
132

M ttt

ANNUAL REPORT 2019

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
JO FOEFE S NBSLF QBS JDJQBO T BTTFTT LF JO SNB J O
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)

4VQFSWJT S
Review Process

JTD TVSF
& Market
JTDJQ JOF

4D QF BQQ JDB J O

Qualitative Disclosures:

5 F OBNF F Q D SQ SB F FO J JO F HS VQ JD JT
HVJEF JOF BQQ JFT

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

F FO J JFT J JO F HS VQ B B BSF V D OT JEB FE
(b) that are given a deduction treatment; and (c) that are
OFJ FS D OT JEB FE O S EFEVD FE F H FSF F JOWFT NFO
is risk-weighted).

BD Finance has two subsidiaries: BD Finance Securities
JNJ FE BOE JOBODF BQJ B ) EJOHT JNJ FE JD BSF

D OT JEB FE

O SFT SJD J OT S FS NBK S JNQFEJNFO T O SBOT FS
VOET S SFHV B S DBQJ B J JO F HS VQ

Not applicable.

Quantitative Disclosures:

The aggregate amount of capital deciencies in all subsidiaries
O JOD VEFE JO F D OT JEB J O B BSF EFEVD FE BOE F
name(s) of such subsidiaries.

Not applicable.

BQJ B T SVD VSF

Qualitative Disclosures

4VNNBS JO SNB J O O F FSNT BOE D OEJ J OT F NBJO
FB VSFT B DBQJ B JOT SVNFO T FTQFDJB JO F DBTF

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
TTF 38 S SFEJ 3JTL

JJ 3FWB VB J O SFTFSWFT

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

JJJ FS QSF FSFODF T BSFT

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
BN VO 5JFS DBQJ B

ii) 50% of revaluation reserves for xed assets and 45% of
revaluation reserves for securities are eligible for Tier 2
DBQJ B

Quantitative Disclosures:

5 F BN VO 5JFS DBQJ B J TFQBSB F EJTD TVSF

Particulars Amount in BDT
crore

Paid up capital
Non-repayable share premium account -
4 B V S SFTFSWF

General reserve -
3F BJOFE FBSOJOHT

Minority interest in subsidiaries -
Non-cumulative irredeemable
QSF FSFODF T BSFT

-

Dividend equalization account -
Total Tier 1 capital 231.62
D 5 F B BN VO 5JFS DBQJ B

E FS EFEVD J OT S N DBQJ B -
(e) Total eligible capital



133ANNUAL REPORT 2019

ttt M

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 BT BE Q FE 4 BOEBSEJ[FE QQS BD S
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
NV JQ JOH F DBQJ B D BSHF S NBSLF SJTL BOE QFSB J OB
risk by the reciprocal of the minimum capital adequacy ratio i.e.
10% and adding the resulting gures to the sum of risk weighted
BTTF T S DSFEJ SJTL 5 B 38 JT FO VTFE BT EFO NJOB S
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 VOSB FE SQ SB F D JFO T BWF DSFEJ SB JOH S N
External Credit Assessment Institutions (ECAIs) recognized by
BOH BEFT BOL

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

TTFTTJOH JODSFNFO B F FD DBQJ B D BSHF WFS F
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
D O SBD T O

JOBODJOH D JFO T BWJOH H E DSFEJ SB JOH

Using benet of credit risk mitigation by taking eligible nancial
D B FSB T BHBJOT SBOTBD J OT

Focusing more on booking high spread earning assets and
VT JODSFBTJOH SF BJOFE 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 5 B BOE 5JFS DBQJ B SB J

S F D OT JEB FE HS VQ BOE S T BOE B OF

Particular Consolidated Stand Alone
CAR on Total capital basis (%)
CAR on Tier 1 capital basis (%) 16.10 13.92

SFEJ 3JTL

Qualitative Disclosures

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

Denitions 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 Q S J O BO D BJN S FYQ TVSF FS BO D BJNT
secured by residential property) that is past due for 90 days
or more, net of specic provisions (including partial write-off)
will be risk weighted as per risk weights of respective balance
sheet exposures. For the purpose of dening 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 specic and general
B BODFT BOE T B JT JDB NF ET
Specic 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 classied accounts.

