
amount,�third�party�agents�can�be�appointed�by�the�𿿿nancial�
JOTUJUVUJPOT��

5.�A�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� “notes� to� the�
account”� in� the� annual� report/balance� sheet� of� the� 𿿿nancial�
JOTUJUVUJPOT��

6.�Even�if�the�loan/lease�has�been�written�off,�the�client�should�
be�classi𿿿ed�as�defaulter�and�reported�to�CIB�accordingly.�

%FUBJM�SFDPSET� GPS�BMM�TVDI�XSJUF�PGG�BDDPVOUT�BSF�NFUJDVMPVTMZ�
NBJOUBJOFE�BOE�GPMMPXFE�VQ�

Counterparty�Credit�Rating

BD�𿿿nance�is�taking�initiatives�to�rate�the�Corporate�Clients�of�
the�company� immediately�by� the�External�Credit�Assessment�
Institutions� (ECAIs)/Rating� Agencies� duly� recognized� by� the�
Central�Bank.�As�on�December�31,�2019,�total�net�exposure�of�
BDT�846.62�crore�were�eligible�for�credit�rating.�Among�these�
OFU� FYQPTVSF� PG� #%5� ������� DSPSF� IBE� WBMJE� DSFEJU� SBUJOHT��
That�is,�about�15.04%�of�rate�able�exposure�was�rated.�We�are�
optimistic�of�getting�more�counter�party�ratings�by�2020.
Methods�used�to�measure�Credit�Risk

As�per�the�directives�of�Bangladesh�Bank,�‘The�Standardized�
approach’� is� applied� by� the� company� to� measure� its� Credit�
3JTL�

Quantitative�Disclosures

(b)�Total�gross�credit�risk�exposures�broken�down�by�major�
types of credit exposure. 

Particulars Amount�in�BDT
crore

-FBTJOH 97.04
Long-term�𿿿nance 698.53
Real�estate�𿿿nance 199.88
$BS�MPBO �����

Personal�loan -
Short�term�𿿿nance ������

-PBO�BHBJOTU�EFQPTJU 17.97
Margin�loan�to�portfolio�investors -
Interest�receivable -
Total 1,314.37

c)�Geographical�distribution�of�exposures,�broken�down�in�
signi𿿿cant�areas�by�major�types�of�credit�exposure.�

Area Amount�in�BDT
crore

%IBLB 1,053.26
$IJUUBHPOH ������

4ZMIFU ����

,IVMOB 0.11
Total 1,314.37

d)�Industry�or�counterparty�type�distribution�of�exposures,�
broken�down�by�major�types�of�credit�exposure.�

Sector Amount�in�BDT
crore

"HSJDVMUVSF 49.22
Cement�and�Allied�Industry -
Electronics�and�Electrical�Products �����

Food�Production�and�Processing�Indus-
USZ

�����

Garments�and�Knitwear �����

Glass,�Glassware�and�Ceramic�Industry .01
)PVTJOH ������

Iron,�Steel�and�Engineering ������

+VUF�BOE�+VUF�QSPEVDUT -
Leather�and�Leather�Goods �����

Paper,�Printing�and�Packaging �����

Pharmaceuticals�and�Chemicals ���

Plastic�Industry ����

Power,�gas�water�and�sanitary�services ������

Ship�Manufacturing�Industry -
Telecom./Information�Technology 16.02
5FYUJMF 92.03
5SBEF�BOE�$PNNFSDF ������

5SBOTQPSU�BOE�"WJBUJPO 105.32
0UIFST 213.95
Total 1,314.37
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Credit Risk Exposures
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#FTJEF� UIFTF
� #%� 'JOBODF� QPSUGPMJP� JODMVEFT� UPUBM� NBSHJO�
loan�to�clients�by�our�capital�market�subsidiaries�(BDFSL�and�
BDFCHL)�but�does�not� include�Loan� to�subsidiaries�paid�by�
BD� Finance,� which� should� be� deducted� from� the� portfolio.�
5IFSFGPSF
� UIF� UPUBM� JOEVTUSZ� FYQPTVSF� BNPVOUT� UP� #%5�
1,336.69�crore.

e)�Residual�contractual�maturity�breakdown�of�the�whole�
portfolio,�broken�down�by�major�types�of�credit�exposure.

