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Dear fellow shareholders,

It is a great honor and priviege for me to
welcome you all at the 12" annual general
meeting of the bank. Please accept my heartfelt
thanks and sincere appreciations at the very
In  this

occasion, | dlso congratulate all distinguished

outset of my speech. momentous
shareholders for your continued frust, support
and confidence that reposed on us towards
attaining overwhelming business success in the

year 2012,

Distinguish shareholders,

It gives me pleasure to place before you the Bank’s
linancial performance lor the year 2012. Despite a
number of reasons compelled most of the Bank
tfo have a diminishing growth rate, even some
had
operating profit for BDT 3207 million registering

other negatfive growth, JBL earned
13.82 percent growth while net profit of the bank
reached o BDT 1042 milion which is noteworthy.
Bank’s total deposit grew by 12.93 percent to
BDT 79623 million while lodans and dadvances
position was maintained amid highly volatie
market scenario. Foreign frade to the fune of
BDT 135093 million
bank rolling 10% percent growth in the edge of
bulk
importable goods price in the international

were routed through the

volafility  in commodity and other

market during the same period.

Considering the overdll situation and policy
2012  was
consolidation remaining fully compliant in terrms
and  the

successfully pursued with the commitment of

change, our strategy for

of regulation issues strategy  was
board of directors for making your investment to
have an ever incredsing value, Utmost devotion
of our managernent and ermployees have also

confributed a lot fo reach this success.
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Branch network of the bank expanded to 83 in
2012 covering more commercidlly strategic
locations all

over the country, Corporate

banking relationship is further reinforced to
maintain and boost long term relationship with
all who contributed a lot or have potential to
in future towards

contribute our

accomplishment.

We used to maintain the highest level of ethical
standard and fransparency while disclosing any
the
shareholders and public. Annual Report of the
bank for 2010 & 2011 has been awarded with
“Cerfificate of Merit” from Institute of Charfered

business  informatfion  to regulators,

Accountants Bangladesh (ICAB) that testifies this
proposition. Being the Primary Dealer (PD) of
government securities, JBL has been conducting
the with
professionalism. In recognition, we are awarded
with  the
Bangladesh Bank this year and this is the fourth

dedling operations utmost

“Best Primary Dealer Award” by

consecutive awards of JBL.
Honorable Shareholders,

Being the youngest member of the private
bank, JBL has edrned
the field
corporate social responsibility (CSR). The very

sector commercial

mentionable recognition in of
objective of our CSR activities is o support the
unprivileged class of the society and in turn to
contribute fto the greater socio-economic
development of the country., Jamuna Bank
Foundation has so far conducted 40 types of CSR

activities.
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Dear Shareholders,

During 2012, global economic growth has
wedkened further even after four years of eruption
of globadl financial crisis. A number of developed
economics have fallen into severe debt crisis and
the overall developed economics are facing high
unemployment, weak aggregate demand fiscal
austerity, high public debt burden and financial
sector fragility. Growth in major developing
countries has also decelerated notably reflecting
and domestic

both external vulnerabilities

challenges,

In 2013, Global financial condition has improved
safisfactorily, monetary stimulus and liquidity
support undertaken by large economies. Expected
global GDP growth is estimated to increase than
the GDP growth of 2012, Against this backdrop,
global growth will strength the gradually through
2013, averaging 3.50% on annual basisa moderate
uplift from 3.2% in 2012.

On the other hand Banking industry of the country
is currenfly encountering number of challenges/
preserves due to infroduction of 9 (nine) more
banks that will definitely make the competition

stiffer, rise of NPL of different banks for a number of
reasons, decredse of bottom line due to increase

of NPL, appreciation of local currency against

green back which is taking toll from exporters.

On the backdrop of the overdll scenario of the
economy and the banking industry, we have
chalked out following business strategies and we
are conlident that like the previous year when we
could ensure a satfisfactory level of growth despite
most of the banks experienced a declining frend
ol bottom line even some ol them had negative
growth, we will be able to ensure our targeted

level ol growth:
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® Reduction of cost of deposit by increasing
low/no cost deposit base.

® Increasing fee based service/activities where
costly capital is not charged.

®  Taking banking to the doorstep of our target
group.

® Credit wil be dllowed in those dreas where
lower level of risk requires, lower level of capital
and where there is scope for commission
income,

B Utmost emphasis will be given on maintaining
our impaired assets.

B |ncrease of income of existing subsidiaries,
existing business and looking for new avenues.

Last but not the least, we will confinue our
emphasis on ensuring customers’ delight.

In conclusion of my speech, | express my thanks
and gratitude to the Government of Bangladesh,
Ministry of Tnance, Bangladesh Bank, National
Board of Revenue, Bangladesh Securities and [xchange
Commission, and Ollice ol Registrar of Joint Stock
of Companies and Tirms, Bangladesh, Dhaka Stock
Cxchange, Chitftfagong Stock Exchange for their
all out cooperation.

My heartfelt felicitation to our valued customers
for giving us the opportunity to serve them and for
being associated with us in our journey for
excellence. My special thanks to auditors, ftax
consultants and legal advisors for their valuable
advice time and again, Finaly, | fake the
opportunity to thank all distinguished shareholders
and my colleagues on the board for their
continued support for making the endeavor d
success. | dlso appreciate the Managing Director
and management of all levels and employees of
all categories for their devotion and relentless hard
work towards the development of the bank.

Thanking you,

Sincerely Yours,

ﬁwﬂ /Vlﬁ'w%\

Kanutosh Majumder
Chairman

Jamuna Bank Limited
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The year 2012 was
another successful year for the Bank
in respect of bottom [ine result.
As we continue to
build on our achievements,
we ook towards stronger growth
for this new year...



Bismillahir Rahmanir Rahirn,
Assalarmu Alaikurm,

It is indeed a great honor and privilege to share
my views with the valued shareholders ol the
Bank about the performance of Jamuna Bank
Limited Tor the year 2012, The year 2012 was
another successiul year lor the Bank in respect
ol bottom line result,

Despite being a dillicult year for all linancial
institutions in the country, the Rank was able to
register a growth ol 13.82% in its operating profit.
Deposits & export business grew by 13% and 19%
respectively, The Bank’s total Assets growth was
rom Tk. 8,717.00 crore in 2011 to Tk, 10,984.00
crore in 2012, an increase ol 26%. Given the
economic environment, the Bank achieved a
commendable result as compared to other
peer group institutions,

During the year the Bank has increased its
network by opening 10 new branches and 50
ATMs as a part of it's contfinuing network
expdansion. Eight more branches and SME entres
will be opened this year. The total number of
branches and ATMs at present now stands at 83
and 100 respectively.

Qur traditional earnings lrom customer business
has been supplemented by income generated
from our freasury operations which was about
Tk. 60,00 crore. This was possible due to the
presence of a strong and knowledgedable
freasury team possessing the required skill and
acumen to handle treasury and money market
operations. It may be mentioned here that the
Bank is also a Primary Dealer in the Market, Two
subsidiary companies of the Bank are also in
operdlion.

Another area ol Tocus has been retail and small
& medium sized business. In 2012 our exposure in
SME had reached Tk.598.09 Crore., We have
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continued our strong presence in the traditional
sectors ol RMG, Construction and Infernationall
Trade and we look Torward to sustained growth
rom these businesses,

At Jamuna Bank we are strongly aware about
the importance ol developing the quality of
human resources. The Bank has a separate
fraining centre dedicated to the development
ol our junior and mid-level executives by
olfering intensive fraining programs. Leadership
and  management  workshops  are  also
organized regularly for our senior executives by

HR prolessionals [rom outside Taculty,

Jamuna Bank since inception takes pride in
associating itsell in dilferent aspects ol social
responsibility, The Rank through its Foundation
known as Jamuna Bank Foundation has over
the years rendered [linancidl assistance lor a
number ol charitable purposes. The Bank has
taken important steps in streamlining its CSR
activities through the Foundation.

As we contfinue to build on our achievements,
we look towards stronger growth Tor this year by
booking good business through better risk
management taking in elements ol global best
practices within the ramework ol regularity
guidelines, We will also have to put in greater
ellort towards recovery ol our impaired assets
and increase monitoring to keep our existing
assets at a satisflactory level.

| take this privilege to thank every members of
Jarmuna Bank Tamily Tor their commitrnent and
enthusiasm, as well as our partners, associates,
customers lor keeping [aith on us and lor their
support which we seriously count as we lorge
ahead.

Shafiquyl Alam

Managing Director

Jamuna Bank Limited






Directors’ Reporl 2012
TO SHAREHOLDERS,

The Board of Directors is responsible for the
consolidated financial statements of the Bank
and its  subsidiaries, the separate financial
statements of the Bank, and the financial
informgtfion in the Annual Reporf. The said
financial stafements for the year ending on
December 31, 2012 have been prepared in
dccordance with Infernational  Accounting
Standards (|AS)/Bangladesh

Standards (BAS)/International
Reporting Standards (IFRS)/Bangladesh lMnancial

Accounting

Financial

Reporting Standards (BIRS), as applicable in
Bangladesh and any departure there-from has
been adequately disclosed. Where judgment
and esfimates were required, these were made
with ¢careful and reasonable consideration, and
adequate disclosures have been made in the
notes to the financial statements. These financial
statements have been audited by independent
cerfified auditors who have given their

unqualified opinions.

The Board of Directors supports the practice of good
corporate governance in the Bank and endeavors to
ensure a good organizational structure so that the
Bank’s operations are efficient, transparent and
reliable.

The Board ol Directors supports the practice of
good corporate governance in the Bank and
endeavors fo ensure a good organizational
stfructure so that the Bank’s operatfions are
efficient, fransparent and reliable. An infernal
control system and @ risk management system
have been established to reasonably ensure
that the financial records are accurate and

complete.
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The Board of Directors has appointed an Audit
Committee which comprises five directors
including one independent director s the
Chairman of the Committee complying
corporate governance guideline issued by the
Bangladesh Securities & [xchange
Commission who are responsible for reviewing
the financial reports and for maintaining the
adequacy of the internal contfrol and audit
systerns of the Bank. The Audit Cormmittee has
expressed its opinion with regard to the stated
maftters in the Report of the Audit Committee,

which is presented in this Annual Report.

The Board of Directors is of the opinion that the
Bank’s overall internal control system s
adequate and appropriate and ¢an reasonably
assure the credibility of the consolidated
financial statements of the Bank and ifs
subsidiaries and the separate financial
statements of the Bank for the year ended
December 31, 2012,

Directors’ Reports are prepared complying
prevailing laws, regulations and guidelines time fo
fime given by the regulatory bodies. In this
respect, discussion on following issues have
made in the Directors Report (as applicable) as per
Corporate Governance Guidelines issued by the
BSLCC and section 184 of the Companies Act, 1994:

¢ Industry outlook and possible future

developments in the industry.
* Segment-wise or product-wise
performance.

e Risks and concerns.

Jamuna Bank Limited




Annual Report 2012

A discussion on Gross Profit Margin and Net
Profit Margin (as applicable for Banks)
Discussion on continuity of any Extra-
Ordinary gain orloss.

Related party fransactions.

Summarized Key operating and finangial
data of atf least preceding 5 (five) years
dre furnished in this report.

Disclosure of number of Board meetfings
held during the year and attendance by
edch director.

Shareholding pattern ie. aggregate
number of shares (along with name wise
details).
Paftern  of

shareholding, aggregate

number of shares held by the

subsidiary/associated companies, other
related parties, Directors, Chief Cxecutive
Officer, Chief

rinancial Officer, Head of Internal Audit

Company  Secretary,
and their spouses and minor ¢hildren and
shareholders holding ten percent (10%) or
more voting inferest in the company has
been disclosed adequately.

Chiel  Executive
Secretary, Chief

Officer, Head of Infernal Audit and their

Directors, Ollicer,

Company Mnancial
spouses and minor children (name wise
details).

Detdails of top five (5) salaried Cxecutives.
Board

meetings  held

The number of
meetings/Committees
during the year and atffendance by each
director has been disclosed in Corporate
Governance Report annexed fo this
report.

Shareholders holding ten percent (10%) or
more vofing interest in the company

(name wise details).
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Details of Director(s): brief resume,
expertise; names of companies in which
the person dlso holds the directorship and
the membership of committees of the

board.

Remuneration fo directors including
independent directors.

The Board certifies that:
Cxplanation  as  regards fo  significant
variance occurs  between Quarterly
Financial  performance and  Annual

Financial Statements are disclosed (If any).

The financial statements prepared by the
management of the Bank present fairly ifs
state of affairs, the result of its operations,

cash flows and changes in equity.

Proper books of account have been

madintained.

Appropriate accounting policies have
been consistently applied in preparation of
the financial statements and that the
accountfing  estimates adre based on

redasonable and prudent judgment.

Standards
(IAS)/Bangladesh  Accounting  Standards
(BAS)/International
Standards  (IFRS)/Bangladesh
Reporting Standards (BFRS), as applicable

Internationdal Accounting

financial  Reporting

Financial

in Bangladesh, have bheen followed in
preparation of the financial statements
and any departure there-fromn has been

adequately disclosed.

The system of internal control is sound and
has been effectively implemented and

monitored.

Jamuna Bank Limited
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d. There are no significant doubts upon the respects fo delight our customers and deliver
issuer company's ability to continue as a good and sustainable refurns to shareholders.
going concern. We are thankful for your remaining with us during

the crisis/uncertainties in global and local

h. There are no significdnt devidfions in 2012 financial arena in the past and hOper| 10

operating resulfs. reward your confidence.

We would like to express our grafitude to our
On behdalf of the Board of Directors
respected shareholders, valued customers and

talented employees for supporting us for business

/
growth and assisting the Bank to be firmly on Wm MﬁwL\

frack in our drive towards success. The Bank is Kanptosh Majumder
endeavoring its best to create excellence in dll CHAIRMAN of the Board of Directors
Annual Report 2012 A 60 Jamuna Bank Limited
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To The shareholders,

The Audit Committee independently performs its Mr. Malik Muntasir Reza, Senior Vice President &
tasks qs assigned by the Board of Directors in Company Secretary is serving ds the Secretary to
accordance with the regulations of Bangladesh the Audit Committee,

Bank, Bangladesh Securities and [xchange

Commission (BSEC) and as per prevailing In 2012, the Audit Committee held 18 meetings.
laws/regulations of the country applicable for The actions of the Audit Committee in these
Bank. meetings can be summarized as follows;
The Audit Committee is comprised of 5 (five) ® Endorsed the annual audit plan prepared by
Directors including 1 (one) independent director. the Internal Control & Compliance Division of
At present, the Audit Committee comprises of the Bank focusing on the risk-based audit
the following: approach as well as the
sl. Name Status Status  Educational Qualfication revision/dlteration/addition of the audit plan
B. Com. (Hons), M. Gom tfo ensure appropridteness. Monitored audit
Dhiaka Vnlversit \ . -
(Dhaka Lniversity) operations towards achieving the specified
- Mr. A. 8. M. Independent — Higher studles In
Abdul Hallim Director o Development QOCHS.
Adminlistristion, Birminghim
Unlverslty, 1K
Al-Hei Nur ® Considered the Bank’s connected
2 Director Memtier B. A. , . .
Mohammed fransactions or fransactions which may
Mr. . ' .
ek, M. Sc. in | exile Enginesring involve a conflict of interest to ensure that
3 Director Memtigr . .
Abu Khalr trom Germsny they are conducted in an arm’sdength basis
Mohammiad . . .
T and that the relevant information s
Mr. Md.
. Com. 1K [
4 Sirajullslam  Director  Member B Com. from D transparently disclosed.
Unlversity
Varosha
Mr.
5 Kinutosh Director Membier M. Com,
Majumdaer
Annual Report 2012 ‘ 61 ’ Jamuna Bank Limited
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® Reviewed the Bank’s quarterly, semi-annuadl

and annual financial statements as well as
the consolidated financial statements of the
Bank and its subsidiaries by holding meetings
with external auditors and executives of the
Bank to consider the financial statements to
ensure that financial statements present
fairly the financial position in accordance
with accounting standards and
laws/regulations before submission to the

Board for approval.

