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Executive Summary

Credit risk is one of the most vital risks for any commercial bank. Credit risk arises from
nonperformance by a borrower. It may arise from either an inability or an unwillingness to
perform in the pre-commitment contracted manner. The real risk from credit is the deviation of
portfolio performance from its expected value. The credit risk of a bank is also effect the book
value of a bank. The more credit of a particular is in risk, the more probability of a bank to be
insolvent. Therefore, the status of depositor in the bank is at risk and probability of incurring loss
from their deposited value. In other way the risk of a commercial bank is calculated through long

term and short term rating by the credit rating agencies.
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Chapter: 1.0 Introduction

Bank is well known as a monetary institute but Bank did not establish in a day. When currency
introduced as an exchange term, human life has been trouble-free that they can exchange

anything between them using money. Also business and trading have been introduced.

In 1972 when Bangladesh became liberated, the Banking sector was in shatters. Lot of Banks
branches during the liberation time were burnt & destroyed. In view of the above, government of
the newly independent Bangladesh had to take some quick decisions. A central Bank namely
Bangladesh Bank had to be created taking over the assets & liabilities of State Bank of Pakistan
located in Bangladesh area Banking sector of Bangladesh has undergone dramatic changes since

the independence in 1971.Immediately after liberation the government nationalized all banks.

There are approximately 4 nationalized, 29 local and 10 foreign commercial banks in Bangladesh
and SEBL is one of them. Under the above backdrop SEBL is a private sector bank having a
small market share of the industry. If the weaknesses are addressed appropriately and
opportunities are explored keeping in view the threats behind with a stable and professional
management having regard to appropriate corporate governance and modern automation

technology, then SBL could expect to achieve its desired target of a visionary bank.

Southeast Bank Limited is a fast growing modern banking institution having a unique corporate
culture & friendly working environment which unites our people towards achieving tremendous

results in every aspect of Bank’s operations. Southeast Bank Limited is a second generation




leading private commercial Bank in the country with a vision to be the leading financial
institution in the country having a diverse array of carefully tailored customer friendly products
and financial services in the Bank which unites our people and results in continuous growth in

every aspect of Bank’s operations.

1.1 Origin of the report

A developed banking sector plays a vital role for financial stability of a country. This report is prepared
for fulfilling the requirement of Internship of B.B.A program, BRAC University. As merely the
classroom discussion cannot give proper picture of real business situation, therefore, it is an
opportunity for the students to know about real life situation through this program. For this
reason, B.B.A internship program has been designed in such a way which provides an opportunity
for the student to minimize the gap between theoretical and practical knowledge and will help in
practical life. | was sent to Mohammadpur Branch. It was three months practical orientation program. As
an Accounting student | chose Credit Risk Management as the topic of my internship report. The report |

prepared is on “Credit risk management” of Southeast Bank Limited.

1.2 Purpose of the report

The purpose of this report is to know about the credit risk management factors and also have a

concrete idea on the performance and financial condition of southeast bank properly.
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1.3Problem Statement

Southeast Bank Limited is a fast growing modern banking institution having a unique corporate
culture & friendly working environment. They also provide high quality financial services with
the help of latest technology. Southeast Bank mission is providing fast & accurate customer
service, high standard business ethics, Innovative banking at a competitive price. They offer
different type of services like- Account opening, Clearing, Loan offering, Export & Import,

Locker etc.

Southeast Bank offer time loan, term loan, consumer loan, demand loan etc. Most of the
customers try to take time loan or Consumer credit scheme (CCS) loan. They take loan for
different purpose. Some customer take loan for their personal consumption, some customer takes
loan for buying car or business purpose or any other reason. Most of the time customer want
good environment, better service and good behave from the stuff. Customer wants low interest
rate in order to take the loan. Sometimes customers need loan very frequently then they want to
take loan very quickly. Most of the time customers take loan against their FDR. Southeast bank
do not provide loan in any risky sectors. When there is probability that customers will not be able
to return the loan, they do not give loan this type of customers. Well, SEBL credit department try
their best in maintenance of credit. My report basically focuses on the problem of Credit risk

management of SEBL.