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

5 FOD VO FS BOE NJ JHB F DSFEJ SJTL F JOH D O S
NFBTVSFT BSF BLFO Q BDF B JOBODF

• Looking into payment performance of customer before
nancing;
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t OOVB SFWJF D JFO T

• 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
ENJOJT SB J O FQBS NFO

t 5BLJOH D B FSB BOE QFS SNJOH WB VB J O BOE FHB WF JOH
O F QS Q TFE D B FSB

t 4FFLJOH FHB QJOJ O S N JO FSOB BOE FY FSOB B FS S
BO FHB JTTVFT

• Maintaining neutrality in politics and following arm’s length
BQQS BD JO SF B FE QBS SBOTBD J OT

t 3FHV BS SFWJF NBSLF TJ VB J O BOE JOEVT S FYQ TVSF

• Sector-wise portfolio is maintained within specic limits to
ensure diversication of loan assets.

In addition to the industry best practices for assessing,
JEFO J JOH BOE NFBTVSJOH SJTLT JOBODF B T D OTJEFST
Guidelines for Managing Core Risks of nancial institutions
issued by the Country’s Central Bank, Bangladesh Bank; vide
FIDCircular No. 10 dated September 18, 2005 for management

SJTLT

Approved Credit Policy by the Board of Directors

The Board of Directors has approved the Credit Policy for the
D NQBO FSF NBK S Q JD HVJEF JOFT HS T SB FH
FYQ TVSF JNJ T S QBS JDV BS TFD S QS EVD JOEJWJEVB
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
FD O NJD TDFOBSJ T

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-
FJH FE Q JO WJF BOE BTTJT F NBOBHFNFO JO DSFB JOH

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 AdministrationDepartment hasbeen 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 conrms
that adequate loan and lease security documents are in place
before disbursement.

Special Assets Management and Collection Team

T S OH B BOE 3FD WFS 5FBN N OJ ST F QFS SNBODF
of the loans & advances, identify early signs of delinquencies
JO Q S J BOE BLF D SSFD JWF NFBTVSFT NJ JHB F SJTLT
improve loan quality and to ensure recovery of loans in a timely
NBOOFS JOD VEJOH FHB BD J OT

Independent Internal Control and Compliances
Department (ICC)

QQS QSJB F JO FSOB D O S NFBTVSFT BSF JO Q BDF B
Finance. BD Finance has also established Internal Control and
Compliances Department (ICC) to ensures, compliance with
BQQS WFE FOEJOH HVJEF JOFT BOH BEFT BOL HVJEF JOFT
operational procedures, adequacy of internal control and
documentationprocedures. ICC framesand implementspolicies

FOD VO FS TVD SJTLT

Credit Evaluation

5 F SFEJ NNJ FF SFHV BS NFF T SFWJF F
NBSLF BOE DSFEJ SJTL SF B FE FOEJOH BOE SFD NNFOE BOE
JNQ FNFO BQQS QSJB F NFBTVSFT D VO FS BTT DJB FE SJTLT
5 F DSJ JDB SFWJF T QS Q TB T D OTJEFSJOH F DVSSFO
global nancial crisis and its probable impact on the specic
QS KFD

Credit Risk Grading (CRG) helps a Financial Institution
VOEFST BOE F WBSJ VT EJNFOTJ OT SJTLT JOW WFE 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
DSFEJ SJTL BOE EJ FSFO JB F JOEJWJEVB DSFEJ T BOE HS VQT
of credits by the risk they pose. This allows management
BOE FYBNJOFST N OJ S D BOHFT BOE SFOET JO SJTL FWF T
5 F QS DFTT B T B T F NBOBHFNFO NBOBHF SJTL
Q JNJ[F SF VSOT

5 NJ JHB F DSFEJ SJTL JOBODF TFBSD S DSFEJ JO SNB J O
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 O F SFQ S QJOJ OT BSF BLFO S N D JFO T

banks. Suppliers’ and buyers’ opinion are taken to understand
F NBSLF Q TJ J O BOE SFQV B J O VS QS Q TFE DVT NFST

Credit Approval Process

To ensure both speedy service and mitigation of credit risk, the
BQQS WB QS DFTT JT NBJO BJOFE S VH B NV J B FS T T FN
FQFOEJOH O F TJ[F F BO B NV J B FS BQQS WB

system is designed. As smaller loans are very frequent and
D NQBSB JWF FTT SJTL FS TBOD J OJOH BV SJ JT TF