Reviewed and monitored the Bank’s internal
confrol system and internal audit activities to
consider their adequacy, appropriateness
and effectiveness. In this regard, the Audit
Committee was kept informed of the audit
results and key issues idenfified during the
course of audit as well as corrective actions
undertaken according to the
recommenddations of infernal and external

quditors.

Reviewed the compliance with relevant rules
and regulations including nofifications of the
BSCC and regulations and requirements of
the Bangladesh Bank. Reviewed
Management Letters/ Letter of Internal
Confrol weakness issued by statutory

quditors.

= Nominated the Bank’s external auditor by
taking into consideration of qualifications
specified by the Bangladesh Bank, the BSCC
considering reasonable  circumstances
leading to the interest of the Bank whereby
such auditor does not have any relationships
with  or interest in the Bank, the
management, major shareholders or related
parties in a manner that may affect the
independent operations and does not hold
any positions of the Bank such as director,
employee, contractual staff or any positions.
Also recommended the audit fee for the
auditor as deemed appropriate To the Board
of Directors considering the present situation
and the fees for the last auditor, In this
regard, the shareholders’ meetfing has

granted approval for the matter(s).

The Audit Committee is of the opinion that the
Bank has made an dappropriate and adequate
financial report and operated its business in
accordance with rules prescribed by the BSEC,
requirements of the Sftock [xchanges and
regulations of the Bangladesh Bank. The Bank is
confident that, with its current internal conftrol
system, the financial informatfion is complete,

correct, reliable and adequately disclosed.

"

A. S. M. Abdul Halim

Chairman, Audit Committee

Jamuna Bank Limited




GLOBAL ECONOMY

Four yedrs after the onset of the global financial
crisis, the world economy confinues to struggle.
Developing economies are still the main driver of
global growth, but their output has slowed. To
regdin  pre-crisis  growth rates, developing
counfries once again emphasized internal

productivity-enhancing policies.

rollowing a resurgence of tfurmoil in high-income
financial markets in May-June 2012, financial
markets have improved markedly, as a result of
national and CU-wide medasures o improve fiscal
sustainability, and the augmentation of
measures that the Curopean Cenfral Bank (CCB)

would fake in defense of the euro.

While signals from financial markets are
encouraging, those from the real-side of the
global economy are more mixed. Growth in
developing countries accelerated in Q3 of 2012,
including in major middle-income countries such
as Brazl and China, where mid-year weakness
confributed to the global slowdown. Early
indications for Q4 point to a confinued
acceleration in Cast Asia and the Pacific, Curope
and Central Asia, and South Asia, but slowing in

Latin America and the Caribbeadn.

Among high-income countries, investment and
industrial activity in the United States was
vnusually weak during Q3 despite strength in
housing and consumer demand - seemingly due
to uncertainty over the stance of fiscal policy in
the run up to November’s elections and the end-
of-2012 fiscal cliff. The U.S. is likely fo be one of
the best performing of the developed
economies in 2013. The US economy contfinues

to expand at a moderate but uneven pace.
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In Japan, the economy was contracting — in part
because of political fension with China over the
sovereignty of islands in the region and the
expirgtion of automobile purchase incentives,
Activity in [Curope ceased to confract at
alarming rates in Q3, but the economy
weadkened agdin in Q4 — perhaps reflecting
wedak demand for capital goods from the United
States and Japan.

Developing economies are still the main driver of
global growth, but their output has slowed. To regain
pre-crisis growth rates, developing countries once
again emphasized internal productivity-enhancing
policies.

Overall, the global economic environment
remains fragile and prone to  further
disappointment, although the balance of risks is
now less skewed to the downside than it has
been in recent years. Global growth is expected
to come in at a relatively weak 2.3 percent and
2.4 percent in 2012 and 2013, respectively, and
gradually strengthen to 3.1 percent and 3.3
percent in 2014 and 2015, Af an estimated 5.1
percent GDP growth in developing countries
during 2012 was among the slowest in 10 yeadrs.
Improved financial conditions, a relaxation of
rmonetary policy and somewhat stronger high-
income country, growth is projected to gradually
raise developing-country growth to 5.5 percent
in 2013, 5.7 percent in 2014 and 5.8 percent in
2015, roughly in line with these <countries’

underlying potential,

For high-income countries, fiscal consolidation,
high unemployment and very weadk consurmer
and business confidence will continue to weigh
on activity in 2013, when GDP is projected once

again to expand a mediocre 1.3 percent.

Vv
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Growth should, however, begin firming during
the course of 2013, and expand by 2 percent in
2014 and 2.3 percent in 2015. In the Euro Areq,
growth is now projected to only return to positive
territory in 2014, with GDP expected to confract
by 0.1 percent in 2013, before edging up fo 0.9
percentin 2014 and 1.4 percentin 2015,

This modest growth outlook is subject to risks.

®m  Although the likelihood of a serious crisis of
confidence in the Curo Area that would lead
fo a bloc-wide [reering up ol linancial
markets has declined significantly, continued
progress is needed fo improve country-level
finances, and enact plans to reinforce pan-
Curopedn schemes for a banking union and
sovereign rescue funds. If policy fails to
maintain its reform momentum, some of the
more vulnerable countries in the Euro Ared
could find themselves frozen out of capital
markefs, provoking a global slowdown that
could potenfially subtract 1.1 percent or

more from developing country GDP.

For high-income countries, [iscal
consolidation, high unemployment and very
weak consumer and business confidence will
continue to weigh on activity in 2013, when
GDP is projected once again to expand a
mediocre 1.3 percent.

In the United States, solid progress toward
outlining a c¢redible medium-term fiscal
consolidation plan that avoids periodic
episodes of brinksmanship surrounding the
debt ceiling, is needed. Policy uncertainty
has dlready dampened growth, Should
policymakers fail fo agree such measures, d
loss of confidence in the currency and an
overdll increase in market tensions could
reduce US and global growth by 2.3 percent

and 1.4 percent, respectively.
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® While a progressive decline in Chind’s

uvnusually high investment rate is not
expected to perturb global growth over the
there would be

medium-to-long term,

significant domestic and global
consequences if this position were to unwind
abruptly. Impacts for developing commodity
exporters would be especialy harsh if

commodity prices fell sharply.

An inferruption to global oil supply and a
resurgence in the price of internatfionally-
fraded food commodities remain risks,
especially given the low maize stocks. Should
local food prices rise markedly, nutrition and
health outcomes for the very poor could be

hit,

On the upside, a rapid resolution to policy
uncertainty in the United States, a decrease
in tensions in Asia, or an improvement in
Europedn confidence could speed up the
retfurn of high-income countries fo stronger
with
developing-country exports and GDP,

growth positive  effects for

The majority of developing countries are operating at
or close to full capacity. For them, additional demand
stimulus could be counter-productive raising
indebtedness and inflation without significant payoff
in terms of additional growth.

Addressing high and  slack

capacity

unemployment

remain  priorities [or countries in
developing Curope and in the Middle Cast and
North  Africa. However, the maqjority of
developing countries are operating at or close
to full capacity. TFor them, additional demand
stimulus could be counter-productive — raising
indebtedness and inllation without signilicant

payollin ferms ol additional growth,

Jamuna Bank Limited
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In what is likely to remain a difficult external

environment, characterized by slow and
potentially volatfile high-income country growth
over the next several years, strong growth in
developing countries is not guaranteed. To grow
need fto
that
underpinned the acceleration of growth during
the 1990s and 2000s.

additional efforts to raise productivity through

rapidly, developing countries will

maintain the reform momentum

In the absence of

structural reforms, investment in hurman capital,

and improved governance and investrment
conditions, developing country growth may well

slow.

The longer-term structural reform agenda should also
include efforts to improve food security, especially in
the more vulnerable of developing economies.

The longer-term structural reform agenda should
dlso include efforts to improve food security,
especially in the more vulnerable of developing
economies. This would involve increasing locdl
productivity, improving local storage and
fransportation infrastructure, fo reduce spoilage
and endble improved access to foreign markets,

both in good times and bad fimes.

Given the sfill uncertain global environment,
many developing counfries would be well
advised to gradually restore depleted fiscal and
monetary buffers, so as to ensure that their
econories can respond as resiliently as they did
the 2008/09

signilicant external shock arise.

during crisis, should a further
Developing countries dlso need to confinue to
be active players in the G-20 process, both in
order tfo assist high-income countries recover
from the crisis of 2008/9 but also to ensure that
reform efforts, be they in financial or readl
markets, take info full consideration the potfential

impacts on developing markets,
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INDUSTRY OUTLOOK AND POSSIBLE FUTURE
DEVELOPMENTS IN THE INDUSTRY OF BANGLADESH

ECONOMIC GROWTH

The estimates by the

Bangladesh Bureau of Statistics (BBS) not able to

provisional made
meet its GDP growth target of 7.0 percent set for
ry2012. The provisional figure for GDP growth for
the last fiscal year was to the tune of 6.3 percent;
i.,e. 0.7 percentage point lower than the
target. It may be recalled that in previous year
(Mr2011) the GDP growth target of 6.7 percent
wdas attained. According to the BBS estimate, a
repeat strong performance by the industry
(9.5 its

manufacturing component (9.8 percent)

sector percent), particulary
played the role of the key driver of the projected
GDP growth rate in TY2012, Along with if, the
construction sector surpassed its growth tfarget
for TY2012 (6.6 percent) fo aftain a robust 8.5
per cent growth. On the other hand, agriculture
sector, particulady the c¢rop  production
component, failed tfo maintain its remarkable
frack record of the past two fiscal years (6.1 per
cent against a target of 5.7 percent). Services
sector maintained its traditional é percent plus
growth rate, although this was somewhat lower

than the target.

A decomposition of the GDP growth rates in FY2011 and
FY2012 bears out that in the overall growth in FY2012
(6.3 per cent) only 0.5 per cent was the contribution of
Lhe agricullure seclor; in conlrast Lhe [igure was 1.0 per
cent in FY2011.

A decomposition of the GDP growth rafes in
Y2011 and Y2012 bears out that in the overall
growth in FY2012 (6.3 percent) only 0.5 percent
was the contribution of the agriculture sector; in

contrast the ligure was 1.0 percent in FY2011.

Jamuna Bank Limited
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This decline in agriculture sector’s contribution to
the GDP was more than the overall decline in
the GDP growth (0.4 percent). Accordingly, it
appears that the decline in GDP growth was
mostly accounted for by the relafively depressed
performance in the agriculture sector, more
particularly, its crop component. In confrast,
industry sector, backed up by its manufacturing
and construction sub-sectors, improved their
contfribution to growth. Indeed, out of 4.3 per
cent growth in IY2012, 2.8 percent originated
from the industry sector, the highest in recent
history. Service sector’s growth contribution was
limited to about 2.9 percent, (2012 related to ¢
period of sluggish economic performance in the
developed economies with ifs knock-on affects
on the export-oriented sectors and export sector
performance of Bangladesh. On the other hand,
growing domestic demand sustained by robust
remitftance flows had positive impact on the

performance of the economy.

Private investment as a share of GDP declined in FY2012
to 19.1 percent from 19.5 percent of the preceding
year. Public investment rate was reported to be 6.3 per
cent of the GDP

INVESTMENT

Investment, as a share of GDP, failed fo
dccelerate in line with expectations in the
second yedr of the SI'YP. Private investment as a
share of GDP declined in TY2012 to 19.1 percent
from 19.5 percent of the preceding year. Public
investment rate was reported to be 6.3 percent
of the GDP; however, this estimate, in all
probability, will perhaps need fo be revised
downward because of the under achievement
the the

Development Programme (RADP).

of targets  of Revised Annuadl
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The current estimate of public investment is
based on the adllocations of the RADP. The final
expenditure estimates of the ADP suggests that
of the fotal RADP allocation for Y2012 about 7.8
percent had remained vunutilised. Acc ording to
the mid-term plan, the investment target for
rY2013 was 29.6 percent of the GDP. This would
require d rise in investment as a share of GDP to
the extent of 4.2 percentage points. Private
investment will need to rise significantly to reach
22.7 percent of GDP from 19.1 percent in
FY2012. This would imply that in the absence of
laster accumulafion ol investrment, particularly
on the part of the private sector, and improved
implementation of government investment plan
(i.e. ADP), achieverment of the fargeted GDP
growth in FY2013 (according to SFYP) is likely to
remain along shot.

REVENUE COLLECTION

Revenue collection from the NBR proved to be a

source of some comfort in view of the
performance of key macroeconomic correlates
in TY2012. Indeed, for the second consecutive
vear, NBR revenue tfarget was adjusted upward;
this time from 15.7 percent to 16.3 percent.
Backed by strong revenue mobilization thanks to
rising import duty, VAT (local) and income tax,
NBR was able to surpass its annual revenue
collection target by Tk. 2,587 crore, The stellar
NBR

moderated though by underachievement from

performance  rom was  somewhat
non-tax sources. Indeed, the target for non-tax
revenue collection had to be slashed by Tk.
4,000 crore which resulted in the overall revenue

collection to be at a level below the target.
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REVENUE EXPENDITURE

In addifion to revenue shortfall, significant rise in
revenue expenditure put further pressure on the
fiscal balance. Revenue expenditure
(augmented) posted 14.7 percent grow th in
rY2012 surpassing the original growth target of
12,0 percent. Mgjor rise in expenditure wdads
observed on daccount of acquisition of assefs
and works, interest payments and subsidies and
current fransfers, It is to be noted that, subsidies
and fransfers dlone (excluding those to public
institutions like BPC, PDB efc.) contributed fo
about 42.5 percent of the incremental revenue
expenditure during this period. Domestic inferest
payments confributed another 38.3 percent
underwritten primarily by the high borrowing of
the government from the banking system. The
rising cost of public debt servicing and ifs
attendant fiscal burden is fransmitting worrying
signs and could emerge as a problem with long
term adverse consequence, However, as of
now, the debt situation has not crossed the

critical zone.

Major rise in expenditure was observed on account of
acquisition of assets and works, interest payments and
subsidies and current transfers.

ANNUAL DEVELOPMENT PROGRAM (ADP)

ADP implermentation during MNY2012 stood at Tk.
37,871crore, which was Tk 8,129 crore less than
the original target, implying an implementation
rate of 82.3 per cent (of the original budget). This
was about 3 percentage points lower than that

of the last year (85.3 per cent).
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As a result, ADP-GDP rafio in T'Y2012 was same as
that of the previous year (4.1 percent). An
added concern as regards the ADP had been
the higher share of local financing in the
dbsence of envisaged foreign financing. Of the
implemented ADP of FY2012, about 646 per cent
had to be financed from local sources; while the
figure stood at 59 percent in the original
dllocation, Indeed, only 68 percent of the totdl
project aid allocation was utilised in Y2012, This
led to increased government borrowing from the
banking system, putting pressure on availability

of ¢credit for the private sector.