1.4 Literature Review

With the growing competition among nationalized, foreign and private commercial banks as to
how the banks operates it banking operation and how customer service can be made attractive.
Commercial or private banks are trying to evaluate their traditional banking service to a better
standard, to meet the challenging needs. So they pay attention on better performance and
existence. Under the above circumstances, it has become necessary for Southeast Bank Limited,
one of the private commercial banks, to focus its attention towards its services. To know the
Credit risk management system of SEBL, it is important to gain knowledge about the
different services offered by the bank. Identify products and service quality level, o know
about the rate and charges, to know about the client pattern. To study the risk involved
during the banking operations and to discover how the causes behind the risks are resolved

by the management.

1.4 Objectives of the study:

Primary Objective

The primary objective of preparing this report is to represent the Southeast Bank Limited and to
fulfill the requirement for the completion of BBA program as well as to observe& learn the

Credit process &Risk Management of SEBL and its services.

Secondary Objective
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The secondary objectives of the research are:
= To acquaint with the real business situation
= To collect knowledge on banking companies operations in practical field.

= Providing overview on Southeast Bank

» Find out their satisfaction level about SEBL performance

1.6 Scope of the Study

The research is mainly focused on “Credit Risk management”. The study has many dimensions
and covers a broad spectrum. The research limits its scope to Southeast Bank Mohammadpur
branch only. The data requires for sufficient analysis for report writing could not be collected
due to excessive workload. While preparing the report | had a great opportunity to have real life
knowledge about the overall banking procedure. | had to go to each and every department to
collect the necessary data for my report. | also communicated with the employee and clients to
know the topic properly. This report supported me to gain practical knowledge about the

financial sectors of the.

1.7 Limitations of the Study




When | was conducting my research at that time some responses bias and administrative errors
are also occurs. And | had tried my best to avoid this error. There have been some limitations

from which these report suffers. The limitations are briefly pointed out below:

v Time is the first limitation as the duration of the program was of three months only.

v' Confidentiality of data was another important barrier that was faced during the
conduct of this study.

v' The Banks were not ready to disclose information regarding their service delivery
and policy information.

v' By working in a branch it’s not possible to collect all information about the
organizational activities.

v Supply of more practical and contemporary data is another shortcoming.

v" The study was not done very successfully due to inexperience.

1.8 Methodology

Methods that are charted to perform to complete a task or a job is called methodology. In
conducting this report the following methodology were adopted in collecting data & information,
preparation of reports etc. Both qualitative and quantitative methods were applied for preparing
this report. The data were evaluated and presented using percentage, graphical presentation and

different types of charts. Best effort was given to analyze the numerical findings.




Data collection method

Relevant data for this report has been collected primarily by direct investigation of different
records, papers, Documents, operational process and different personnel. Moreover, a structured
questionnaire has been used. Information regarding office activities of the bank has been

collected through consulting and discussion with bank personnel.

Data sources

Both primary and secondary source of data are used to complete this study. These two sources

are explained below:

Primary Source

The primary data was collect by discussion with officials of Southeast Bank and face to face
conversation with the employees and staffs of SEBL. Besides, | got additional assistance from

people who are connected with SEBL.

Secondary Source

For conducting the research | have taken help from some secondary sources as well which are:
e Different manuals of Southeast Bank
e Different circulars of Southeast Bank
e Files and documents of the Branch
e Website of Southeast Bank Limited
e Different papers on Southeast Bank Limited

e Unpublished data.




Chapter: 2.0 Organization Part

2.1 Company Overview:

Southeast Bank Limited is a scheduled commercial bank in the private sector established under
the ambit of Bank Company Act, 1991 and incorporated as a Public Limited Company under
Companies Act, 1994 on March 12, 1995. The Bank started commercial banking operations on
May 25, 1995. During this short span of time the Bank is successful in positioning itself as a
progressive and dynamic financial institution in the country. The bank had been widely
acclaimed by the business community, from small entrepreneurs to large traders and industrial
conglomerates, including the top-rated corporate borrowers for its forward - looking business
outlook and innovative financial solutions. Thus within this very short period of time it has been
able to create an image and earn significant reputation in the country's banking sector as a Bank
with Vision. Presently, it has 65 branches.

Southeast Bank Limited has been licensed by the Government of Bangladesh as a Scheduled
commercial bank in the private sector in pursuance of the policy of liberalization of banking and
financial services and facilities in Bangladesh. In view of the above, the Bank within a period of
10 years of its operation achieved a remarkable success and met up capital adequacy requirement

of Bangladesh Bank.