JNQS WF F VSOBS VOE JNF BOE BTT DJB FE SJTL JHHFS
loans require more scrutiny as the associated risk is higher. So
TBOD J OJOH BV SJ JT JH FS BT F

Credit Quality and Portfolio Diversication

BD Finance believes in diversication in terms of products
BT F BT TFD ST 5 NJ JHB F F SFEJ 3JTL F D NQBO
diversies its loan exposure to different sectors conrming
the Central Bank’s requirements. Threshold limit is set for any
TFD S T B BO BEWFSTF JNQBD O BO JOEVT S BT NJOJNVN
F FD O JOBODFT B SF VSO FO SB BOLT JOT SVD J OT
are strictly followed in determining Single Borrower/Large Loan
limit. Signicant concentration of credit in terms of groups or
HF HSBQ JDB DB J O JT DBSF V BW JEFE NJOJNJ[F SJTL
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Early Warning System

Performance of loans is regularly monitored to trigger early
BSOJOH T T FN BEESFTT F BOT BOE BEWBODFT TF

performance show any deteriorating trend. It enables the
company to grow its credit portfolio with ultimate objective to
QS FD F JO FSFT T BLF EFST

NPL Management

JOBODF NFBTVSFT J T BO Q S J JO FSNT QB NFO
BSSFBST 5 F JNQBJSNFO FWF T O F BOT BOE BEWBODFT BSF
N OJ SFE SFHV BS

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

1. Loan/Lease, classied 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
SJ F

5 FYQFEJ F F FHB TF FNFO S D FD J O F EVF
amount, third party agents can be appointed by the nancial
JOT J V J OT

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
JOT J V J OT

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

F BJ SFD SET S B TVD SJ F BDD VO T BSF NF JDV VT
NBJO BJOFE BOE FE 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
OF FYQ TVSF 5 DS SF BE WB JE DSFEJ SB JOHT
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 BO

Personal loan -
Short term nance

BO BHBJOT EFQ TJ 17.97
Margin loan to portfolio investors -
Interest receivable -
Total 1,314.37

c) Geographical distribution of exposures, broken down in
signicant areas by major types of credit exposure.

Area Amount in BDT
crore

BLB 1,053.26
J BH OH

4 F

, V OB 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

HSJDV VSF 49.22
Cement and Allied Industry -
Electronics and Electrical Products
Food Production and Processing Indus-
S

Garments and Knitwear
Glass, Glassware and Ceramic Industry .01
) VTJOH

Iron, Steel and Engineering
V F BOE V F QS EVD T -
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
5FY J F 92.03
5SBEF BOE NNFSDF

5SBOTQ S BOE WJB J O 105.32
FST 213.95

Total 1,314.37



136

M ttt

ANNUAL REPORT 2019

Credit Risk Exposures
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FTJEF FTF JOBODF Q S J JOD VEFT B 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.
5 FSF SF F B JOEVT S FYQ TVSF BN VO T 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
WFS FBST

5 B

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 specic 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
SF B J OT JQ BOE T SB FHJD SFBT OT BOE

Total equity shares holdings are for capital gain purpose.

JTDVTTJ O JNQ S BO Q JDJFT D WFSJOH F WB VB J O BOE
accounting of equity holdings in the banking book positions.
This includes the accounting techniques and valuation
NF E HJFT VTFE JOD VEJOH LF BTTVNQ J OT BOE
practices affecting valuation as well as signicant changes
JO FTF QSBD JDFT
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2V FE T BSFT BSF WB VFE B D T QSJDFT BOE J F B D T
B QBS JDV BS T BSF JT FS BO F NBSLF WB VF B

QBS JDV BS T BSF FO QS WJTJ O BSF NBJO BJOFE BT QFS FSNT
BOE D OEJ J O SFHV B S BV SJ O F FS BOE
unquoted share is valued at cost price or book value as per
B FT BVEJ FE BDD VO T

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 NB FSJB EJ FSFO S N BJS WB VF

N VO JO 5 S SF

Particulars Cost Price Market Price
2V FE T BSFT 20.28
Unquoted shares 1.00 -

5 F DVNV B JWF SFB J[FE HBJOT TTFT BSJTJOH S N TB FT BOE
liquidations in the reporting period is BDT (18.08) crore

Particulars Amount in BDT
crore

5 B VOSFB J[FE HBJOT TTFT (8.08)
5 B B FO SFWB VB J O HBJOT TTFT (18.08)

Capital requirements brokendown 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.