DEFICIT FINANCING

With financing pressure emanating from the
the
overall budget deficit (excluding grants) stood
at Tk. 36,025 crore in FY2012, which was 3.6 per

overshooting of revenue expenditures,

cent ol GDP (excluding grants). Modest level of
net foreign financing and low c¢onfribution of
financing from the non-banking sources made
financing the deficit a major macroeconomic
challenge in FY2012. From the very onset of the
current fiscal year, the government had to resort
to borrowing from the banking sources
Cventudlly, the government managed fo restrain
overdll hank borrowing to Tk. 27,188 at the end
of fiscal year which was Tk. 1,927 crore less than
the revised budget target. The underufilisation of
domestic financing part of the ADP (by Tk. 949
crore) helped the cause ol curtaiing bank
borrowing fo a large extent. During the last
quarter of FY2012, the government borrowed Tk.
12,342 crore [rom such sources as provident

funds of government employees.
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INFLATION

As is know, inflation rate has been on the rise
over the past three years. In the backdrop of
high level of commodity prices, the annudl
average inflation target for NY2012 was set at 7.5
per cent. |lowever, general inflation (annual
averdge) rate reached 10.6 percent in Y2012
which was 8.8 per cent in ['Y2011. Since the mid-
2000s price level of food items became the
dominant contributor to inflation in Bangladesh.
| lowever, food inflation started fto somewhat
slow down since January 2012 after the Aman
harvest and indeed inflation rate of non-food

items had a greater influence on the finadl

outcome in TY2012. Non-food inflation was on
the rise since July 2011 mainly due to the upward
adjustment in the administered prices of fuel and
electricity and falling value of BDT against USD
leading to imported inflation. At the end of the
fiscal year, annual average non-food inflation
reached as high as 11.2 percent and exceeded
the annual average food inflation (10.5 per
cent). Within non-food commodities, prices of
clothing and footwear, gross rent, fuel and
lighting and transport and communication

experienced notable rise in NY2012,
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MONETARY POLICY

A maqjor focus of the monetary policy statement
(MPS) for first half of FY2012 which was released
in July 2012, was to restrain money supply.
| lowever, at the end of first half of the fiscal year
{(December 2011), the overdll growth of money
supply was close to the target (19.1 percent
against the target 18.5 per cent) and well below
the benchmark growth rate (21.3 percent af the
end of I'Y2011). Admittedly, the growth ol money
supply beyond what was targetted was primarily
due fo excessive government borrowing from
the banking sources. Growth of government
bank borrowing was 73.5 percent af the end of
December 2011. In view of the above, the
second MPS of the Bangladesh Bank (in January
2012} had reduced the target for growth of
credit flow fo the private sector and raised
government borrowing targefs. The monetary
policy for the second half of Y2012 set growth
targets for private and public sector credit atf
16.0 percent and 31.0 percent respectively
whereas the target [or growth ol broad money

was brought down to 17.0 per cent.

A major focus of the monetary policy statement (MPS)
for first half of FY2012 which was released in July 2012,
was to restrain money supply.

At the end of fiscal the growth of
government borrowing was reduced to 25.2 per

year,

cent. In contrast, private sector credit remained
19.7 per cent and had exceeded the target. The
overall money supply growth remained at 17.4
percent towards the end of NY2012. Indeed,
restraining credit growth, particulary growth of
government borrowing, had helped to restore
macroeconomic balance to a certain extent.
Regrettably, the effectiveness of monetary
conftraction in controlling overall inflation as well

as its non-food component was rather limited.
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As mentfioned earlier, non-food inflation
continued to soar throughout the fiscal year as a
result of upward adjustment of administered
prices of fuel and electricity. In the end, demand
side management was outplayed by cost-push
inflation.

MONETARY POLICY STANCE FOR THE SECOND HALF
OF FY2013

Over the years successive monetary policies of
the Bangladesh Bank were designed to
dccommodate concurrently the targets set for
economic growth and inflation. The last two
MPSs have fried to move towards. primarily.
containment of the inflationary expectation and
took a rather contractionary stance. The MPS for
first half of FY2013 had come up with two major
objecftives; "“(i) maintaining inflafion at moderate
and (i)
objectives of the Government".

levels supporting inclusive growth
However, if
appears that containing inflation remained the
“core focus of the announced monetary
program”. The MPS dlso announced four major
policy objectives. The first one was about
maintaining close coordination with the Ministry
of Tinance to limit Government borrowing from
the banking sector. The MPS has dmed to
daccommodate the budgetary farget of bank
borrowing by the government (Tk. 23.000 crore).

the the
government from the banking sector may
surpass the budgetary target by a considerable
mdarginat the end ol the liscal yvear.

[ lowever, credit requirement  of

Secondly, Bangladesh Bank expressed ifs
intention to “focus on the quality/composition of
private sector credit”. In addifion, the MPS also
dimed to reduce the interest rate spread to
ensure ¢ more competitive banking sector. In

September 2012 interest rate spread was 5.5
percentage points — down from 5.6 percentage

points in June 2012.
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Thirdly, the central bank recognised the need to
strengthen the financial sector for ‘effective
fransmission of monetary policy’. The central
bank has put in place new provisioning and
rescheduling procedures for bank loan as of

January 2013 in line with international practice.

It may be noted
that, during the period under the present MPS,
classified  loans had  indeed  showed
considerable rise. As of the first quarter of FY2013,
percenfage share of classified loan to fotal
outstanding loan has increased to 8.8 per cent
(from 7.2 per cent as of June 2012). This is the
second successive quarter in which classified
loan had increased as a share of total
oufstanding loan. Indeed, the overadll
governance of the banking sector has come

under scrutiny in recent months.

The central bank has put in place new provisioning and
rescheduling procedures for bank loan as of January
2013 in [ine with international practice. In view of the
urgent need to improve financial sector governance,

the steps taken by the central bank are welcome.

Fourthly, the MPS for first half of FY2013 also
aimed “to preserve the country’s exfernal sector
stability”. Certainly, the external sector balance
is more stable compared to the corresponding
period of FY2012. However, this has come at the
expense of the slowdown of both export growth

and import growth. This low level of external

sector activities will surely have adverse
implications for the economic growth prospect
in M(2013. Moreover, it dappears that commercial
banks also faced considerable decline in their
profit in the first quarter of FY2013. It is observed
that new commercial banks are coming into
operation some fime in the second half of
Y2013, At a fime when the commercial banks
are struggling to operate prolitably, new banks

are dlso bringing more competition.

Overdll, the forthcoming MPS will need fto
present dan assessment of the July-December,
2012 MPS; along with this the MPS should also
examine the overall implications of the stated
measures for economic growth, employment
and inflation, On the one hand, the central bank
is expected to examine the confribufion of
monetary policy to the decline in inflation. On
the other hand, the monetary policy also
estimate ifs impacts on economic growth and
investment, Indeed, according to the new
estimates of Bangladesh Bank, economic growth
in FY2013 will be around 6.1-6.4 per cent.
However, this will also imply that the growth rate
in TY2013 may fall short of its target (7.2 per cent)
by about 1 percentage point, 6.2 per cent as an
economic growth outcome perhaps will be
considered respectable. It is more likely that the
cenfral bank wil contfinue fo pursue d
contractionary monetary policy stance for the
coming half of FY2013 - however, this will surely
entail a frade-oll with growth prospects ol the

Bangladesh economy.
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EXPORT

Robust performance of export was one of the
major achievements in FY2011. Growth target of
export for MY2012 was set at 156 per cent.
Regrettably, af the end of the [iscal year, overdll
export earnings growth stood at 5.9 per cent; this
was only 86.5 per cent of the target (USD 26,500
million). Indeed, since September 2011, export
growth experienced a secular fall. As a result,
during the last ten months (September-June) of
2012, export earnings increased by only 1.3
per cent compared fo the same period of
rY2011. Of the exported items, knit-RMG had
underperformed significantly, registering zero
growth during FY2012. The fall in export earnings
might perhaps be partially attributed to the fall in
cotton prices. During September 2011- June
2012, average infernational price of cotton
declined by (-) 44.7 per cent compared to the
matching period of the previous fiscal. Thus,

there was perhaps some ‘price effect’ in the
decline in the eaming from the RMG sectors in
confrast with the ‘volume effect’. [xport to the
US market had been rather weak, failing to
register positive growth ((-) 0.1 per cenf} in
rY2012. Additionally, export edrnings from the CU
have dlso started to decline in the second half of
Y2012, since January 2012. Cxport earnings from
non-fraditional markets were impressive, but
inadequate fo sustain the overall export growth.

EXPORT GROWTH (%)
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IMPORT

Contrary to the export agenda, imports did not
see a significant reduction unfil last quarter of
the fiscal year, leading fo heightened pressure
on the Balance of Payment (BOP) position of the
country, Af the end of the third quarter, growth
of import payments was about 12 per cent, This
came down to 5.7 per cent at the end of
ry2012. Growth of import payments in the
current fiscal year originated mainly from the
higher import demand for liquid fuel as about 44
per cent of the incremental import payments
generated from the import of these products.
Import of petroleumn products registered a
whopping 39.1 per cent growth in the July-
March phase of M'Y2012 which later came down
to 19.5 per cent at the end of TY2012. According
to BPC stafistics, import payments for pefroleum
products increased by 33.5 per cent in Y2012 (in
BDT terms). A division of the increase was

aftributed  to higher prices of petroleum
products, which increased by 21.3 per cent in
USD terms. Slowdown in export also helped to
reduce pressure of import payments as a
significant proportion of import is directly related
to export performance. Af the same ftime,
stringent policies of Bangladesh Bank to restrict
financing of import have also contributed to
slowdown in imports.
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Growth of import payments in the current
fiscal year originated mainly from the higher
import demand for liquid fuel as about 44 per
cent of the incremental import payments
generated from the import of these products.
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EXPORT EARNINGS

Export earnings stood at USD 24.31 bilion in
Y2012, registering a moderate growth of 6.0 per
cent, This modest growth rate was a significant
departure from the impressive growth rate of
41,5 per cent posted in I'Y2011. The slow down
experienced in Fr2012 has confinved into the
early months of I'Y2013. In the first five months of
Y2013, during the July-November period, export
earnings registered a growth rate of 4.1 per cent
as opposed to the robust growth rate of 17.46 per
cent in Fr2012 compared to the comparable
months of Y 2011. Sectoral composition for this
period shows that RMG sector posted a modest
growth rate of 5.7 per cent wheredas the non-
RMG exports experienced a negative growth
rate of 9.6 per cent compared to the
corresponding period of Y2012. To attain the
export target for Y2013 which has been set at
15.3 per cent, growth rate in the coming months
of I'Y2013 will need to be significantly high: 17.5
per cent and 31.0 per cent for RMG and non-
RMG respectively. It is projected that growth in
export edrnings in Y2013 will approximate that
of the previous fiscal (about 6 per cent in
ry2012).

Export earnings stood at USD 24.31 billion in FY2012,
registering a moderate growth of 6.0 per cent. This
modest growth rate was a significant departure from
the impressive growth rate of 41.5 per cent posted in
FY2011.

The ongoing economic slowdown in the Curo
Zone and sluggish recovery and lower economic
growth in many developed countries will likely to
have adverse implications for Bangladesh’s

overdll export performance in TY2013.
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IMF (2012) found that emerging markets are
being affected by the lower growth and
uncertainty in developed countries and it is also
important fo note that growth in word tfrade
volume is projected fo slump to 3.2 per cent in
2012 from 5.8 per cent in 2011 and 12.6 per cent
in 2010 (IMI, 2012). Market decomposition of
Bangladesh’s export performance for the RMG
sector depicts o mixed scenario. Export
performance of Bangladesh in the US market
clearly illustrates that export of RMG products
failed to maintain the earlier momentum and
has remained stagnant in value terms posting o
growth rate of only about 0.33 per cent in
ry2012. Other competitors of Bangladesh in the
US market, top ten exporters have managed to
register higher growth in IY2012: e.g. Vietham
(7.9 per cent), Indonesia (4.1 per cent), China
(1.0 per cent}, Cambodia (6.4 per cent), Mexico

(4.0 per cent) and Turkey (20.8 per cent).

Export performance of Bangladesh in the US market
clearly illustrates that export of RMG products failed to
maintain the earlier momentum and has remained
stagnant in value terms posting a growth rate of only

;72;

about 0.33 per cent in FY2012.

Over this period when Bangladesh’s export
earnings from both knit and woven wear
declined by 3.2 and 5.6 respectively, export
edrnings for Vietham posted a rise of 8.9 and 4.5

per centf respectively for these two items.

In contrast to the US market, the EU market [ares
somewhdat beftter. Total exports to the L[U
countries had registered a 10 per cent growth
rate in TY2012 with the RMG earnings posting d
13.9 per cent rise in 2012. Despite the euro 7one
crises, Bangladesh’s apparel export growth in
the CU has sustained in view of the relatively

better economic situation of its major destination

V
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backers, Germany (9.6 per centf), United
Kingdom (20.9 per cent), Italy (15.6 per cent)
had been good with the exception of Mrance (-
4.9 per cent). Of heightened interest here is to
note is the export record of Vietnam in MY2012in
major destination countries: Germany (36.3 per
cent), Mrance (47.6 per cent), United Kingdom

(43.8 per cent), and Italy (42.8 per cent).

Bangladesh'’s export growth for RMG items in the
euro 7one c¢ame down further during July-
November, 2013 posting a growth rate of 4.5 per
cent compared fto the corresponding period of
2012, Whilst export earnings from woven sector
were impressive, with a 23.1 per cent growth, if is

notable that export of knitwear

n

declined by 1.2 per cent.” Indeed, total global
import of RMG by the [U had declined by 15.1
per cent over the corresponding period. WB

actually

(2012} also concluded that commodity export-
dependent countries are most af risk in the event
of a renewed global slowdown.

AVERAGE PRICE FOR TOP FIVE KNIT ITEMS, FY2010-
FY2012
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Apart from the country’s principal export items,
the RMG, in the EU market encouraging growth
rates were posted in Y2012 for footwear and
21.3 per
respectively, On the other hand, in the US

shrimp, cent and 7.4 per cent
market, export earnings rom [ootwear remained
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almost unchanged (0.81 per cent) whereas
shrimp export declined by a significant 40.5 per

cent.

Whilst
experiencing fluctuating fortunes in the North

Bangladesh’s exports have been
American and CU markets, her South-South frade

has been on the rise,

Bangladesh export to India has experienced a
robust growth in recent years and stood at USD
498 million in FY2012. During the July-November
period of MNY2013, export earnings reached USD
221 million, registering 3.8 per cent growth over
the corresponding period of FY2012. The recent
duty free market offer to Bangladesh from India
has created favorable window of opportunity to
enter the fast growing Indian market. In Y2012,
Bangladesh experienced robust export growth in
China (25.7 per cent), Malaysia (27.9 per cent),
Korea (28.1 per cent), Myanmar (39.4 per cent),
Thailand (55.8 per cent), Singapore (58.0 per
cent), Brazil (40.9 per cent) and South Africa
(16.9 per cent). Cxport basket in these countries
mostly concentrated on non-RMG  products
which spedk of the significant opportunities for
export diversification and Bangladesh should put
more emphasis on this emerging opportunity for

market and product diversification.

Bangladesh export to India has experienced
a robust growth in recent years and stood at
USD 498 million in FY2012.

Besides, this is likely to have adverse implications
for Bangladesh’s credibility as a supplier when
Bangladesh was frying to consolidate its foothold
as the second-largest RMG exporter in the world,
and rajor buyers were showing keen interest in
Bangladesh as part of their China Plus One

strateqy flor sourcing.
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Whilst RMG is not covered under US-GSP
scheme, US-GSP hearings and likely adverse
decision could also impair Bangladesh’s overadll
export interest in the US market. The issue of
allowing RMG workers on their frade-union rights
has also been highlighted by the CPD. If the GoB
and concerned instifutions fail to take adequate
measures in the above regard, the adverse
implications will seriously undermine
Bangladesh’s export potentials in the near future.
Additionally, the increasing number of bilateral
and regional frade agreements will likely lead to
preference erosion for Bangladesh, as will
unilateral  tariff  reductions by developed
countries, Bangladesh’s should strategise in view
of the above if she is to realise her potential to
match China’s track record. Thus, Bangladesh
will need to give adequate aftention to both
software (regulatory regime, frade union rights,
compliance etc.) and hardware (infrastructure
development, ftrade facilitation, supply-side
capacity building) related measures on an

vrgent basis.