It has been growing fast as one of the leaders of the new generation banks in the private sector in
respect of business and profitability as it is evident from the financial statements for the last 10
years.

Southeast Bank Limited emerged as a new commercial bank to provide efficient banking
services and to contribute socio-economic development of the country.. Southeast Bank
Limited(SEBL) was established on 17th April, 1995 with an Authorized Capital of Tk. 1000
Million and Paid up Capital of Tk. 100 Million (raised to Tk. 200 Million in 1997) by a group of
highly successful entrepreneurs from various fields of economic activities such as shipping, oil,
finance, garments, textiles and insurance etc. It is a full licensed scheduled Commercial Bank set
up in the private sector in pursuance of the policy of the Government to liberalize Banking &
Financial services.

The former Government of the Bangladesh Bank Mr. Lutfar Rahman Sarkar was the first
Managing Director of the Bank. The Bank is being managed by highly professional people

having wide experience in domestic and international Banking.

The Bank provides a broad range of financial services to its customers and corporate clients. The
Board of Directors consists of eminent personalities from the realm of commerce and industries
of the country. The Bank is manned and managed by qualified and efficient professionals. The
name of the honorable chairman is Md. Alamgir Kabir, Mr. Ragib Ali is the Vice Chairman of

the bank.

The Bank is not depending only on interest earnings; rather it strives hard to go for fee-based
income from non-fund activities of the bank. This type of business include capital market
operations like underwriting, portfolio management, mutual fund management, investors'

account as well as commission-based business like Letter Of Guarantee, Inland remittance,
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Foreign remittance etc. These businesses usually do not involve Bank's fund, but on the contrary,
offer immense opportunity and scope to expand bank services to the members of public at large.

The head office of the Bank is situated at 61, Dilkusha Commercial Area, Dhaka-1000.

2.2 Financial performance

Southeast Bank Limited has managed to perform well in the the difficult economic environment.

Five years performance at a glance

In Million Taka



javascript:void(0)

2.3 Board of Director of SEBL

Names of the member of the Board of Directors of the Bank:
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1. Mr. Alamgir Kabir (FCA)

2. Mr. Ragib Ali

3. Mr. M. A. Kashem

4. Mr. Azim Uddin Ahmed

5. Mrs. Jusna Ara Kashem

6. Mrs. Duluma Ahmed

7. Mr. Md. Akikur Rahman

8. Mrs. Rehana Rahman

9. Mrs. Sirat Monira

10. Karnafuli Tea Co. Ltd, represented by Mr. Abdul Hye

11. Dr. Quazi Mesbahuddin Ahmed

12. Mr. A. H. M. Moazzem Hossain

Chairman

Vice Chairman

Director

Director

Director

Director

Director

Director

Director

Director

Independent Director

Indenendent Director
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13. Mr. M. Kamal Hossain
Managing Director

Mr. Alamgir Kabir (FCA) Chairman
Mr. M. A. Kashem Member
Mr. Azim Uddin Ahmed Member
Mr. M. Kamal Hossain Member

Executive Committee

Audit Committee:

Mr. A. H. M. Moazzem Hossain Chairman
Dr. Quazi Mesbahuddin Ahmed Member
Mrs. Jusna Ara Kashem[J Member
Mrs. Duluma Ahmed Member

Risk Management Committee:
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Mr. Alamgir Kabir (FCA) Chairman
Mr. M. A. Kashem Member
Mr. Azim Uddin Ahmed Member
Mr. A. H. M. Moazzem Hossain Member
Advisor:

Mr. Zakir Ahmed Khan Advisor

Shariah Council:

Professor Moulana Mohammad Salah- Uddin Chairman
MD. Kamaluddin Chowdhury Member
Moulana Mohammad Kafiluddin Sarkar Member
Mr. Alamgir Kabir, FCA Member
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M.A.Kashem Member
Mr. Azim Uddin Ahmed Member

Mr. Kamal Hossain Member

2.4 Head Office and Branch Network,

Head Office

Address : 52-53, Dilkusha C/A (Level - 2,3 & 16), Dhaka — 1000,Banladesh
Telephone ) (88-02)9571115, 7160866, 9555466, 7173793