Particulars Amount�in�BDT
crore

Repayable�on�demand 39.89
Over�1�month�but�not�more�than�3�months 143.59
Over�3�months�but�not�more�than�1�year 271.80
Over�1�year�but�not�more�than�5�years ������

0WFS���ZFBST ������

5PUBM �
������

f)�Gross�Non�Performing�Assets�(�NPAs)�

Non�Performing�Assets�(NPAs)�to�Outstanding�Loans�&�
BEWBODFT

Movement�of�Non�Performing�Assets�(NPAs)

Particulars Amount�in�BDT
crore

Opening�balance 60.20
Addition�/�(Adjustment)�during�the�year ����

Closing�balance �����

Movement�of�speci𿿿c�provisions�for�NPAs

Particulars Amount�in�BDT
crore

Opening�balance �����

Addition�/�(Adjustment)�during�the�year 0.65
Closing�balance �����

E)�Equities:�banking�book�positions

Qualitative�Disclosures

The�general�qualitative�disclosure�requirement�with�respect�to�
equity�risk,�including:

Differentiation� between� holdings� on� which� capital� gains� are�
expected�and�those�taken�under�other�objectives�including�for�
SFMBUJPOTIJQ�BOE�TUSBUFHJD�SFBTPOT��BOE

Total�equity�shares�holdings�are�for�capital�gain�purpose.�

%JTDVTTJPO� PG� JNQPSUBOU� QPMJDJFT�DPWFSJOH� UIF� WBMVBUJPO�BOE�
accounting�of�equity�holdings�in�the�banking�book�positions.�
This� includes� the� accounting� techniques� and� valuation�
NFUIPEPMPHJFT� VTFE
� JODMVEJOH� LFZ� BTTVNQUJPOT� BOE�
practices� affecting� valuation� as�well� as� signi𿿿cant� changes�
JO�UIFTF�QSBDUJDFT�
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ttt�3JTL�"OBMZTJT�BOE�.BOBHFNFOU

2VPUFE�TIBSFT�BSF�WBMVFE�BU�DPTU�QSJDFT�BOE� JG� UIF� UPUBM�DPTU�
PG� B� QBSUJDVMBS� TIBSF� JT� MPXFS� UIBO� UIF� NBSLFU� WBMVF� PG� UIBU�
QBSUJDVMBS� TIBSF
� UIFO�QSPWJTJPO� BSF�NBJOUBJOFE� BT� QFS� UFSNT�
BOE� DPOEJUJPO� PG� SFHVMBUPSZ� BVUIPSJUZ�� 0O� UIF� PUIFS� IBOE
�
unquoted�share� is� valued�at�cost�price�or�book�value�as�per�
MBUFTU�BVEJUFE�BDDPVOUT��

Quantitative�Disclosures

Value�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�
QSJDF�JT�NBUFSJBMMZ�EJGGFSFOU�GSPN�GBJS�WBMVF�

	"NPVOU�JO�#%5�$SPSF


Particulars Cost�Price Market�Price
2VPUFE�TIBSFT ����� 20.28
Unquoted�shares 1.00 -

5IF�DVNVMBUJWF�SFBMJ[FE�HBJOT�	MPTTFT
�BSJTJOH�GSPN�TBMFT�BOE�
liquidations�in�the�reporting�period�is�BDT�(18.08)�crore

Particulars Amount�in�BDT
crore

5PUBM�VOSFBMJ[FE�HBJOT�	MPTTFT
 (8.08)
5PUBM�MBUFOU�SFWBMVBUJPO�HBJOT�	MPTTFT
 (18.08)

Capital�requirements�broken�down�by�appropriate�equity�groupings,�
consistent� with� the� FI’s� methodology,� as� well� as� the� aggregate�
amounts� and� the� type� of� equity� investments� subject� to� any�
supervisory�provisions�regarding�regulatory�capital�requirements.