Performance of the import sector had been rather
sluggish in fy2012. Registering a growth rate of 5.3 per
cent, total imports amounted to usd 35442.30 million
in fy2012.

IMPORT PAYMENTS

Performance of the import sector had been
rather sluggish in MY2012. Registering a growth
rate of 5.3 per cent, total imports amounted to
USD 35442.30 million in I'Y2012. Growth in import
payments in the [irst quarter of FY2013 was 2.0
per cent compared to the corresponding period
of Y2012, Tall in some of the key cormmodity
prices and the overall confractionary policy

pursued by the central bank played its role.

Statistics with regard to global commodity prices
shows a fall in prices of food grains and fuel and
a number of other items in the global market. It
needs to be noted that there was also a drastic
reduction in the import of rice (- 97.6 per cent)
which also confributed to containing total import

payments,

Among other import items, import of POL
recorded a robust growth of 50.1 per cent in the
first quarter in 2013, In confrast, import of
machineries, an important import items having
significance for investment, faced o negative
growth rate both in fiscal year 2012 (-14.0 per
cent) and in the first quarter of Y2013 (-13.6 per
cent) with attendant adverse implications for
investment. |lowever, fertilizer growth was high
(12.4 per cent) and import of raw cofton was

also high (48.9 per cent).

The lafter was likely to have positive impact on
performance of export-oriented RMG sector in
the near term. It is o be noted that import
payments indeed has experienced a negative
growth of (-} 6.9 per cent over the July-
November, Y2013 period.

L/C opening and settlement declined by (-) 9.7
per cent and (-) 13.2 per cent respectively
during the first five months of Y2013, It is
important fo note that L/C opening for
petroleum decreased by (-) 16.7 per cent during
the same period. Anecdotfal information
suggests that commercial banks are also
showing reluctance in opening L/Cs in generdl
dlthough Bangladesh has gone for moral
persuasion in discouraging import of particularly
consumer and luxury goods only. The declining
tendency of overall import is likely to contfinue in

the corming months of FY2013.
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REMITTANCES
The flow of inward remittances to Bangladesh EYZ0032
MMalaysia

stood at USD 5.01 billion during July to November 2% Other

) , Japan countres
of the current fiscal year, marking 24.9 per cent 13%
| ive growth ’rh bl th [' vl
impressive growth over the comparable months i Arabla

of the previous fiscal year. This is a remarkable oS

achieverment also because remitfance earning
in Y2012 (USD 12.84 billion) was a significant 10.3
per cent higher compared to FY2011. In part,
significant depreciation of exchange rate has
helped fo achieve this higher growth.

Celebration of Od ul Azha and Durga Pujd in the
first quarter in Y2013 may have also contributed
to this higher growth., i TR
Mdalaysia mu';“m
According to the Bangladesh Bank’s official figure for JamE% 155 :::.'::L
a a N . Li]
remittances inflow in Y2012, other important sources 0% 255G

for remittances were UAE (18.7 per cent), USA (11.7 per
cent), Kuwait (9.8 per cent), UK (9.0 per cent) and
Malaysia (6.6 per cent).

U.5.A,

12%
Despite the recent diversification of remittance

Singapor
sources, Middle Cast countries continued to be ‘-" LA E.
Fug Kuwednil 1%,
the major sources of remittance inflow in ¥ ey

Bangladesh. Saudi Arabia was the largest source

ol remittance with total amount ol remiftance

stood at USD 3.68 billion in 2012 with 28.7 per Though the growth rate of the number of

cent growth rafte in 2012. According to the migrant workers was a negative (-) 6.7 per cent

Bangladesh Bank’s official figure for remittances in the first quarter, the number of workers wds
inflow in FY2012, other important sources [or
remittances were UAE (18.7 per cent), USA (11.7

per cent), Kuwait (9.8 per cent), UK (9.0 per

likely to increase in the coming months of Y2013
as Malaysia has indicated its inferest to recruit a

ignific B
cent) and Malaysia (6.6 per cent). significant number of workers from Bangladesh

under the government-to-government (G to G)

During 12012, fhe fofal number of migrant arrangement, This could reduce the cost of
workers going abroad stood at about 692
thousands, registering a robust growth of 57. 4

per cent compared to the previous fiscal year. It

migratfion but will require significant
strengthening of the capacity of all involved

. . , , institution of the GoB.
is of inferest to note that impressive growth has

occurred after a significant deceleration of

migrant workers in 2009 and 2010, (-) 50.9 per
cent and (-) 34.3 per cent respectively.
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BALANCE OF PAYMENTS

In the backdrop of the volatility observed in
2012, the first four months of the current fiscal
year observed a balance of payment surplus
mainly because of higher inward remittance
and lower import growth. The overall balance
reached USD 1923 million in July-October period
of Y2013 from a negative balance of 384 million
USD for comparable months in FY2012. Trade
deficit started to come down and, current
account registered surplus of 464 million USD in
the same period of N'Y2013.

According to the Bangladesh Bank, over July-
October in Y2013,
Investment (DI} inflow increased to USD 588
from USD 466 million the
corresponding months in FY2012, registering d

period loreign Direct

million over
growth of 26.3 per cent. Medium and Long Term
(MLT) loans stood at 579 miilion in 2013 with a
significant growth rate (185 per cent) in July-
October FY2013. Gross
exchange reserves stood at USD 12.8 billion as of

period ol Foreign
1 January FY2013, equivalent to more than four
rmonths imports bills, which was about 32.3 per
cent higher than the same period in 2012.
Despite the rising reserves in recent fimes,
Bangladesh bank projects a modest growth in
FY2013 in light of the subdued forecast for global

frade in the coming year.

According to the Bangladesh Bank, over July-October
period in FY2013, Foreign Direct Investment (FDI)
inflow increased to USD 588 million from USD 466
million over the corresponding months in FY2012,
registering a growth of 26.3 per cent.

Alter two years ol uncertainty, the Government
has now decided to participate in the ‘sovereign

bond’ market.
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Sovereign bonds, worth of USD 500 million, will be
issued during March-April, 2013. The government
expects that the interest rate to be in the range
of 5-5.5 per cent. Bangladesh’s stable credit
in  this

expectation although due caution will need to

rating has perhaps played a role

be exercised in dealing with the possible
attendant risks emanating from this form of

government borrowing,

TERMS OF TRADE IN BANGLADESH
(BASE YEAR: 1995-96)
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It is important to mention here that Bangladesh’s
terms of trade has been following a declining
frend in recent years. Whilst reliable up to date
data is lacking, according to Bangladesh Bank
information. TOT has improved marginally, by 0.5
per cent, in TY2011 compared to the NY2010. In
view of voldfility of commodity prices in the
global market, a renewed effort to move up the
vdlue chain in exportables, away from basic
manulactured items where price movements
are slow, is required tfo change the situation in

Bangladesh’s favour.

FOREIGN AID

Foreign aid inflow in July-November period,
FY2013 stood at USD 9064.6 million, posting an
impressive growth of 107.4 per cent compared
1o the corresponding months of MY2012.

Jamuna Bank Limited
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Net foreign aid inflow during the first five months
(USD 568.4 million)
compared tfo the same period of Y2012 (USD

wds significantly  higher

97.1 million}). This significant improvement in aid
inflow mainly originated from disbursement by
Japan (USD 150 million), WB (USD 285 million) and
ADB (USD 136 milion). Close monitoring and
better coordination have perhaps helped. In the
current fiscal year, government has set a gross
foreign aid target of USD 3.2 billion. Though the
country is gradudlly moving out from did
dependency, but the aqid inflow has its own
significance fo meet the country’s increasing

development needs.

EXCHANGE RATE MOVEMENTS

During July-October, TY2013 period, Taka had
appreciated against all the major currencies
including dollar, Curo, British Pound and Chinese
Yuan, except the Indian Rupee. This frend was d
reversal of the frends experienced during the
comparable months of TY2012. The underlying
causes for this are higher inward remittances, the
lower import the
replenishment of the foreign exchange reserves.

demand and resultant

rigure-3.11 shows the Taka-USD exchange rate
and redl effective exchange rate over the |ast
ten years.

TAKA-DOLLAR EXCHANGE RATE AND REAL EFFECTIVE
EXCHANGE RATE, FY2002-FY2012
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Whilst export sector and remitfances flow were
incetivised by the large scale depreciation
experienced in TY2012, recent strengthening of
the BDT changes the scenario in a significant
way; however, this is likely to have some positive
impact on the price of imported commodities in

the domestic market,
GROWTH AND ECONOMIC QUTLOOK

Bangladesh economy had passed through a
difficult period in Y2012 from the perspective of
macroeconomic management, The delensive
adjustments adopted by the government, in the
course of MNY2012 (particularly during the latter
half), were manifested in various policy actions
including those related to fiscal and monetary
policies. On the one hand, the policy package
had the

to

contributed  to restoration  of

macroeconomic  stability some extent;
however, this entailed a cost in terms of the
redlized economic growth, As the halfway mark
of I'Y2013 approached, economic policy of the
government had ¢onfinued to maintain a similar
caufious approach. In the backdrop of
unattainment of growth target in TY2012 and ifs
likely repetition in F'Y2013, the gap between STYP
growth target and actual performance will be
widen. There may be a need fo revisit the SFYP
targets in view of this. The signals emanating

[rom the [irst few months of TY2013 indicate that,

o 100
L] the policymakers will have to conlront a more
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&0 challenging phase in the coming months.
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GROWTH AND INVESTMENT OUTLOOK

Higher level of investment is a binding constraint
for higher economic growth. According to the
SI'YP target, share of total investment to GDP
needs to be 29.6 per cent of GDP in FY2013. In
other words, it will need an additional Tk. 75,460
crore of investment; of which more than 81.0 per
cent should come from the private sector.
Certainly this will be an impossible target to
chase. Additionally, an overwhelming part of the
investment has to go to manufacturing sector to
acquire the incremental 1.0 per cent GDP
growth in N'Y2013 over 'Y2012. Signs of slowdown
in investment trend are becoming increasingly
visible. A combination of a number of factors,
including weakening of global demand,
inadequate infrastructural facilities, constricted
access to finance, wunsatisfactory industrial
relation have depressed the investment outlook
further,

repeatedly

lligh cost of borrowing has been
the
impediment for

mentioned by business

community as an private
investment, In this connection, high level of
inflation is often blamed for high interest rate.
Interestingly, at a fime when inflation is coming
down, inferest rate is creeping up. The redl
interest rate (both nominal and real) in TY2011
was 2.2 per ¢ent which is now increased to 6.5

per cent in September Y2013,

FIGURE 3.12: LENDING RATE VS INFLATION RATE (%)
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The depressing sign of investment scenario is
visible from the decline in import of capital
machineries. In contrast, ferm loan disbursement
in the first quarter of Y2013 has been impressive
compared to the corresponding quarter of the
previous fiscal year. However, this disbursement
was ((-) 4.9 per cent) lower than last quarter
(April-June FY2012). It is, however, found that
overdll private sector credit growth was at @

moderately high level.

The Hallmark scam has put forward an
important lesson to the economy that loans
acquired from the commercial banks may nhot
always be destined for the intended purpose (as
is evidenced in the bank documents).

At a time when investment in terms of import
capital machineries is declining and economic
activity including trade related activities are
slowing down, such a growth in private sector
credit and term loan is somewhat perplexing.
The Hallmark scam has put forward an important
lesson to the economy that loans acquired from
the commercial

the

evidenced in the bank documents).

banks may not always be

destined for infended purpose (as s

The above analysis of the macroeconomic
performance in current fiscal, based on early
data, fransmits the signal that a growth target of
7.2 per cent for Y2013 is unlikely to be achieved.
The GDP growth projections made by the
multilateral donors (i.e. the World Bank, IMF and
ADB) corroborate that GDP growth rate in
rY2013 would be around 6.0 per cent. A more
recent projection by the Bangladesh Bank has
also estimated that the GDP growth rate in
rY2013 will be in the range ol 6.1-6.4 per cent. Af
this point in time, the avadilable data on real
sectors’ performance are not adequate to
estimate the final outcome for the GDP growth
in FY2013.
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The crop production data (on Aus and Aman) is

vet 1o be finalised; however, danecdotal
information suggests that, the production figure
could be better in (2013 compared to the
previous fiscal year. On the other hand, QIP
index for large and medium industries for the first
two months of FY2013 shows that manufacturing
production growth in large and medium
industries was only 4.9 per cent. The relatively
slow pace of growth in export will dlso likely have
a dampening impact on industrial  sector
performance in FY2013. In all likelihood, given
the current scenario, the economic growth rate
in TY2013 is unlikely to surpass the growth record

of FY2012,

RAISING EQUITY FROM THE CAPITAL MARKET FOR
MANUFACTURING ENTERPRISES

Raising financial resources from the equity
market faced a number of challenges in 2012.
bubble created

market in 2009 and 2010 came to an end in

The arfificial in the capital

December, 2010. Manufacturing sector IPOs
were rather few fill FY2011. After the collapse of
the market, @ number of reform measures were
raise  market

undertaken  fo efficiency

particularly focusing on the primary market.

Raising financial resources from the equity market
faced a number of challenges in 2012. The artificial
bubble created in the capital market in 2009 and 2010
came to an end in December, 2010.

As a result number of IPOs in TY2012, for setfting
vp manufacturing enterprises, has increased
significantly. New IPOs included engineering,
textiles and food and dllied products which
adccounted for about 18 per cent of total IPOs in
FY2012. However, number of IPOs [or mutual
funds in FY2012 and the amount fo be raised by

these through public offer were still high.

Annual Report 2012
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In  view of dllegations about market
manipulation, to ensure transparency and
reduce malpractices, operations of the

concerned companies should be properly
audited. To address some of the atftendant
concerns, it is important to implement the

Financial Reporting Act on an urgent basis.