Telex ) 632425 SBANK BJ

Fax ) 88-02-9550093

E-Mail : info@sebankbd.com

Web site : www.sebankbd.com

2.5 Organizational Structure in Southeast Bank Limited
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Managing Director (M.D)

l

Executive Vice President (E.V P.)

l

Senior Vice President (V.P)

l

Principal Officer (PO)

l

Senior Officer (SO)

l

Officer (O)

l

Probationary Officer (P.O)

|

Junior Officer (J.0)

|

Teller
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2.6 A Brief Profile of Southeast Bank Ltd, Mohammadpur

Branch:

I am performing my Internship in Mohammadpur Branch. The branch is located at Axis Delvista
(1st Floor), Holding No:7/1, Block - A, Aurongajeb Road, Mohmmadpur Housing Estate,
Mohammadpur, DhakaThe office floor is nicely specious that can accommodate good number of

customer comfortably.

The branch has efficient human resources that can meet up customer’s needs. The workload is
distributed properly and this interpersonal relationship is remarkable. The best noted strength is
customer service. Prompt, cordial & enthusiastic service satisfies most of the customers. Flexible
banking service attracts more clients doing banking transactions with the branch. In some cases,
customers coming afterwards the banking hour can get service. Everybody performs their work
very well. Under all of their efficient handling, the branch has already been able to introduce
itself as one of the best performers among all other branches of Southeast Bank Limited.
Southeast Bank Ltd gives interns a good value. They assign some specific jobs that are to be
done which a fixed period of time. With the initiation of good job in Southeast Bank Limited of
Mohammadpur branch, they reposed confidence on me and therefore assigned foreign exchange.

In fact overall banking practices were entrusted to me within this short period of three months.

The good part of working in Southeast Bank Limited is that, it takes very little time for a new
person to get himself familiar with the condition because of the environment of the bank. The
environment is very friendly. The employees and staffs are very cooperative which enables a

newcomer to feel comfortable and adapted to the environment very rapidly.
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2.7 Structure of
Mohammadpur Branch

-

3

General Credit Foreign
Banking Exchange
Import Foreign
Remittance
2.8 Core Values
9 Integrity B Respect 2 Fairness 8 Harmony o Team Spirit
a a @ Service a 8 Enthusiasm for
Courtesy Commitment Insight and Spirit
Excellence Work

@ Business Ethics
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2.9 Core Strengths

8 Transparent and Quick Decision Making o Efficient Team of Performers
o Satisfied Customers = Internal Control and Compliance
o Skilled Risk Management o Diversification

2.10 Core Competencies

= Knowledge o Experience and Expertise @ Customer Focus
8 Transparency o Determination o Zeal for Improvement
o Reliability @ Pursuit of Disciplined Growth Strategy

2.11 Vision

o To be a premier banking institution in Bangladesh and contribute significantly to the national economy.

2.12 Missions

=]

High quality financial services with state of the art technology

o

Fast customer service

=]

Sustainable growth strategy

=]

Follow ethical standards in business

m]

Steady return on shareholders’equity

19



@ Innovative banking at a competitive price
= Attract and retain quality human resource

= Commitment to Corporate Social Responsibility

2.13 Commitment to Clients

2 Provide service with high degree of professionalism and use of modern technology
= Create long - term relationship based on mutual trust

o Respond to customer needs with speed and accuracy

2 Share their values and beliefs

@ Grow as our customers grow

= Provide products and service at competitive pricing

= Ensure safety and security of customers' valuables in trust with us

2.14 SWOT Analysis of Southeast Bank Litd

Strength:

Transparent and quick decision making

Efficient team of performers

Satisfied customers

Internal control

Skilled risk management
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Weakness:
e The promotion strategy of SEBL is not at all effective.

Small market share.

High concentration of fixed deposits.

Marginal capital adequacy.

Lack of effective marketing / promotional activities.

Lack of full-scale automation.

High concentration of large loans.

Opportunity:

e Regulatory environment favoring private sector development.
e Increasing trend in international business.
e Introduction of credit card and Tele-banking.

e Value addition in products and services.

Threat:

e Strong competitors are increasing day by day.

e Risk of bad debt.

e Dishonesty and fraudulent activities of some staffs have put a negative impact on the
image.

e Global and local unstable political situation.