Speci𿿿c�Risk-�Market�value�of� investment� in�equities� is�BDT�
20.28� crore.� Capital� Requirement� is� 10%� of� the� said� value�
which�stand�to�BDT�2.03�crore.�

General Risk-�Market� value� of� investment� in� equities� is�BDT�
20.28� crore.� Capital� Requirement� is� 10%� of� the� said� value�
which�stand�to�BDT�2.03�crore.�

F)�Interest�rate�in�the�banking�book

Qualitative�Disclosures

The� general� qualitative� disclosure� requirement� Including�
the� nature� of� interest� risk� and� key� assumptions,Including 
assumptions�regarding�loan�prepayments�and�behavior�of�non-
NBUVSJUZ�EFQPTJUT�

Interest�rate�risk�in�the�banking�book�arises�from�mismatches�
between� the� future�yield�of�an� assets�and�their� funding�cost.�
Assets� Liability� Committee� (ALCO)�monitors� the� interest� rate�
movement�on�a�regular�basis.�BD�Finance�measure�the�Interest�
Rate�Risk�by�calculation�Duration�Gap�i.e.�a�positive�Duration�
Gap�affect�company’s�pro𿿿tability�adversely�with�the�increment�
of� interest� rate� and� a� negative� Duration� Gap� increase� the�
company’s�pro𿿿tability�with�the�reduction�of�interest�rate.

Quantitative�Disclosures

5IF�JODSFBTF�	EFDMJOF
�JO�FBSOJOHT�PS�FDPOPNJD�WBMVF�	PS�SFMFWBOU�
measure�used�by�management)�for�upward�and�downward�rate�
TIPDLT� BDDPSEJOH� UP� NBOBHFNFOU�T� NFUIPE� GPS� NFBTVSJOH�
interest�rate�risk�broken�down�by�currency�(as�relevant).

Maturity�wise�Distribution�of�Assets-Liabilities

	"NPVOU�JO�#%5�$SPSF


Particulars

��UP
30/31
EBZ�	�
NPOUI


0WFS��
NPOUI
UP��

NPOUIT

0WFS��
NPOUIT
UP��

NPOUIT

0WFS��
NPOUIT
UP��

NPOUIT

0WFS��
NPOUIT
UP��
ZFBS

� � � � � �

"��5PUBM�3BUF�4FOTJUJWF ����� ����� 100.94 197.41 ������

Liabilities�(A)
#��5PUBM�3BUF�4FOTJUJWF ����� ����� 97.98 198.30 ������

Assets�(B)
C.�Mismatch -2.86 -0.80 -2.95 0.89 ����

D.�Cumulative�Mismatch -2.86 -3.66 -6.61 -5.72 -1.85
E.�Mismatch�(%) -3.85% -1.52% -2.92% 0.45% 1.13%

Interest�Rate�Risk�-�Increase�in�Interest�Rate

Magnitude�of�Shock Minor Moderate Major
2% 4% 6%

Change�in�the�Value�of�Bond�Portfolio - - -
Net�Interest�Income .20 .40 .60
3FWJTFE�3FHVMBUPSZ�$BQJUBM ������ ������ 259.05
3JTL�8FJHIUFE�"TTFUT �
������ �
������ �
������

Revised�CAR�(%) 15.54% 15.55% 15.56%

G)�Market�risk

Qualitative�Disclosures

Views�of�Board�of�Directors�(BOD)�on�trading/investment�
activities

All�the�Market�Risk�related�policies/guidelines�are�duly�approved�
by� BOD.� The� BOD� sets� limit� and� review� and� updates� the�
compliance�on�regular�basis�aiming�to�mitigate�the�Market�risk.