Specic 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-
NB VSJ EFQ TJ T

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 protability adversely with the increment
of interest rate and a negative Duration Gap increase the
company’s protability with the reduction of interest rate.

Quantitative Disclosures

5 F JODSFBTF EFD JOF JO FBSOJOHT S FD O NJD WB VF S SF FWBO
measure used by management) for upward and downward rate
T DLT BDD SEJOH NBOBHFNFO T NF E S NFBTVSJOH
interest rate risk broken down by currency (as relevant).

Maturity wise Distribution of Assets-Liabilities

N VO JO 5 S SF

Particulars 30/31
EB
N O

WFS
N O

N O T

WFS
N O T

N O T

WFS
N O T

N O T

WFS
N O T

FBS

5 B 3B F 4FOTJ JWF 100.94 197.41
Liabilities (A)

5 B 3B F 4FOTJ JWF 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 3FHV B S BQJ B 259.05
3JTL 8FJH FE TTF T

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)
QQS BD FSF DBQJ B D BSHF S JO FSFT SB F SJTL QSJDF BOE
SFJHO FYD BOHF SJTL JT EF FSNJOFE TFQBSB F

Market Risk Management system

Policies and processes for mitigating market risk

APolicy for managingMarket Risk hasbeen 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 Out ow,
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 F JOH B
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Interest Risk Management

5SFBTVS JWJTJ O SFWJF T F SJTLT D BOHFT JO JOD NF F
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 E OF BT VOEFS

Market analysis

Market analysis over interest rate movements are reviewed by
F 5SFBTVS F D NQBO 5 F QF BOE FWF NJTNB D

JO FSFT SB F SJTL F D NQBO JT NBOBHFE BOE N OJ SFE
from two perspectives, being an economic value perspective
BOE BO FBSOJOH QFSTQFD JWF

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
TJ VB J O BJNJOH NJ JHB F JO FSFT SB F SJTL

Continuous Monitoring

Company’s treasury manages and controls day-to-day trading
BD JWJ JFT VOEFS F TVQFSWJTJ O B FOTVSFT D O JOV VT
N OJ SJOH F FWF 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
diversication 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

NN EJ SJTL J BO

) QFSB J OB 3JTL

Qualitative disclosure:

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

F Q JDJFT BOE HVJEF JOFT JO FSOB D O S 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.

VEJ NNJ FF F BSE EJSFD WFSTFFT F BD JWJ JFT
JO FSOB D O S BOE D NQ JBODF BT QFS H E H WFSOBODF

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 re ected 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. Qualication, skills and
competency form our basis for nurturing talent. We are proud
to state that favorable job responsibilities are increasingly
B SBD JOH HSFB FS QBS JDJQB J O S N EJ FSFO FWF FNQ FFT
JO F JOBODF 8F BJN T FS B TFOTF QSJEF JO SLJOH
for BD Finance and to be the employer of choice. As such no
QFS SNBODF HBQ FYJT T JO JOBODF

Potential external events

TVD Q FO JB FY FSOB FWFO FYJT T SBJTF QFSB J OB SJTL
JOBODF B F JNF SFQ S JOH

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 QFSB J OB SJTL BDS TT F NQBO BT B F BOE
FOTVSFT B BO BQQS QSJB F SBNF SL FYJT T JEFO J BTTFTT
BOE NBOHF QFSB J OB SJTL

Approach for calculating capital charge for operational risk:

Operational risk is dened as the risk of loss resulting from
inadequate or failed internal processes, people and system
or from external events. BD Finance uses basic indicator
BQQS BD S DB DV B J O DBQJ B D BSHF BHBJOT QFSB J OB
risk i.e. 15% of average positive annual gross income of the
D NQBO WFS BT SFF FBST

Quantitative Disclosures:

(b) Capital requirement for operational risk:

Particulars Amount in BDT
crore

Capital requirement for operational risk: 5.29