21



Chapter: 3.0 Duties and Responsibilities:

Southeast bank have some major responsibility. They have some division in their every

individual branch. Different types of task are done by different sectors. The division is given

bellow-
Bank Division
v v
General Credit Foreign Exchange
Banking Department
Cash Continuous loan
Account Opening Demand loan Export
IT Department Term loan Import
Clearing Staff loan
Customer Service Bank Guarantee

3.1 Functions of General Banking:
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. Accounts Opening:
Southeast Bank provides different types of deposit. The different types of accounts are very
commonly in practice:
» Current Deposits (CD)
» Savings Bank Deposits (SB)
» Short term deposits (STD)
> Fixed Deposit receipts (FDR)
» Monthly saving scheme (MSS)
» Cash credit (CC)
» Consumer credit scheme (CCS)

» Security overdraft (SOD)

i. Account opening formalities:

The client needs to open a current or savings account with the bank to get any kind of credit
facility. The client can request for loan individually or jointly. The required documents for

opening of accounts of different types are given below:

Common Documents for all types of accounts:

23



X/
°e

AJC opening form(single copy)- duly filled in, signed by the client and introduced by an

existing account holder

++ Signature card- dully filled in, signed and introduced

¢ Photographs (2copies for each individual) of the account holder(s) duly attested by the
introducer

s Copy of first five pages of passport(s) of the account holder(s)

%+ Photocopies of national 1D card.

Individual: Current / Savings Account

% AJC opening form(single copy)- duly filled in, signed by the client and introduced by an
existing account holder
«+ Signature card- dully filled in, signed and introduced

+«+ Photographs (2copies for each individual) duly attested by the introducer

Proprietorship: Current/ Savings Account

+«+ AJ/C opening form(single copy)- duly filled in, signed by the client and introduced by an
existing account holder

«+ Signature card — duly filled in, signed and introduced

% Trade license

+ Mandate agreement form (Nominee form), if applicable

Partnership: Current/Savings Account

«+ Trade license

24



¢+ Partnership deed

% Resolution outlining instructions for operation of the account

Private Ltd.: Current/Savings Account

X/
°e

Memorandum and articles of association duly attested by the managing director/company

secretary

X/
°e

Certificate of incorporation

X/
°e

Resolution as to operation of the account

X/
°e

List of directors

Public Ltd.: Current/Savings Account

+«+» Same as Private Ltd. company including certificate of commencement of business.

i, FIXED DEPOSITACCOUNT (FDR)

These are the deposit, which are made with the bank a fixed period specified in advance. It is
purely a time deposit account. The bank does not maintain cash reserves against these deposits
and therefore the bank offers higher rates of interest on such deposits. Interest is paid at rate
determined by the length of the period of deposit; the higher is the rate of interest. Loan is

sanctioned against FDR.

OPENING AND OPERATION OF FIXED DEPOSIT ACCOUNT

25



The depositor has to fill in an application from wherein he/she mentions the amount of deposit,
the period for which deposit is to be made the name(s) in which the fixed deposit receipt is to be
issued. In case of deposit in joint names, the banker also takes the instructions regarding payment
of money on maturity of deposit i.e. whether payable jointly or payable to either or survivor etc.
the banker also takes the specimen signature of the depositor(s). A Fixed deposit Receipt is then
issued to the depositor acknowledging receipt of the sum of money mentioned therein. It also
contains the rate of interest and the date on which the deposit will fall due for payment. In this
account no transaction is allowed and no cheque book is issued. Customers are given Fixed

Deposit Receipt only.

w. CLEARING

The clearing house is an assembly of the locally operating scheduled banks for exchange of
cheques, drafts and other demand instruments drown on each other and received from their
respective customers for collection. The house meets at the appointed hour on all working days
under the chairmanship of the Central Bank or its agent as the case may be, and works within the
regulations framed therefore on the basis of prevailing banking practices. In Bangladesh, clearing
house sites at Bangladesh Bank but where there is no office of the Bangladesh Bank, Sonali
Bank acts as an agent of Bangladesh Bank.

There are mainly two types of banking systems in Bangladesh, such as:

Internal Clearing or Inter------- branch clearing.

External Clearing or Inter------ banks Clearing.