Methods used to measure Market risk

Market� Risk� 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.� In� order� to�calculate� the�market� risk� for� trading�
book�purposes� the�company�uses�Standardized�(rule�based)�
"QQSPBDI�XIFSF�DBQJUBM�DIBSHF�GPS�JOUFSFTU�SBUF�SJTL
�QSJDF�BOE�
GPSFJHO�FYDIBOHF�SJTL�JT�EFUFSNJOFE�TFQBSBUFMZ�

Market�Risk�Management�system

Policies�and�processes�for�mitigating�market�risk

A�Policy�for�managing�Market�Risk�has�been�set�out�by�the�Board�
of�Directors�of�the�company�where�clear�instructions�has�been�
given�on�Loan�Deposit�Ratio,�Whole�Sale�Borrowing�Guidelines,�
Medium� Term� Funding,� Maximum� Cumulative� Outnow,�
Liquidity� Contingency� Plan,� Local� Regulatory� Compliance,�
Recommendation� /� Action� Plan� etc.� Treasury� manages� the�
Market� Risk� with� the� help� of� Asset� Liability� Management�
Committee� (ALCO)� and� Asset� Liability� Management� (ALM)�
%FTL�JO�UIF�GPMMPXJOH�XBZ�
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Interest�Risk�Management

5SFBTVSZ�%JWJTJPO�SFWJFXT�UIF�SJTLT�PG�DIBOHFT�JO�JODPNF�PG�UIF�
Company�as�a�result�of�movements�in�market�interest�rates.�In�
the�normal�course� of� business,�BD�Finance� tries� to�minimize�
the�mismatches�between�the�duration�of�interest�rate�sensitive�
assets�and�liabilities.�Effective�Interest�Rate�Risk�Management�
JT�EPOF�BT�VOEFS�

Market analysis

Market�analysis�over�interest�rate�movements�are�reviewed�by�
UIF�5SFBTVSZ�PG�UIF�DPNQBOZ��5IF�UZQF�BOE�MFWFM�PG�NJTNBUDI�
JOUFSFTU� SBUF� SJTL� PG� UIF� DPNQBOZ� JT�NBOBHFE�BOE�NPOJUPSFE�
from�two�perspectives,�being�an�economic�value�perspective�
BOE�BO�FBSOJOH�QFSTQFDUJWF�

GAP�analysis

ALCO� has� established� guidelines� in� line� with� central� Bank’s�
policy�for�the�management�of�assets�and�liabilities,�monitoring�
and�minimizing�interest�rate�risks�at�an�acceptable�level.�ALCO�
in�its�regular�monthly�meeting�analyzes�Interest�Rate�Sensitivity�
by�computing�GAP�i.e.�the�difference�between�Rate�Sensitive�
Assets� and� Rate� Sensitive� Liability� and� take� decision� of�
enhancing�or�reducing�the�GAP�according�to�prevailing�market�
TJUVBUJPO�BJNJOH�UP�NJUJHBUF�JOUFSFTU�SBUF�SJTL�

Continuous�Monitoring

Company’s� treasury� manages� and� controls� day-to-day� trading�
BDUJWJUJFT�VOEFS� UIF�TVQFSWJTJPO�PG�"-$0�UIBU�FOTVSFT�DPOUJOVPVT�
NPOJUPSJOH�PG�UIF�MFWFM�PG�BTTVNFE�SJTLT�

Equity�Risk�Management

Equity�Risk�is�the�risk�of�loss�due�to�adverse�change�in�market�
price�of�equities�held�by�the�Company.�Equity�Risk�is�managed�
by�the�following�way:

BD� Finance� minimizes� the� Equity� Risks� by� Portfolio�
diversi𿿿cation�as�per� investment�policy� of� the�company.�The�
entire�portfolio�is�managed�by�BD�Finance�Securities�Limited.