Removal of cap over interest rate in June, 2012,
ostensibly to infuse competitiveness in the
market has contributed to the rise in interest
rates both for deposit collection as well as
advances and loans.

lligh rate of interest for bank loan is a key
concern for enfrepreneurs operating in the
manufacturing sector. Since MY2010, interest rate
has significantly gone up both in nominal and
real terms. Weighted average interest rates
applied for tferm loan and working capital has
significantly increased since June, 2010; this was
relatively high in case of working capital

(compared to that in ferm loan). Besides,
removdl of cap over interest rate in June, 2012,
ostensibly to infuse competitiveness in the
market has contributed fo the rise in interest
rates both for deposit collection as well as
advances and loans, This has adversely affected
the growth of working capital, both for LMIs and

SMis,

STATE OF GOVERNANCE IN THE BANKING SECTOR:

Banking sector is one of the most important
the

mobilizes resources for productive investments in

components of financial  system  that
a country which in turn contributes to economic
The between

financial sector development and economic

development. relationship

growth has been explored in several studies in

the recent past.
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Cross-country empirical evidence suggests d
positive association between inancial
development and economic growth (Ahmed
and Ansar 1998; CPD 2011; Monnin and Jokipii
2010; McKinnon, 1973; Shaw, 1973; Calderdn and
Liv, 1999; Rahman, 2004; Chakraborty, 2008;
Khan 2011; Khan 2002; Khan and Senhadji 2000).
On the other hand crisis, volatility and corruption
in the banking sector have been found to have
negafive implications for the growth of the
banking industry (Park 2012; Moshirian and Wu
2012, Lin and lluang 2012, Serwa 2010). In
Bangladesh, financial sector is dominated by
banks. In 2011 total asset of the banking sector
was 74.6 percent and of non-bank financial
institutions 3.4 percent of GDP (GoB 2012
Bangladesh Bank 2012). The banking sector has
flourished during the last three decades as a
result of increased demand of the growing
economy. During this period the banking sector
has also undergone several reforms and lallen
under the jurisdiction of a number of acts in a
bid fo improve the efficiency of the sector.
Nevertheless, the sector is yet to improve its
performance in terms of trust and confidence of
people as shocks hit the sector from time to time
in a major way. Among these, the issue of
governance in the banking sector has been
under the spotlight in 2012 in the context of the
Hall Mark scam which was the biggest financial
crime in the history of Bangladesh’s banking
sector. Given the contribution of the banking
sector in the overall development of the country,
such  processes of misappropriating public
resources c¢an have serious implications for

economic growth of the country,

BRIEF OVERVIEW OF THE PERFORMANCE QOF THE
BANKING SECTOR

The pace of development in the banking
industry has been significant over the past
decades. In calendar year (CY) 2011, fotal asset
of 47 commercial banks stood at Tk 5874.9 billion
and deposit at Tk 4509.8 billion (Bangladesh Bank
2012) which were 74.6 percent and 57.2 percent
respectively. During the last ten years (2001-2011)
total asset has grown by 324.2 percent while
deposit has increased by 326.9 percent
(Bangladesh Bank Annual Report 2010-11). The
rafios of money supply (M2) to GDP, total
deposits to GDP and tfotal domestic credit to
GDP have shown steady increase over the years

indicating an increased financial depth.

The ratios of money supply (M2) to GDP, total
deposits Lo GDP and LoLal domestic credit Lo GDP
have shown steady increase over the years
indjcating an increased financial depth.

rinancial inclusion, though still low compdred to
developing countries has incredsed significantly
since independence. Population per bank
branch has improved from 57,700 in 1972 to
17,660 in June 2011 indicating that a large
number of people dre under the coverage of
banking services, In terms of soundness of the
banking sector, which is measured by indicators
such as capital adequacy, asset  quality,
mandgement qudlity, earnings, liguidity and
sensifivity to market risks (CAMLLS), the banking
sector of Bangladesh has exhibited significant
progress. As shown in the recent past, the
situation of banks in ferms of capital adequacy
has improved and banks in Bangladesh have

been able to maintain adequate RWA capital.
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The percentage share of non-performing loans
(NPL) to tfotal loans has reduced dramatically
1997 to 2011.

improvements  in  the

profitability

there were
bank
liquidity.

during Sirnilarly

case  of
management, and
However, a disaggregated performance of
these indicators for different categories of banks
that the SCBs

compared fto ofher categories of banks. The

shows are lagging behind

BANKING SECTOR PERFORMANCE
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SCBs continue to be grappled with problems of
inefficiency and mismanagement even affer
severdl reform measures undertaken for the
sector since the 1980s. In fact reform has been a
confinuous process in the SCBs which gained
further momentum in the 1990s and continued fill
2007. Ilowever, the poor performance of the
SCBs suggests that reform is still an unfinished

agenda in the banking sector of Bangladesh.

Soundness Indicators CY 2004 CY 2005 CY 2008 CY 2010 CY 2011 2012 (June)

Capital fo Risk Weighted Asset 8.7 8.7 10.1 9.3 11.3 -
(7o)

NPI to Total I oans (9%6) 17.6 13.2 10.8 7.3 6.2 717

Fxpendifure-Income Ratio (%) 90.9 91.4 87.9 70.9 - -

Return on Asset (%) 0.7 0.8 1.2 1.8 1.3 1.16

Return on Fquity (%) 13.0 14.1 15.6 21.0 14.3 13.4%

liquid Asset (%) 23.4 21.5 24.8 23.0 21.0 -

Excess Liquidity (%) 8.7 5.1 8.4 6.0 = =

Sensitivity to Risks 20.3 31.5 9.9 - - -
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Credit Rating Agency of Bangladesh Limited (f;&?é)

Ref: AGL (01)/RCM/120515/2012- %4 4

03 May 2012

Mr. Md. Motior Rahman
Managing Director
Jamuna Bank Limited

3, Dilkusha C/A, Dhaka

Subject: Credit Rating - Jamuna Bank Limited
Dear Sir,

We are pleased to inform you that Credit Rating Agency of Bangladesh Ltd. (CRAB) has assigned
the following ratings to Jamuna Bank Limited:

Particulars Ratings
Long Term Al
Short Term £T-2
Outlook Stable

The entity rating is valid up to 30 June 2013. The ratings may be changed or revised prior to
expiry, if warranted by extraordinary circumstances in the management, operations and/or performance
of the entity rated.

We hope the Rating Awards will serve the intended purpose of your arganization,

Yours Sinceraly,

Hamidul Huqg
Managing Director

Sena Kalayan Bhaban, 195 Motijheel Commercial Area, Level: 16, Suite: 1601 & 1602, Dhaka: 1000, Bangladesh
Phone: (88 02) 9571497, 9571238, 7175368, 7175439, 7118615, Fax: (88 02) 9563837, Email: info@crab.com.bd, Web: www.crab.com.bd
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The Bank met or exceeded almost all of its published objectives for 2012, as illustrated below. As
a resull of iis sirong commilmeni io improve ils efficiency and profilabilily ensuring compliance
of all regulatory requirements, the Bank signiticantly improved its performance. Furthermore, the

Bank maintained its financial strength through sound risk, liquidity and capital management.

TOTAL ASSETS MONEY AT CALL & SHORT NOTICE

The total assetfs of the Bank as on 31.12.2012 The amount stood at Tk.570.00 million as on
rose fo Tk.109678.51 million from Tk. 87065.13 31.12.2012 while it was nil as on 31.12.2011.
milion as on 31.12.2011 which indicated

25.97% growth of assets over the preceeding INVESTMENT

year,

The investment portfolio of the Bank as on
31.12.2012 rose to Tk.39118.93 milion from Tk.
16314.93 million as on 31.122011., The

investment portfolio was blended with

CASH AND BALANCE WITH BANGLADESH
BANK AND ITS AGENT

The damount of cash and balance with
Bangladesh Bank and ifs Agent as on Government Treasury bills/ Treasury Bonds of
31.12.2012 was Tk.6962.926 milion while it was

Tk. 4874.87 million as on 31.12.2011.

Tk.38792.10  milion and investment in
primary/seconddry shares of Tk.326.84 million.
The Bank’s major portion of investment is in
BALANCE WITH OTHER BANKS AND Govt, Treasury Bills and Bonds for the purpose

FINANCIAL INSTITUTIONS of fUl[IIIIng Statutory LIqUIdITy Requiremen‘r as

well as an approved deadler of the same.
The total amount stood at Tk.3512.00 million as

on 31.12.2012 and TK. 5849.83 million as on
31.12.2011.
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LOANS AND ADVANCES/INVESTMENTS

JBL was in constant efforts to explore different
dreds of credit operation and could maintdin
the credit portfolios of Tk.54887.03 million in
2012 while it was Tk.56611.79 million in 2011. In
order to ensure compliance with regulatory
requirements for avoiding risk of exposure to
single borrower, concentration on large loans,
to bring in excellence in credit operdtion in
relation to risk management, vield, exposure,
tenure, collaterals, security valuation etc. the
portfolio of lodans and advances decreased
3.04% in 2012 from the year 2011. JBL strived for
further diversification of credit portfolios. Ifs
credit facilities were concentrated on Trade
rinance, SML finance, Agriculture and related
sectors, project finance, wholesale and retail
frade, fransport sector, hospital & diagnostic
centres and syndicate financing for big
the

structured

projects, capacity additions to

rmanulacturing sector and
linancing lor developing inlrastructure ol the

country.

LIABILITIES

the Bank stood af
Tk.101353.68 milion as on 31.12.2012 which
wdas Tk.79783.62 as on 31.12.2011,

Total Liabilities of

BORROWING FROM BANGLADESH BANK
FINANCIAL INSTITUTIONS AND AGENTS

Borrowing from Bangladesh Bank, other banks,
financial institutions and agents stood at
Tk.17088.21 milllion as on 31.12.2012 it was Tk.

5750.71 million as on 31.12.2011.
DEPOSITS
Total deposits stood af TK.79623.13 million as

on 31.12.2012 which was Tk. 70508.04 million as

Annual Report 2012

on 31.12.2011. The growth of deposifs
Tk.9115.09 milion being 12.93% over the
previous year.

DEPOSITS MIX AND GROWTH

JBL aftaches utmost importance to the
deposit mohilization campaign and fo the
optimal deposit mix for minimizing COTl as far
able to instil

as practicable. JBL was

confidence in  customers as fo ifs
commitments to the depositors and borrowing
customers and thereby could mobilize a total
deposit of Tk, 79623.13 million in 2012 against
that of Tk, 70508.04 miillion in the preceding
yedr showing an increase of Tk.9115.09 million
being 12.93 percent. For healthy growth of
business JBL puts emphadsis on no ¢ost and low

cost deposit all the fime.

Figure in BDT Million

Changes
~As on As on Changes in %
Type of Deposit
31122012 31122011 (9)() over the
Year
Current Ac  and
8738.37 7871.32 867.05 11.02
other Accounts
Bills Payable 1211.96 989.43 22253 2249
Savings Bank
, 5046.42 4473.70 572.72 12.80
Deposits
Fixed Deposits 44680.76 42857.04 182372 426
Short Term
3832.90 2638.96 1193.94 4524
Deposits
Deposit  Under
15915.01 11506.96 4408.05  38.31
Special Scheme
Foreign Currency
197.71 170.63 27.08 15.87
Deposit
Total Deposit 79623.13 70508.04 9115.09  12.93

Jamuna Bank Limited
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Going Concern

Going concern ol JBL’'S Business there are
no signilicant doubts upon the Bank’s ability
fo confinue as a going concern. The
financial staternents of the Bank have been
prepared on the assumption that the Base is
a going concern and will c¢ontinue in
operdtion for the foreseeable future. Hence,
it is assumed that JBL has neither intention
curtail

nor the need fto liquidate or

materially the scale of its operations.

Appointment of Auditors

M/S. ACNABIN, Chartered Accountants, the
Current Auditors will retire lrom ollice in the
12th Annual General Meeting. Since they have
audiled Ihe accounls ol Ihe Bank lor las! Ihree
years, they are not eligible for re-appoinment
lor the year 2013 as per circular issued by BRPD
ol Bangladesh Bank. As such, auditors to be
appointed by the shareholders in the
forthcoming AGM complying prevailing rules
& regulations,

Dividend

Alter making all provisions and appropriations,

the Board has recommended 14% cash
dividend out of prolits Tor the year ended on
31.12.2012 based on the Audited accounts for
approval by the shareholders in the ensuing

12th Annual Genaral Meeting.
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CAPITAL ADEQUACY RATIOS

According to the insfructions contfained in
Bangladesh Bank’s BRPD Circulars No. 10 & 24
dated March 10, 2010 and August 03, 2010
every commercidl bank operating in the
country is required to maintain at minimum 10
percent ol ifs risk-weighted assets as capital
rom July 01, 2011, Jamuna Bank Limited could
maintain Capital Adequacy ratio ol 12,21
percent as at 31.12.2012, which was 2.21
percent higher than that ol Minimum Required
Capital Adequacy Ratio. The amount of

capital with break-up is given below:

Figure in BDT Million

Particulars 2012
Tier | Capital 7256.39
Paid up Capital 4487 54

Share Premium Accounl

Slalulory Reserve 2139.56
Righl Issue Subscriplion Money

Relained Earnings 629.29
Proposed Bonus Share

Tier Il capital 1348.89
General  provision mainlained  agains! 533.11
unclassified Loans & Advances

General provision mainlained againsl off 281.56

balance sheel exposures

Revalualion reserve of Govl. securilies (50% 247

of lhe lolal revalualion reserve)

Assels Revalualion Reserve (50% of lolal 531.75
revalualion reserve)

Exchange Equalization Account -

Total Capital (Tier | + Tier ll) 3605.28

2011
6214.34
3648.40

1723.46

84248

1338.45
616.91

187.96

1.83

531.75

7552.79
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lrom the figure it revedls that Jamuna Bank
Limited was able to increase its core capital
from Tk. 6214.34 million to Tk.7256.39 million
and supplementary capital from Tk. 1338.45
million to Tk. 1348.89 million and total capital
increase from Tk. 7552.79 million to Tk. 8605.28

million,
REACHED BDT 4,000 MILLION CAPITAL:

Bangladesh Bank (BB} has mandated dll the
commercial banks vide BRPD circular letter no.
11 dated August 14, 2008 to raise the capital
(the sum of paid up capital and statutory
reserve) o BDT 4,000 million by August 11, 2011
with minimum paid up capital of BDT 2,000
million. By the same circular Bangladesh Bank
has restricted banks from paying any cash
dividend until

requirements. As shown in the Balance Sheet,

a bank fulfils the above

our capital (paid up capital and statutory
reserve) as on December 31, 2012 has crossed
that mark and stood at BDTk.6627.10 million (of
which paid up capital was BDT 4487.54 million)
and as on 31.12.2012 total capital of the Bank
reached af Tk. 8605.28 million.

ANALYSIS OF INCOME STATEMENT OF JBL

Financial performance: Giving the changing
economic and business conditions, the
financial performance of JBL in 2012 as

expectedly consistent. Besides, restraining
aggressive lending, JBL diversified its funding
source, recovered more bad loans, enhanced
quality ol assets and [lostered control and
compliance during the year. Gross loans to
deposit ratio has decreased to 68.93 percent
as on year-end 2012 against 80.29 percent at
year end 2011 which adequately [ullill the

regulatory requirement ol 81%. Operating
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income incredsed fo Tk.3206.90 million as on
31.12.2012
31.12.2011 being a growth of 13.81%.

from Tk.2817.79 milion as on

FINANCIAL HICHLIGHTS: The key features of the
financial performance for the year 2012 are

summdarized in the following table:

Particulars Year Year
2012 2011

Nel inleresl income (NII) 1839.20 2162.85

Profii  befare  pravision and 3206.90 2817.40

lax/Operaling profil

Provision for loans and conlingenl  1126.38 347.39

assels

Prolil before lax lar lhe year (PBT) 208052  2470.01

Pralil aller lax (PAT) 1042.05 1330.19

APPROPRIATIONS:

The Profit and Loss account for the year 2012
shows Profit after tax (PAT) of BDT 1042.05
million and the distributable profit is BDT 629.29
million affer a mandatory transfer of BDT
416.10 million (20 percent of profit before tax)

to statutory reserve,

Figures are in milion BDT

Particulars Year Year
2012 2011
Profil afler lax 1042.05  1330.19
Relained earnings carried lorward rom  3.34 6.28
previous year
Profit to be appropriated 1045.39 1336.47
Transfer lo slalulory reserve 416.10 494,00
Net profit after 629.29 842.47

appropriation/Retained surplus

NET INTEREST INCOME

The net inferest income as on 31.12.2012 was
Tk.1839.20 million while it was Tk.2162.85 million
in2011.
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INVESTMENT INCOME

Total investment income of the bank was
Tk.2007.15 million in 2012 while it was Tk.1404.67
millionin 2011.