How it works:

26



All the member of banks representative daily conduct two meetings at a fixed time. In their first
meeting they handover cheque, drafts etc passed, which are drawn upon them. In case there are
certain cheques, which could not be honored the same are returned to the presenting banks with

the reasons of nonpayment in the second meeting at the clearing house.

In this meeting also the final position of house is prepared and respective accounts of the
member banks are debited or credited depending upon their individual payments or collection
position. After that the bankers individually debit the accounts of their customers with cheques,

with cheques, which are returned unpaid.

v. DISPATCH

Dispatch includes all correspondence, letters, statements and returns and telegrams. This dispatch

is also known as mail. The dispatch is primarily divided into two categories:
Inward: It means what are receives from the outside.
Out Ward: It means what are sent to the outside.

This dispatch also divided into (a) Ordinary, (b) Registered and (c) Local. Every correspondence
should have an office copy and one additional copy is also retained in the master file of the

office.

Working procedure for inward mail:

e Registered the inward mail registered.

e A local mail registered.
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e Currency note received & money order will be entered in a special notebook.

e Working procedure for out word mail:

e Registered the mail in the out word register and put the dispatch number.

e Equitable sum is advanced for postages by debit to charge account and credit to postage

book under the authentication of the manager.

vi. BANK RECEIPIS AND PAYMENTS (CASH)

Cash Receipt

Money deposited in cash by the constituents at the cash counter of bank excluding that of
government transaction is known as Bank Receipt (Cash). Different types of forms are used for

cash deposits for different types of accounts. Particulars of some forms are furnished below:

Current or Savings account pay-in-slip
e Application for fixed deposit receipt

e Credit Voucher

e Draft or mail transfer application form
e T.T, Pay Order application form

e Call deposit application form

e Demand loan pay-in-slip

Cash Payments
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Banks payment includes all kinds of payments excluding those of treasure section. Extreme
precautions must be taken at all levels through, which instruments like cheques, drafts, etc is
disposed of. All the instruments received at the general banking counter will be preliminary
checked by the dealing officer who will enter the instruments in the respective ledger. In case of

cheques the following particulars will be scrutinized:

v’ Date (Whether postal dated or anti dated)
v" Amount in word and figure

v Crossed or Open

v" Bearer or Order

v’ Style of signature as available in the ledger
v' Prohibitory or Stop payment of cheque.

v’ Late Payments

In case of any late payments instruments must be debited in the ledger and passed in the usual
manner. It will be entered in the cash paid sheet in the above manner and cash book under
authentication of the manager and the cash officer. It must be noted with “Late” mark under

initial of the manager with date.

vii. PAYMENTS AND COLLECTIONS OF CHEQUES

In the banking sector, bill of exchange is one of the important instruments. “A Bill of Exchange

IS an instrument in writing containing an unconditional order, signed by the maker, directing a
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certain person to pay on demand or at a fixed determinable future time a certain sum of money
only to or to the order of a certain person, or to the bearer of the instrument”. But cheque is the
most important instrument in the bill of exchange. ‘A cheque is a bill of exchange drawn on a
specific bank and not expressed to be payable otherwise than on demand’. There are two types of

cheque in the bank. Such as:

Open Cheque: A cheque capable of being paid over the counter in cash is known as open

cheque.

Crossed Cheque: A cheque which can only be paid to a banker for crediting to the accounts of

its payee is called Crossed Cheque.

& Essential elements/requisites of a cheque

e It must be written

e |t must contain an order to pay on demand or at fixed or determinable future
e The order must be an unconditional one

e The drawer must sign it

e The drawee must be certain

e The sum payable must be certain

e The instrument must contain an order to pay a certain sum

e The payee must be certain

Payments of Open Cheque

An open cheque may either be bearer or order. Where the cheque payable to order purports to be

indorsed by or on behalf of the payee, the drawee is discharged by payment in due course. Where
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a cheque is originally expressed to be payable to bearer the drawee is discharged by payment in
due course to the bearer thereof; not withstanding any endorsement whether in full or in blank
appearing therein and not withstanding that such endorsement purports to restricts or exclude

further negotiation.

Payments of Crossed Cheque

Where a cheque is crossed generally the banker on whom it is drawn shall not pay it otherwise
than to a banker. Where a cheque is crossed specially to more than one bank except when
crossed to an agent for the purpose of collection of the banker on whom it is drawn shall refuse

payment thereof.