Quantitative�Disclosures

The�capital�requirements�for�Market�Risk:

Particulars Amount�in�BDT
crore

Interest�rate�risk -
Equity�position�risk 4.06
Foreign�Exchange�Position�and
$PNNPEJUZ�SJTL�	JG�BOZ
�

)
�0QFSBUJPOBM�3JTL�

Qualitative�disclosure:

a)�Views�of�Board�on�system�to�reduce�Operational�Risk:�

"MM� UIF� QPMJDJFT� BOE� HVJEFMJOFT� PG� JOUFSOBM� DPOUSPM� BOE�
compliances� are� duly� approved� by� the� Board.� The� Board�
delegates�its�authority�to�Executive�Committee�and�to�ManCom�
members� as� per� company� policy� of� delegation� of� authority.�

"VEJU�$PNNJUUFF�PG� UIF�#PBSE�EJSFDUMZ�PWFSTFFT� UIF� BDUJWJUJFT�
PG� JOUFSOBM� DPOUSPM� BOE� DPNQMJBODF� BT� QFS� HPPE� HPWFSOBODF�
guideline�issued�by�Securities�and�Exchange�Commission.

Performance�gap�of�executives�and�staffs

BD�Finance’s� recruitment� strategy� is� based�on� retaining�and�
attracting�the�most�suitable�people�at�all�levels�of�the�business�
and� this� is�renected� in�our�objective�approach� to� recruitment�
and� selection.� The� approach� is� based� on� the� requirements�
of� the� job� (both� now� and� in� the� near� future),� matching� the�
ability� and�potential�of� the� individual.�Quali𿿿cation,�skills� and�
competency�form�our�basis�for�nurturing�talent.�We�are�proud�
to� state� that� favorable� job� responsibilities� are� increasingly�
BUUSBDUJOH�HSFBUFS�QBSUJDJQBUJPO�GSPN�EJGGFSFOU�MFWFM�PG�FNQMPZFFT�
JO�UIF�#%�'JOBODF��8F�BJN�UP�GPTUFS�B�TFOTF�PG�QSJEF�JO�XPSLJOH�
for�BD�Finance�and�to�be�the�employer�of�choice.�As�such�no�
QFSGPSNBODF�HBQ�FYJTUT�JO�#%�'JOBODF�

Potential�external�events

/P�TVDI�QPUFOUJBM�FYUFSOBM�FWFOU�FYJTUT�UP�SBJTF�PQFSBUJPOBM�SJTL�
PG�#%�'JOBODF�BU�UIF�UJNF�PG�SFQPSUJOH�

Policies�and�procedures�for�mitigating�operational�risk:

BD� Finance� has� also� established� Internal� Control� and�
Compliances�Department�(ICC)�to�address�operational�risk�and�
to�frame�and�implement�policies�to�encounter�such�risks.�ICC�
BTTFTTFT�PQFSBUJPOBM�SJTL�BDSPTT�UIF�$PNQBOZ�BT�B�XIPMF�BOE�
FOTVSFT�UIBU�BO�BQQSPQSJBUF�GSBNFXPSL�FYJTUT�UP�JEFOUJGZ
�BTTFTT�
BOE�NBOHF�PQFSBUJPOBM�SJTL�

Approach�for�calculating�capital�charge�for�operational�risk:

Operational� risk� is� de𿿿ned� as� the� risk� of� loss� resulting� from�
inadequate� or� failed� internal� processes,� people� and� system�
or� from� external� events.� BD� Finance� uses� basic� indicator�
BQQSPBDI� GPS� DBMDVMBUJPO� DBQJUBM� DIBSHF� BHBJOTU� PQFSBUJPOBM�
risk� i.e.� 15%�of�average�positive�annual�gross� income�of� the�
DPNQBOZ�PWFS�MBTU�UISFF�ZFBST�

Quantitative�Disclosures:

(b)�Capital�requirement�for�operational�risk:

Particulars Amount�in�BDT
crore

Capital�requirement�for�operational�risk: 5.29