NON-INTEREST INCOME

Total non- inferest income was Tk.1438.77
million in 2012 and Tk. 1296.77 million in 2011,

NON-INTEREST EXPENSES

Total non-interest expenses was Tk.2078.22
million in 2012 while it was Tk. 2046.50 million in
2011,

NET PROFIT BEFORE TAX
The net profit before tax of the bank was
Tk.2080.52 million as on 2012 which was
Tk.2470.01 millionin 2011.

PROVISION FOR INCOME TAX

Total Tax provision including deferred tax was
Tk.1017.66 million in 2012 while it was Tk.1127.46
millionin 2011.

NET PROFIT AFTER TAX

The net profit after tax of the bank was
Tk.1042.05 million in 2012 while it was Tk.1330.19
millionin 2011.

STATUTORY RESERVE

Provision for Statutory Reserve of the Bank
TK.416.10 million as on 31.12.2012 while it was
Tk.494.00 million in 2011,
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PROVISION FOR CLASSIFIED LOANS
Sufficient provision has been kept/maintained
by the bank.

Figures are in million BDT

Year 2012 Year 2011
Provision Maintained ~ 1126.38 347.39
on Loans, Advances
& Others
Volume of Classified 5337.87 1618.73
loans
% of the same 9.73% 2.86%

IMPORT BUSINESS

The total import business handled by the Bank
in 2012 was Tk.57705.20 milion compared fo
Tk. 55907.00 milion in the preceding year an
increase of Tk.1798.20 milion being 3.22
percent growth,

EXPORT BUSINESS

The Bank handled export business worth
Tk.68844.10 million in the year under report. In
2011 tfotal export business handled by the
Bank was Tk.57929.40 million. Thus there was
an increase of Tk.10914.70 million in export
business handled by the Bank, being 18.84

percent growth over the preceding year.

Variance Between Quarterly and Annual Financial Performance

To meadsure the variance, following financial results of each quarter was analyzed/compared, Profit before/after fax
was not considered due to dbrupt change in position/deferred tax calculation :

Figures in TK. Lac

Particulars Quarter-1 Quarter-2 Quarter-3 Quarter-4 Annually
A) Net interestincome 4,585.33 1.197.93 2.531.52 10.077.16 18,.391.95
B) Non-interest income 6,979.59 11,839.44 9,557.51 6,082.70 34,459.25
C) Operating income (A+B) 11,564.92 13,037.38 12,089.03 16.159.87 52.851.20
D) Operating expenses 4,385.28 4,685.93 5.328.94 6,382.05 20,782.20
E) Operating profit (C-D) 7,179.64 8,351.45 6,760.09 2.777.81 32,069.00

From the above, it was observed that there was no significant variance in 2012 except operating income of Q-4

(33.67% higher than that
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Credit

Loans and advances are the heart of asset of all
Commercial Banks. All over the world, Banks tfry
immensely to make such a loan portfolio which
helps maximize revenue daf a minimum risk. Our
bank confinued to exftend its credit facility by
offering different customized loan products to
business entities and individuals.

@ Credit Rating of JBL

As  per Bangladesh  Bank’s  manddtory
requirement vide BRPD circular No. 06 dated July
05, 2006 Credit Rating of Jamuna Bank Limited
was done by the Credit Rating Agency of
Bangladesh limited (CRAB) on the audited
Balance Sheet as on 31.12.2011. CRAB has
submitted their report as following:

Current Rating Previous Rating

long lerm
Al
512

Date ol Raling:
13.04,2011

long lerm
AAsz

Short lerm
512

Dateol Raling;

03,05,2012

« Credit Rating Report (Entity Rating)

Credit Rafing Agency of Bangladesh Limited
(CRAB) upgrades the rating of Jamuna Bank
Limiled (JBL) lo AAzlrom A-1 and reallirms shorl-
termn rafing to ST-2.

4 Credit Policy

Jamuna Bank Limited has formulated its own
Credit Policy Guidelines to manage risks arising
out of its Credit operation elliciently and
professionally. The Credit Policy Guidelines
encompadsses a wide range of issues related to
credit operation,

Jamuna Bank Limited confinually updates ifs

The major points covered by the JBI
policy are:

credit

Organizational Structure
Segregation of Duties
Implementation of the
Relationship Banking

Credit Principles

Credit Facilities parameter
Preferred areds of Business
Discouraged Business
Mode-wise Credit Fxposure Ceiling
large | oan Concentration Ceiling
Management of Classified |oans
Advances to keep it at the lowest level
Credit Budget with sectoral outlook and
exposure ceiling

Procedure of Credit Operafion including
credit assessment

Credit Risk Grading System

Fmphasizing on Secured | ending
Disbursernent process and Docurmentation
Credit Monitoring

Delegation of Approval Authority

concept  of

and

Jamuna Bank Limited has Tormulated its own
Credit Policy Guidelines to manage risks arising
oul ol ils Credit operafion elliciently and
prolessionally. The Credit Policy Guidelines
encompasses d wide range of issues related to
credit operation,

& Credit Principles

The Credit Policy Guidelines have ouflined the
Credit Principles of JBL as under:

I. The Bank shall provide suitable credit services
and products for the market in which it
innovation shall be «a

. . . . . : operdfes. Product
credit policy in line with the ongoing P ,
. . , continuous process.
improvement in the banking sector.
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iv.

vi.

vii.

vill.

iX.
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Loans and advances shall normally be
financed from custormners deposit and not out
of temporary fund or borrowing from money
market.

Credit facilities shall be allowed in a manner
so that credit expansion goes on ensuring
quality i.e. no compromise with the Bank’s
standard of excellence. Credit is extended fo
customers who will adhere to such standards.
All credit extension must comply with the
requirements of Bank’s Memorandum and
Articles of Associafion. Bank companies Act
as amended from fime fo time, Bangladesh
Bank’s instruction Circulars, Guidelines and
other applicable laws, rules and regulations.
The conduct of the loan portfolio should
contribute, within defined risk limitation, to the
achievement of profitable growth and
superior return on the Bank’s capital.

Credit Sanction shall focus on the development
and  enhancement of relationship with
customers and shall be measured on the
basis of the fotal yield for each relationship
with a customer (on the global basis).
though particular fransaction should also be
profitable.

Credit facilities will be extended to those
persons/ companies, which can make best
use of the facility thus helping maximize our
profit as well as economic growth of the
country. To ensure achievement of this
objective lending decision shall be based
mdainly on the borrower’s ability to repay.

Diversification: The portfolio shall be well-
diversified sector wise, Industry wise,
geographical area wise, maturity wise. size
wise, mode wise as well as purpose wise.
Concentration of credit shall be carefully
avoided to minimize risk.

Remunerative: If Credit facilities are allowed
on d fransaction/one-off basis, the yield from
the facility should be commensurate with the
risk.

Loan pricing: | oan pricing shall depend on
the level of risk and type of securifies offered.
Rate of interest is the reflection of risk in the
transaction. The higher the risk, the higher is
pricing. Interest rate may be revised from time
to fime in view of the change in the cost of
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fund and market condition. Effective yield
can be enhanced by requiring the customer
to maintain deposit to support borrowing
activities. Yield may be further improved by
realizing Management fee, Commitment fee
etc. where possible, following the Bangladesh
Bank’s guidelines in this respect.

Proper staffing: Proper analysis of Credit
proposal is complex and requires high level of
numerical as well as analytical ability and
common sense. To ensure effective
understanding of the concept and thus to
make the overall credit port-folio of the Bank
healthy, the policy of proper staffing is
mainfained in JBL through placement of
qualified officials  having appropriate
background, who have got the right
apfitude, formal training in Credit Risk
Analysis, Bank’s credit procedures as well as
required experience,

The policy of proper staffing is maintained in
JBL through placement of qualified officials
having appropriatle backpround, who have
gol the right aplilude, formal lraining in
Credit Risk Analysis, Bank's credil
procedures as well as required experience.

&« Credit Budget

Budget is the numerical expression of a plan, It
acts as the guideline for the operational people
and streamlines all the efforts to the desired way.
In credit operation, budget performs sorme other
important functions.

Firstly, a credit budget can be used as yardstick
tfo prevent unwarranted credit concenfration in
one or few secfors. A bank with high
concenfration in one or few sectors is likely to be
severely affected from any adverse change in
the respective sectors. So, a sector-wise credit
budget can be used as guideline fo avoid
sectoral concenfratfion.

Jamuna Bank Limited
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Secondly, the credit budget acts as a target to As a result its total loans and advances reached
be achieved. It dlows the management to to Tk.5,488.70 crore in diversified and preferred
review the performance with the budget and fo areas of business in the year ended 2012.

take corrective action, if necessary.

Thirdly, since credit budget is prepared giving Credit Procedures Flowchart
emphasis  on  potenfial  sectors  and  for
discouraging risky sectors, credit budget

provides ready reference for  identifying 1BL Credit / Selection Of
potential sector as well as risky sector. Obviously, Assets
some sectors bear good potential whie some ETTEL =T Borrowers
other sectors may have reached the saturation
stdge. The risk factors differ from one sector to Fre Sunction
another. Stage
Issues to be consldered Analysls/Credlt Rlsk
Advance Depey [Raho (AD Kuho) Grading
Capiial Ndeguacy Raho under Basel 11(CAR) Business & |ndustry Anlys/s
JBL formulales credil budgel indicaling Kequiramant o] SLH o] Borrowrr
appetite for prowth in different vortfol o Pivers fiuation g;’r’r’gvyc’f(’g,’:;;;‘;{
seclors, every year. ;am,/;‘;z;é;;,ﬂ”n:f;zulor;prrormmdby Capacity. Control. Cush flow.

Colluteral & CIE Rieport)
Crod(f Risk Groding
Environmicntal Kisk Grading

Consider ng lmpaci on aggrogaie Miord
eonomy,

Oiher requ remeni o) Bongladesh Bank

To provide guidelines to the credit marketing
team and to smoothen the credit decision, Fost-Sunction Stuge l
credit budget may act as yardstick.

Operaflon and Management
JBL formulates credit budget indicating appetite of Credlt / Assef
for growth in different sectors, every year. For
the year of 2012, UBL credit budget contadins

following: —
ollowing Risk Mitigation
. R 1. Seting (erms ond condmons appropro(e Jor
1. Preferred Areas of Business ruch borrower and s ¢redit fucilities,
2. Mode-wise Credit Exposure Cei“hg 2. Ging advice on compliunce of torms ond
3. Large Loan Concentration Ceiling el A
. . luking Collateral Securfy,
4. Mdndgemem- of Classified Loans and . Other mitigution  (echamues  sulfuble Jor
Advances to keep it at the lowest level \ spreific customer.

5. Credit Budget for the year 2012 with
sectoral outlook and exposure ceiling

4. Credit Budget for the different segments .
. . . Monitoring

of Business like Corporate, SME and Retail
7. Emphosizing on Secured Lending . Account ,;il.*r]ormrmr_‘u"/uﬂl//r.zt/un o) credif.
8. Compliance of Basel-I Framework rectonvisit,

. .. Providing advice on peeformianee,

9' LOO” Prl("lng PO|I(.y . Ensuring rod use of ered)Cin line with the
10. Policy for Delegation of Approval sanction

Authority  as  per Bangladesh Bank

Guidelines The: better the Monltoring, the healthier the

Bus[ness, therefore the casler the Recovery.

11. Implementation of the concept of
Relationship Banking
12. Strengthening Credit Monitoring
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@ Credit Risk Assessment

A fthorough credit risk assessment is conducted
prior to the sanctioning of credit facilifies.
Thereafter it is done annually for each
relationship. The result of this assessment s
presented in the credit proposal originated from
the Relationship Manager. Tollowing risk areas
are qddressed and assessed in credit
sanctioning process.

A lhorough credil risk assessmenl s
conducled prior lo Lhe sanclioning of
credit  facilities.  All probable  and
significant. risk arcas are addressed and
assessed in credil sanclioning process.

a. Borrower Analysis: Reputation, education,
experience, age and success history and net
worth of the borrower are considered to
dndlyze a borrower, Any issue regarding
lack of management depth, complicated
ownership structures or inter-group
fransactions are addressed in  borrower
analysis,

b. Indusiry Analysis: To analyze an industry JBL
considers industry position i.e. fthreat &
prospect in the industry, risk factors
pertdining fo the industry, borrowers position
or share in the industry.

c. Historical financial analysis: An analysis of ¢
minimum of 3 vyears historical financial
statements of the borower is being
presented. The analysis addresses the quality
and sustainability of earning, cash flow and
the strength of the borrower’s balance
sheet,

d. Projected financial Performance: Where term
facilities are proposed, a projection of the
borrower’s future financial
performance/cash  flow is estimated fo
ascerfain that the borrower will be able to
repay the installments.
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o. Technical feasibilities /  Infrastructural
facilities, Seasonality of demand, Debt-Cquity
Ratfio, Account conduct of the borrower,
Security and other relevant factors are
considered to assess credit risks,

i Credit Facilities Parameter

1. Maximum Size:

Directfives of Bangladesh Bank are
meficulously complied in respect of
maximum  size  single  customer/group
exposure. Af present, as per guidelines of
Bangladesh Bank, fofal oufstanding of any
single person or enterprise or organizations of
a group at any point of fime does not
exceed 35% of Bank’s total capital subject to
the condition that the maximum outstanding
against fund based financing facilities
(Funded facilities) do not exceed 15% of the
total capital.

However, in case of export sector single
borrower exposure is 50% of the Bank’s total
capital. But funded facility in case of export
credit also does not exceed 15% of Bank’s
total Capital.

Loan sanctioned to any individual enterprise
or any organization of a group amounting to
10% or more of Bank’s total capital is
considered as Large Loan,

Credit limit in each case shall be fixed affer
assessment  of  actual  business need
rmdaintaining required Debt LCquity Ratio,
considering Debt Service Coverage Ratio,
Pay Back Period, Security Coverage efc.

Jamuna Bank Limited
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2. Maximum Tenor:

Short-term
Loan

sMaximum *| 0an period
period 12 ¢l oan period shall be for
(twelve) shall be far more then 36
maoriths, morethan 12 manths,
Actual loan months and Actual loan
period shall be upto 36 period shall be
fixad on a months lixed
tase 1o case considering
hasis repayment
vonsidering capacity and
tycle of projected cash
business and flow.

regquirement,

3. Securities:

The Credit facilities are secured by both primary
security and collateral security of substantial
value and qudality but the security requirements
are flexible for borrowers having lower business
risks.

The Credil facilities are secured by bolh
primary sccurily and collaleral sccurily of
substantial value and qualily bul the securily
requirements are  flexible  for  borrowers
having lower business risks.

Collateral securities are properly valued by
enlisted independent surveyor and the
recommending Branch. The collateral security
rmust have adequdadte value, proper
demarcation, possession right and right fitle of
documents as opined by the panel lawyer of the
Bank. The c¢ollateral must be within  the
commanding area of the Branch. In addition to
that Guarantee ol the sponsors, spouses,
mortgagors as well as post dated cheques
covering the facilties with usual charge
documents are obtfained to make the facilities
secured. Assets pledged, as security are properly
insured, MNnancial instruments pledged as security
are properly liened and authenticated.
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@ Credit Risk Measurement

Credit risk grading is an important tool for credit
risk measurement as it helps the Banks and
financial institutions to wunderstand various
dimensions of risk involved in different credit
fransactions. The grading across the borrowers,
acfivities and the lines of business provide befter
assessment of the quality of credit portfolio of @
bank or a branch, Wellmanaged credit risk
grading systems promote bank safety and
soundness by facilitating informed decision-
making. Grading systems measure credit risk and
differentiate individual credits and groups of
credits by the risk they pose. This allows bank
management and examiners fo  monitor
changes and trends in risk levels. The process
also allows bank management to manage risk to
optimize returns.