Where the banker on whom a crossed cheque is drawn has paid the sum in due course the banker
paying the cheque and the drawer thereof respectively the entitled to the same rights and be
placed in the same position in all respects as they would respectively be entitled to and placed in

if amount of the cheque had been paid to and received by the owner thereof.

Collection of Cheques

There is no legal obligation on a banker to collects cheque drawn on other banks for a customer.
But as a practice the collection of cheques and bills on behalf of the customer has become one of
important function of o bank. A banker collecting a cheque for a customer has no better title than

that of his customer a cheque belonging to another person can be held liable for conversion.

A banker who has good in faith and without negligence received payment for a customer of a
cheque crossed generally or specially to himself shall not, in case the title of the cheque proves

defective incur any liability to the true owner of the cheque by reason only of having received
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such payments. Thus the statutory protection given to the collecting banker can be claimed only

for crossed cheques.

3.2 Function of foreign Exchange department.

Foreign Exchange department of Southeast Bank is divided in to two parts.

L. ort:

4 Pre-shipment advantages.

4 Negotiating foreign bills.

« Exports guaranties

4 Purchase of foreign bills.

4 Advance against bills for collection.

4 Advising / conforming setters (letter of credit).

4 Advance for differed payments exports.
1. Imports:

« Bills for collection
«{ Advance bills.

4 Opening of letter of credit (L/C)
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¢ Import loan & guarantees.

The most commonly used document in foreign exchange:

v' Documentary latter of credit.
v Bill of exchange

v Bill of lading

v' Commercial invoice

v’ Certificate of origin of goods
v" Inspection certificate

v" Packing list

v Insurance policy

v" Pro-forma invoice / indent

Form of Transport document:

& Marine or ocean transport document
& Air transport document

& Road transport document

& Rail transport document

& Courier and Postal Transport Document

. Advising of Letter of Credit:
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Advising means forwarding of a Documentary Letter o credit received from the issuing
bank to the beneficiary (Exporter).
Before advising a L/C the advising bank must see the following:
& If the export L/C is intended to be an operative cable L/C Test Code on the L/C
invariably be agreed.
&  Signature of issuing bank officials on the L/C verified with the specimen
signatures book of the said bank when L/C received.
& L/C scrutinized thoroughly complying with the requisites of concerned UCPDC
provisions.
& L/C advised to the beneficiary (Exporter) promptly and advising changes
recovered.

<& Entry made in the L/C Advising Register.

Commercial invoice:

A commercial invoice is the accounting document by which the seller changes the goods

to the buyer. A commercial invoice normally includes the following information:

it must be issued by the beneficiary named in the credit
e it must be made out in the name of the applicant

e description of goods exactly as started in L/C

e price of goods

¢ shipping marks exactly as appears in the Bill of Leading
e Contract number

e Issuing date
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iv.

LOCAL REMITIANCE

Sending money from one place to another for customers is another important service of
banks and this service is an important part of countries payment system. For this service,
people especially businessmen can transfer funds from one place to another very quickly.
There are four types of remitting money, such as:

Mail
Transfer

(MT)

Local Telegraphic
remittance Transfer
section (TT)

Pay order

(PO)

Demand
Draft

(DD)
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v. Pay Order (PO):

Pay Order gives the payee the right to claim payment from the issuing bank. It can be en-cashed
from issuing bank only. Unlike cheque, there is no possibility of dishonoring pay order because
before issuing pay order bank takes out money of the pay order in advance. Pay order cannot be

endorsed or crossed and so it is not negotiable instrument.

vi. Demand Draft (DD}

Demand Draft is an order of issuing bank on another branch of the same bank to pay specified
sum of money to the payee on demand. It is generally issued when customer wants to remit
money in any place, which is outside of the clearinghouse area of issuing branch. Payee can be
purchaser himself or another mentioned in the DD. It is a safe technique of transferring money
from one place to another. Bearing money may be risky. It is a negotiable instrument and it can

be crossed or not.