The credit risk grading is done by assigning
weightage accordance to the gravity of risk. The
primary risk areas are [inancial risk, business/
industry risk, management risk, security risk and
relationship risk. These risk components are
further sub-divided,

Corporate Banking

Corporate Banking of JBL is heading forward by
offering customized corporate Banking solution
for local as well as MNCs (Multi-National
Companies) corporates, Qur corporate Banking
continues to enjoy robust relationship with
premier corporate clients of the country
providing comprehensive and  customized
financial solution which include, among others,
working Capital  financing, Structured and
Syndicated financing, Trade finance, Tinancial
restructuring and Commercial Banking products
and services.

Although the Banking industries experienced a
fight situation in last few years, our corporate
Banking confinues to emphasize on new
windows of business, It also considers Portfolio
diversification before entertaining any customer.
Concentration risk is minimized elliciently by well
diversification of the loan portfolio.

Jamuna Bank Limited
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We are also affracting non-funded business
which has two way benefits such as for Bank - it
earns huge “fee income” on the ofther hand it
promotfes infernafional frade (Export & Import)
which helps boost up our economy,

Our relationship managers work closely with the
clients to understand the pros and cons of
business and ifs requirements. Tailor made
services and need based financial support are
offered to assist them all the time.

Our coerporale  Banking maintaing  robusl
relalionship  wilth  premicer  corporale  clicnts
providing comprehensive  and  cuslomized
financial  solution  from  working  Capilal
[inancing, Structured and Syndicaled [inancing,
Trade  [inance, Financial restrucluring  and
Gommercial Ranking producls and service.

Our Corporate Division is well equipped and
staffed with skilled and experienced personnel
who have in depth knowledge fto select right
customers by analyzing credit worthiness and all
associate risks. Trend of our Non Performing Loan
(NPL, which is 9.73% as on 31.12.2012

29584054 7/ .
11910322
§/N0360381 673056115/
N LI}
15288111131 : z
w4
EET)
/
311698801
566740000
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787843000
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Banking Sector of Bangladesh is experiencing
a hard fime during 2012, Within a shortest span
asset quality of this sector degraded due to
linancial iregularities by countries  Tew
corporate houses, negdtive growth ol some
economic indicators, Slugguish credit growth
to thwart further deftrioration and stringent
regulations ol  Bangladesh  Bank  for
classlicalion and rescheduling ol loans,

However, compared fo peer group amount of
classiliction is lower and under the leadership
ol new Management the Bank will able to
recover the stress situdtion shortly detalis of NPL
are given here under,
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Credit exposure of Jamuna Bank Limited is as under:

(Tk. In Crore)
SI. No. | Sectorwise Structure of Lending Outstanding as on | As % of Total Loans and
31.12.2012 Advances
1 Agriculture and Agro-based Industry 113.70 2.07%
2 RMG 261.40 4.76%
3 Textile 176.40 3.21%
4 Ship Building 0.00 0.00%
5 Ship Breaking 23,46 0.43%
6 Other Manufacturing Industry 764,33 14,28%
7 SME Loans 296.28 5.40%
3 Construction 265.47 4.84%
9 Power, Gas 11.99 0.22%
10 Transport, Storage and Communication 79.59 1.45%
11 Trade Service 2070.52 37.72%
12 Commercial real estate linancing 43.81 0.80%
13 Residenlial real eslale linancing 203.08 3.70%
14 Consumer Credif (i.e. Auto/vehicle loans Tor
personal use, personal loans, any purpose loans efc., 78.85 1.44%
15 Capital Market{loan provided lor brokerage or
merchanl banking, 1o slock dealer or any kind 87.82 1.60%
ol capital market activities)
16 Credit Card 12.90 0.24%
17 Non-bank linancial institutions 13.59 0.25%
18 Banks Acceptance (i.e. LDRP, FDRP) 774.92 14,12%
19 Others 190.59 3.47%
Total Loans & Advances 5488.70 100.00%
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JBL credit division is segregated into different
wings viz. General Credit Unit, Export (RMG) Unit,
Leasing Unit, Syndication and structured lMNnance
Unit which have been staffed by extremely
skiled and experienced personnel who are
running the wings successfully. Not only
comprehensive credit facilities but also financial
advices & all sorts of financial helps are provided
to the clients to draw effective solutions for their
financial problems,

Ready Made Garments Industry of
Bangladesh

The ready-made garments (RMG) industry of
Bangladesh started ifs journey in the late 1970s
and has become a prominent player in the
economy within a short period of time. The
industry has confributed fo export earnings,
raising foreign exchange reserve, employment
creation, poverty dlleviation and empower the
women, The export-quota system and the
availability of cheap labor are the two main
reasons behind the success of the industry,
Bangladesh exports its RMG products mainly to
the United States of America and the European
Union, These two destinations account for more
than a 90 percent share of the country’s fotal
earnings from garment exports. This sector is the
biggest confributor to the c¢ountry's foreign
exchange- around 76 percent- and employing
dround 2.2 million people.
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Cxport of RMG is undoubtedly playing vital role in
boosting up the national economy where
Jamuna Bank Limited has its lootprint performing
satisfactory export business in 2012,

Total Loans & Advances in RMG by all Banks

{Fig in Crore Toka)

’ National exposure in RMG

8235.55 ’ 11584.06 ’ 9948.16 ‘ 14997.61

« Exposure of JBL in Garments Industry

JBL has satisfactory exposure in Readymade
Garments (RMG) sector, In June, 2012, JBL
provided 4.38% of total Loans & Advances in
RMG sector. To mitigate the Concentration Risk
JBL provides loans & advances in a well thought
out diversified manner in different sectors of
the economy,

@ Confribution of IBL in the national RMG
industry
The table given below demonstrates the JBL

contribution in entire banking industry in RMG
(Fig in Crore Tako)

N R R A ESAEl

185%‘ 1.71% ‘ 2.45% ‘ 1.74%

Contribution
of JBL

Nalional Exposurs in RMG

The chart given below depicts total loan amount
provided by JBL and percentage ol total loans &
Advances ol JBL.

Fig in Crore Taka

16000 Particulars Dec.08 Dec.09 Dec.10 Jun,11 Jun,12
14000 "
12000 JBI exposure in
10000 RMG 117.02| 15217 | 198.38| 243.39 | 261.40
€000 Total armount
jx o* Facility 2103.36 |2228.76 | 4943.04|5374.12 [ 5968.00
2000 7% 0° RMG in
O e S total Advance
oo oo o o oo 12 o JRI 556% | ATVR%| 401%| 4.53%| 4.38%
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& Risk Possessed By the RMG sector

Around 920% of garment’s export is destined for
the US and LCuropean countries, which are
currently facing economic slowdown. The
economic slowdown in these countries poses
intensive risk for our Garments Industry because it
may decrease the demand of apparel exports
from our country. Unstable price of raw materials
used in RMG sector is also another factor of Risk.
The apparel sector faces substantial productivity
loss dlso because of l[abour unrest, which resulfs
in production halt, shipment delays and revenue
loss,

Besides those, some other factors such as
insufficient safety and security measures, political
instability and power crisis dlso have drastic
impact on the Garment sector.

& The major benefits arising from the sector
are;

The income for the bank from these sector is
manifold, which may fake following forms:
L/C and Acceptance Commission
Exchange Gain and
Interest/ Profit from funded facility
Bank can earn foreign currency, which may
be used to finance import business.
Magjor finance is in non-funded mode (BTB
L/C/ ABP) which generates huge commission
and fee income,
The facility is self-liquidating from the export
proceeds,
Bank has good control over the ¢ash flow of
the customer.

a Steps taken by JBL to Mitigate Risk

i) We have a separate department named
RMG dept., which has been well equipped
with a team of skilled and experienced
personnel who have in depth knowledge
regarding Garments & Textile Business. They
engage themselves whole heartedly to
monitor and supervise the business; provide
necessary support including financial advice
to the client.
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We have a separale department named RMG
depl., which has been well equipped wilth a
leam of skilled and expericnced personnel
wha have in depth knowledge regarding
Garmenls & Texlile Business.

i} We are selective in parking customers, A
customer must be compliant having proven
frack record and good resilience.

We are gradually coming out from the
business relafionship  with  non-compliant
customers.

Emphasis is being given on providing working
capital finance to self-financed projects
instead of providing project finance.
Effective monitoring and supervision s
ensured at branch and | lead Office level,
We are frying tfo pursue our customers to be
rated by Cxternal Rating Agencies.

v)

Real Estate Financing

Real Estate finance plays a pivotal role in
improving standard of living, empowering the
middle-income and lower-income Jgroups and
thereby balancing equitable growth in the
society, It does not only provide physical shelter
but also have significant impact on the lives of
the dwellers in terms of skills enhancement,
income generation, increased security, health,
sell-conlidence and hurman dignity. As such real
estate finance by Banks and NBILs has been
rising rapidly in the past few years, fuelled by
growing demand from the urban middle-class.

In our country Readl Estate finance is prospective
from business point of view; at the same fime it is
associated with low-risk and minimum capital
requirement as per Basel Il. Consequently
Jamuna Bank limited infroduced Real Estate
Minancing products exclusively from the very
beginning of the year 2010.

The Board of Directors of Jamuna Bank in ifs
132nd meeting held on 20.12.2009 approved d
separate Wing and Policy for Redl Estate
Financing with a Product Program Guideline
(PPG) containing the lollowing 05(live) products:

Jamuna Bank Limited



=For Constructon/
Fxtension,/
Renovahion/
Relurbishing ol

(ii) Construction of
Commercial

Building (CCB)

=For Constiuction ol
Comrmercidl
Building, Conssruch

o/ kxension/

{iii) Flat

Purchase (FP)

«tor Purchase ol
Apartrent/Flat
(or Residential
purpose with
raxirnurn liris ol

residentiul Renovation/
building with Kefur bishing of
raxirurn lirnis of corrcrcial cum
1k,100,00 lac, residentil
building, Installution
ol 1ift/
Gene ators/Sub
station, Office
spaces, Chamber, sh
nps with maxirmum
limit ol 1k.500.00
lac,

1k.75.00 lac.

{v) Developers {DEV)

=For Purchase ol
Readyrnade
I louse/Buailding, which
isnot used more than
10 (zen) yeurs with

=For Construchion ol
residential Aparsmen-
/fla= /commercial
building/ cormmercial
cumresidential

raxiraum lirit of building with
1k.100.00 lac, raxirurn liris of
1k.1500.00 lac,

Apart from this, JBL also offers the product
named as "Probashi Nibash" for Non Resident
Bangladeshis (NRBs).

JBL hass steady growth in the Real Estate Sector,
Total outstanding in this sector stood af s
Tk.87.82 crore in 2012 as against Tk.66.48 crore
and Tk.70.08 crore respectively in 2010 and
2011. Growth achieved in 2012 is 25.31% as
compared to 2011 as under;

{ Amountinlac Tk. )

Head of A/C Position as on  Position as on  Position as on
31,12,2010 31.12,2011 31,12,2012

Rec| Fstcte Fincnce

(REF) 2282.70 4062.09 3789.16

House Building

Finance (HRL) 2345.83 2946.22 499311

Total 6648.53 7008.31 8782.27
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Retail Banking

JBL offers assorfed consumer products, which
are tailor-made for different consumer segments.
These products not only meet the financial need
of the consumers but also have raised their living
standard. Starting its Retail Credit operation in
the year of 2009, JBL has continued its success in
2012 also. In 2012, total investment in this sector
was 278,96 crore {approx) whereas in 2011 and
2010 the same were Tk.194.22 core (approx) and
Tk.56.00 core (approx) respectively. Af present
we provide financial services to more than 1100
clients natfionwide through our extensive
channels and networks. Growth dachieved in
2012 was 44% as compared fo previous year,
Maintaining the volume & quality of assets was
instrumental fo success in this sector,

&« Retail Credit

As the youngest bank in the banking sector,
Jamuna Bank lagunched Refail Credit in the
middle of 2009. Since then, it offers various
aftractive products such as Auto Loan, Salary
Loan, Personal Loan, Education Loan, Any
Purpose Loan, Overseds Job Loan, Doctor’s
Loan, OD loan efc.

With these distinct products JBL meets the
various customers’ necessity, The retail portfolio
has been diversified with various products to
meet the need of different segments of people
of the society.

The portlolio in three years stood as [ollows:

( Amount in crore TK. )

Position as on

Position as on
31.12,2012

Position as on

31.12,2010 31.12,2011

56.00 194.22 278.96
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Lease Financing

leqsing business is gaining momentous in the
economy of Bangladesh with its gradual
tfransformation from an agrarian to industrial one.
Predicting this frend, JBL infroduced Lease
Financing in the year of 2003. JBI follows
rinancial Lecase as ifs method of financing
wherein the Bank (Lessor) is the legal owner of
the lease asset and the customer (lessee)
having the control over the asset bears dll
operafing & maintenance cosfs and makes
periodic rental payments to the Bank. The lessee
has the option to acquire ownership of the ledse
asset after full & final adjustment of all liabilities.

JBl extend lease Financing facility fo the
following sectors:

Capital Machinery for new industrial units,
Capital Machinery for BMRF of existing
industrial units,

Road fransport vehicles,

Medical equipments,

Construction equipments,

ITequipments,

Genergtor, Lift, EHevator, Air-conditioning
Plant, Power Generdtion Plant,

Any other machinery & equipment, which
Bank thinks fit for such linancing.

However, no machinery, equipment & vehicles
meant for personal use will be financed under
this program. Our customers are getting benefit
from Lease lnancing as they get access to tax
benefit, compefitive monthly rental & easy
handover of lease asset as well.

International Trade Finance

& Correspondent Banking & Fl Relationship

We are magintaining correspondent Banking
Relationship with 243 world reputed Infernationadl
Banks, Tinancial Insfitutes &  Multilateral
Organizations around 100 Countries in 818
different strategic locations/Financial centres
worldwide to ensure the best & steadfast trade
services. Presently we have 23 Nostro Accounts in
different Major Currencies like USD, GBP, CUR, JPY, CAD,
ALD, CHT, SAR & ACU Dollar with various World reputed
Bank at maqjor linancial Centres fo seftle our
Trade Transactions smoothly. We serve our
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customers through our international reach, need
based approach, expertise and wide range of
global correspondent banking services.

As we have wider Correspondent Network with
sustainable business relationship Globally, we can
provide complete range of Services smoothly to
cater the International Banking & Trade Finance
needs of our Customers through L/C Advising, L/C
Confirmation, Purchasing/ Discounting/
Negotiating of Export Bills, Off Shore Banking,
Trade Payment Seftlement, Cash Letter services,
Foreign Remittance, other Banking
needs/services etc.

& Infernational Trade Finance
IMPORT BUSINESS

JBL has been playing a pivotal role in
International Trade. During the year 2012 total
import business handled by the Bank was
TK.57,705.20 million. The major import items were
food grains, edible oil, sugar, ferfilizer, industrial
raw materials, capital machinery, fabrics,
garments accessories etc,

EXPORT BUSINESS

The Bank handled export business worth Tk
68,844,10 milion in the year under report. In 2011
fotal export business handled by the Bank was
TK.57,929.40 milion which assist fo meet the
scarcity of X liquidity. There was an increase of Tk
10,914.70 Million in export business handled by the
Bank, being 19.00 Percent over the preceding
year. The major export sector was Readymade
Garments, pharmaceuticals, leather goods, Jute
& Non Traditional value added items etfc.

@ NRB- Banking & Foreign Remittance

Jamuna Bank Ltd has a dedicated NRB Banking
Department to ensure prompt & efficient services
to the customers offering best competitive price
for their hard earning Moreign Currencies.

We handle both inward & outward Remittance
products. The outward Remitfance includes TC
Cash, FDD, FTT & wire Transfer through SWIFT. The
Inward Remittance products are Over the
Counter Payment (OTC), Account Credit, FTT,
wire Transfer through SWIFT etc. We have a strong
Remittance Settlerment Network with different
associate Banks, BLITN & NGOs, which cover
more than 9,000 remote locations besides our 83
strategic  Branch locations  throughout the
Country. We have an admirable Remiftance
Tie-up with a good number ol world renowned
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Exchange |louses namely Western Union, Xpress
Money, Money gram, Placid, Fast Remit Malaysia,

Al Zaman, Wall Street (Canada), Zen] Exchange,

Al-Ansari, Voice cash, Trans Fast, Ria, Home link
Remit UK, Rallles Exchange UK, Moneylink UK, Al
Ansari UAE ef¢c and dilferent banks throughout
the World to lacilitate the Remittance services
to the beneliciaries.

& Offshore Banking Services

An Offshore banking Unit (OBU) of @ Bank is @
deemed foreign branch of the parent bank
located within Bangladesh, and shall undertake
Intfernational Banking business involving foreign
currency denominated assefs & liabilities. An
offshore bank is simply a bank based in @
jurisdiction outside of your country of residence.
Accordingly, Jamuna Bank Limited has started ifs
OBU operation on 22nd April 2010 having
following objectives;

To widen and diversify JBL's area of services
to the foreign investors as they do not have
the opportunity of availing credit facilities
from different Financial Institftution in
Bangladedsh.

To diversify the sources of foreign exchange
earnings by incredsing export of Bangladesh
throgh the CPZs.

To encourage and foster establishment and
development of industries and commercial
enterprises in CPZs in order to wider and
strengthen  the economic  base  of
Bangladesh.

Jamuna Bank Limited offer the following range of
Offshore Banking Services:

Foreign Currency Deposites( Non Resident
entitles and NRBs)

Loan in Foreign Currencies

Credit Tacilities including Trade Tnancing
Negotiation/Purchase of Export Bills
Discounting of Export Bills

Corporate Treasury Services.

Competitive interest rates

Casy international fransfers

lee free accounts

Annual Report 2012

Directors’ Repor! 2012

Treasury
The Treasury provides services lo clienls
covering loreign exchange, derivatives,

money markets, lixed income origination and
frading. Internally we provide the Bank with
specidlized management ol the badlance
sheet, monitoring the net inferest margin of
the business. The feam is also responsible lor
the investments of subsidiaries and other
companies arising from previously restructured
lodans,

In 2012 Ihe Bank conlinued lo play a leading
role in the origination ol Fixed Income
inslrumenls for our clienls, leveraging on our
network ol retail and institutional clients to
place these Bonds [or issuers,

Treasury dlso continued to leverage on JBL’s
experlise in providing risk managemenl, debl
capital market, alternative investment and
loans for local clienls.

Going [forward into 2013, the Treasury will
continue to take on opportunities and build
on the regional synergies provided through
JBL while ensuring risks are managed hrough
the various initiatives made and expanding
opportunities for stable income generation,
The Bank remains committed to becoming the
best provider ol Treasury products and
services by understanding clients’ needs and
providing comprehensive linancial solutions. In
recognition ol ellicient trecsury management,
the Bank has been rewarded lor live timesas the
best Primary Dealer Bank by Bangladesh Bank,

The Treasury also [ocuses on  providing
innovative products to help both borrowers
and the depositors with products that are
lexible and suitable lor their risk appetite. The
team is committed to play a key role in the
developmenl of IBL as a leading Bank in
Bangladesh, leveraging on JBL’s Treasury
experlise in local currency producls.

Jamuna Bank Limited
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OBJECTIVES
d) To separate documentation and
disbursement activity from credit

approvdal process

b} To
Management

ensure discipline in Credit
DUTIES & RESPONSIBILITIES OF CAD

There are three units in Credit Administration

Division:

(i) Documentation & Disbursement Unit
(i) CIB On-Line Unit

(iii) Compliance Unit

OPERATIONAL ACTIVITIES OF DOCUMENTATION
& DISBURSEMENT UNIT

Documentation

To ensure security documents are obtained
by the branches and execufed by the
borrower as per fterms and c¢onditions of

Sanction Advice.

Disbursement

The branches obtain/ execute documents
as per terms of Head Office Sanction Advice
and send a copy ol "“Documentation
Checklist” (duly filed by the branch) to
Credit Administration Division [or availing

Disburserment.

CREDIT
SCORES

Credit Administration Division examine the
Checklist, il Tound the checklist are in order,
CAD issues a Disbursement Authority to the
branches, If found any exceptions /

incomplete  documents, CAD  obtain
undertaking from the branches regarding
the completion of documentation formalities
within a specific/certain time frame having
approval from competent authority for
allowing the disbursement,

CAD confinuously follow-up with  the
concerned branch to ensure completion of
documentation formalities within the given
fime frame. In case of large loan, CAD may
visit the branch to verify the status of
documentation.

CAD shall submit o staterment to the
Managing Director furnishing the position of
incomplete documents against disbursed
loans, Monitoring of Compliance to the
condifions and covenants Monitoring of past

due, limit, expiry and documents deficiency

Enlistment

To enlist and manage all third-party service
providers (Surveyors/Valuers and Lawyers
etc review their performance on an annual

basis.
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Marking of lien and Withdrawal of Lien Mark

As per recent decision of the Competent
Authority, marking of lien of Fixed Deposit
and any other deposits against different
types of loans and advances (funded and
Non-Tunded) are executed by the Credit
Administration Division (CAD), Ilead Office
and similarly withdrawal of such lien are also
executing by CAD.

Operational Activities of CIB On-Line Unit

®m To collect CIB Report of the borrower
through on-line as and when asked by
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= To submit CIB Report on monthly basis to
Bangladesh Bank on the existing
borrowers/ customers of the Bank
through CIB on-line.

® To make CIB On-Line correction.
Operational Activities of Compliance Unit:

To prepare all types of
monthly/Quarterly/I lalf yeary/annually/
statements and returns for submitting to
Bangladesh Bank, Cxternal and Infernal Audit

and as required by the Management,

the Corporate Division / branches.

Credit Administration

Division Organogram

CAD continuously follow-ups with the
concerned branch to ensure completion
of documentation formalities within the
given time frame.

Functions of
Credit Admiinistration Division
Disbursement Custodian Monitoring Compliance
l v y 1
. Oblaining Security Conditions {1 :RELI.II'IIL‘ L(:’ B;’ |I:IIB .
Approval from CRM Documentation as per Covenant Breach ‘Crmlf".‘?'l Chaull bt
approval Monitoring arculauon
v L A A
Completion of Security Safely SL()I'irl|g Munil..ol'!ng of F'aﬂL MainLain BB Cil‘gulal‘s
Documentation Loars/ Sceurity Duc, Limit, Dxpiry R K cnsure compliance
Docunicnts (fire Documcnts Deficicicy by all Depls.
proof)
y I 4
Lnsure adhcrenee w ) Crisure all valucrs,
approve Lerms b other Periodic review of . f\“d{":_, 1lllé3mdl{.'BB. lawycrs, insurcrs arc
requirements before docamentation™ ispection Lonipliaice approved, enlisted t
disbursement. Lheir performance are
reviewed periodically
y y
Limil Crcation & Cosure Collatcral is
Complying Disbursement Insured & Properly
Cheuk List Valucd.
y
Dishursement
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Human Resovurce

[ luman Resource Division of the Bank is enfrusted
with the responsibility of management of ifs
workforce. It encompasses recruitment, training,
dssessment, overseeing and ensuring
compliance with employment & service rules,
creating business value through strategic
management. With all the policy support from
the Board and the higher Management, the
Human  Resources Division is  relentlessly
continuing its efforts to recruit the best available
Officers at enfry level through compefitive
written examindtion/interview.

As at 31st December, 2012, 29 Probdtionary
Officers, 30 Officers (General/Cash/Technical)
have been appointed fo meet the requirerment
of growing branch network. [xperienced
Bankers from good banks with fair knowledge
and experience were diso inducted to meet the
demand for quality work force. The total number
of employees of Jamuna Bank limited as at the
close of the year 2012 stood at 2050 compared
to 1785 in the year 2011.

[ luman Resources Division has successfully rolled
out ifs [luman Resources Mandagement Policy.
Training is another aspect.

Merchant Bank

Merchant Banking provides a broad range of
banking products and financial services geared
fo mdajor companies and institutional clients,
including services for investment funds.

The Bank has formed a subsidiary company in
the name and style Jamuna Bank Capital
Management Limited (JBCML) and obtained
licence on November 29, 2010 to carry on
merchant banking business with an aim tfo
become the leading employer in the finance
sector.

The business plan aims to expand das a magjor
player in the local market. The plan is to enable
the JBCMI fo use the Bank’s expertise fo
optimize its customer relations management and
extend ifs product offering. By sharing best
practices and major investments in tradng, the
product offering and systems, the company will
be able to respond more quickly and ellectively
the client needs.
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As regards high net worth individuals, the
company’s wedth management model will be
tailored to meet the specific needs of the local
market, A specidlized corporate team will be
credted, with services devoted o the public and
semi-public  sector, as well as property
development.

Jamuna Bank Securities Lid.

The Bank has formed a subsidiary company in
the name and style of Jamuna Bank Securities
Limited (JBSL) and purchased membership of
Chittagong Stock [xchange fo carry on
brokerage business with an aim fo develop an
efficient capital market environment, provide
best corporate dadvisory services, provide
integrated, innovative solutions for all operators
involved in the investment cycle, act as a
financial infermediary to offer customized
solutions in  clearing,  settlement/delivery,
institutional investors have access to an array of
custodial and fund administration services,
including fund distribution support etc. The
company have obtained Stock-Broker and Stock-
Dealer License from BSEC and Started its formal
operation since February 18, 2013,

Jamuna Bank Limited
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SME operation of the Jamuna Bank Lid. was started back in year 2006 as a pilot project. Since the end
of the year 2009, the Bank has been doing SME business under a structured plattorm. Operation of SME
Bainking is being carmed out throughout the country under o semi-centralized system, which is expected
to be converted into fully centralized operational system in the year 2013.

T Al

(WOIkING capital Loam

WOl WA

(Caplial Loan) m Enireprmneu Losny

Total manpower of SME Division is now 100
[Divisional Head: 01. Marketing: 78 (Central
Marketing Team & Officers posted in different
branches through out the country), CRM (SME
Credit): 11. MIS: 01, Supervision & Legal: 02,

Recovery: 05, Internal Service Delivery: 02].

Businesses are being booked by the members
of the Cenfral Marketing Unit (CMU) at Head
Office, SME Marketing Officers posted  af
different Branches and the Managers of
different Branches, where there are no SME
Officers. Supervision, monitoring & recovery
activities are  being
Branches & SME Division.

done ‘ainfly by the

Far the Jamuna Bank SME Banking Division,
2012 was d remarkable calendar year in every
angle - business volume, revenue dgenerdtion,
recovery, qudlity portfalio  management,
compliance with in house palicy & regulators
and dbove dl for a tremendous group work
The

experiences that we have gathered in this

and  efforts. achieverments  and
yedr must strengthen our steps more in the
coming days. Af this point, we must express
our gratitude to the Management of the Bank
and to all the Branch Managers for their direct
and active guidance and support fowards
establishing the brand of “Jamuna Bank™ in

the SME market throughout the country.

We have hit an outfstanding far Tk. 563.30*
Crore as on 31.12.2012 wherein CL% is very
nominal and lowest in the industry (as per the
latest BRPD guideline of Bangladesh Bank in

farce).

In the year 2013, we dre focusing on quality
business booking, extreme effort on supervision
and recovery, as we aways do. We have
the
customers of SME segment throughout the

adlready eamed the confidence of
country. We offer different types of Term
Loans, Over Draff, Cash Credit, LC & LTR within
the SME banner. We have plans to infroduce
some mare products with attractive pricing in
the year 2013. We are confident that we shall
(2013)  with

substantial growth in the portfalio with best

be dable to close the year

quality asset.
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In the context of rising commercialization and globalization, Jamuna Bank Limited has given
more emphasis on Agriculture and Rural micro credit loan program during last half decade by

disbursing collateral free short term loan to landless, marginal & small farmers and sharecroppers
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through area approach.

Such loan is directly disbursed by the bank

and  through  Micro-finance  Institutions
(MF)/Non-government Organizations (NGO)
to individual and groups for ensuring fimely
purchase of different production inputs for
improved cultivation including equipment
and irrigation facilities.

Jamuna Bank Limited has infroduced
innovative measure for giving access fo
formal sector rurdl credit services with flexible
and easy conditions through quick decision
making for fimely loan approval by skilled
and efficient bank officials. Strictly observing
the credit norms and policy of Bangladesh
Bank, it has given utmost importance on
customer-bank relationship to defermine
interest rate without any other extra charge.
All these have made the loan programs very

popular amongst the rurdl borrowers,

Jamuna Bank Limited has disbursed Tk
11.87 crore during the financial year 2011-12
to 30209 borrowers, which is higher than the

previous year. Since starting in 2007 of such

loan, the bank has disbursed a cumuldtive
damount of Tk 178.78 crore to a total of 48749

pborrowers.

Jamuna Bank Limited has disbursed Tk 11.87 crore
during the financial year 201112 to 30209 borrowers,
which is higher than the previous year.

Considering the growing demand for
working ¢apital of marginal and small farm
the bank has

dllocated an increased amount of Tk 109

and non-farm operators,

crore for the year 2012-13 for micro credit
and the bank has already disbursed in our
own sources Tk.2.50 crore to 151 small and
medium farmers and borrowers through
NGO/MrMls  Tk.102.00 38389

borrowers, agriculture loan products across

crore  fo

the country for sustainable developrnent in

rural economy.
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By providing agriculture and rural micro
credit to the sub-sector viz. crop, fisheries,
poultry, ddairy, sforage and marketing
facilities, the bank has contributed
significantly fo reduce rural poverty by socio-
economic development of rural people. The
bank has dalso supported both rurdl
agriculfure and  rural  non-farm  (RNF)
activities through providing a viable avenue
of formal loan for diversification of rural

economy,
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For strengthening and expansion of the
Agriculfure and Rural micro c¢redit loan
program, the bank has established an
Agriculture and Rural Credit Unit at its | lead
Office. This will provide loan through offering
six types of loan products viz. (i) Crop Loan,
(i} Crop Mortgage loan, (ll} Livestock and
poultry loan, (iv) Fisheries loan, {v) Agriculture
machinery and equipment loan, (v) Poverty

Alleviation loan.

In Bangladesh, the competition in banking
business is getting intense day by day due to
various factors. The expectations of the
customers are increasing significantly. The
shareholders are expecting higher dividend.
The employees are demanding handsome
salary. Regulatory agencies are putting more
pressure fo comply with the regulatory

guidelines.

Agdadin, the competitiveness may culminate
when the new banks will start functioning at
the beginning of the year 2013. All these are
creating more pressure on the fop
management of a bank to reshape their
strategic business plan to stand out in this
fremendous competitive business

environment.
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Under such circumstances, ICT has been
adopted by the banks as a strategic tool to
win in this competitive environment because
of the fact that technology plays a vital role
in executing all sorts of customer friendly
banking operations with less cost. |t
enhances the productivity of the bankers
eliminafing tedious and repetitive tasks,
offers 24x7x365 service, brings banking
services to the doorsteps of customers,
provides more informative and fimely MIS,
provides business inteligence, enables
befter risk management and so on. As d
result, technology has become an aid of
necessity rather than an option in banking

industry.
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