For payment of DD, paying branch first has to be confirmed that the DD is not forged one. First
bank checks the “Test Code” mentioned on the draft. If “Test Code” agrees then believe that DD
is not forged and make payments. For further confirmation, the issuing bank sends an advice

about the DD to the paying branch. Without advice the paying branch generally does not pay.

vit. Telegraphic Transfer or Telephonic Transfer (T'T):
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By this method money is transferred to another place by telegraphic messages. The sender
branch will request another branch to pay required payee on demand. Generally for such kind of
transaction payee should have account with the paying bank. Otherwise it is very difficult for the
paying bank to recognize the exact payee. Test Code is also furnished on the TT message for the

protection of it.

When sending money is urgent the bank use telephone for remittance. This service is only
providing for valued customers, who is very reliable and with, which banks have long standing

relationship.

viti. Mail Transfer (MT):

It is the least used technique for transferring fund. Where there is no telex machine or telephone

line then this method is used. It is also time consuming and risky because mail may be missed.

3.3 Credit Facilities Offered by Southeast Bank;

Credit facilities offered by Southeast Bank Limited can be classified based on — whether actual
outflow of cash takes place or not and the type of borrower availing the credit facility or more

precisely, the borrower’s motive for obtaining the credit facility.

Loan and advances of Southeast Bank is divided into the following categories based on whether

actual outflow of cash takes place or not:
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Nonfunded Credit

Funded Credit

Loans and Advances \
I I

Continuous Demand Term Letter of Letter of
Loan Credit Guarantee

Overdraft 1.Trust Receipt 1. Project Loan (5 years and

above)

2. Inland Bills

Purchased (IBP) 2. Consumer Credit Scheme
(Maximum 2 years)

3. Bills under

Letter of Credit

(BLC)

+ Funded Credit:

The borrowers must open a current account with the bank to get the facilities of funded loan.

They have to pay interest against the funded credit facilities and service the loan up to a fixed
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expiry date. In funded credit, the actual outflow of cash takes place. Different types of funded

credits are discussed below:

1. Continuous Loan:

The clients are allowed to withdraw from and deposit to the current account cash at any time

against a sanctioned limit. Best example of this type of continuous loan is overdraft.

2. Demand Loan:

In this type of credit scheme, the clients are also allowed to withdraw from and deposit to at
any time but the disbursement of cash should be in one shot while the repayment is made in
one shot or at intervals. Examples of demand loan are, IBP, Trust Receipt, Packing Credit,

Time Loan, etc.

3. Term Loan:

There are three types of term loans:

Types of term loan Time period/ Tenure
Short Term loan 1 to 3 three years
Medium Term loan Above 3 years to 5 years
Long Term loan Above 5 years

+ Non funded Credit:
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In this type of credit facility, the actual outflow of cash does not take place unless some
exceptional events occur. Under this type of credit facility, the Bank promises a beneficiary on
behalf of the borrower to pay a certain sum of money against the beneficiary’s claim provided
certain events like, non-performance of a work occurs. Examples of non-funded credit are —
Bank Guarantee and Letter of Credit. While allowing non-funded credit, the Bank charges
certain percentage of the face value of the credit facility allowed as commission and creates a
liability in the client’s name which is contingent in nature. When the client fails to perform the
stipulated work against the non-funded credit, the claim of the beneficiary has to be met by the
Bank and the non-funded credit becomes funded with the actual outflow of cash. However, in the
case of letter of credit, the importer or the Bank’s client has to pay for the goods imported even if

the goods are not according to his specifications.

Apart from the classifications of loans and advances based on actual outflow of cash, the credit
facilities allowed by the Bank can also be divided into the following three types according to the
type of borrower availing of the loan facility:

e Personal Credit

e Commercial Credit

e Industrial Credit

1. Personal Credit:
The characteristics of personal credit facilities are:

i. Taken by individuals
ii. Low interest rate

iii.  Short time required for disbursement of the loan
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Vi.

Vil.

viii.

Backed by cash security or personal guarantee

Guarantors having good net worth or social reputation

Expiry of 1-2 years

Requires strong monitoring for recovery of loan

No CIB inquiry made against the borrower

Loan amount generally ranges from Tk. 50,000 to TKk.10,00,000.
(Exceptions are cash backed loans in which even Tk.50.00 lac is

disbursed against cash security having face value of Tk.50.00lac or more)

Personal Credit facilities can further be classified in the following two segments:

- Cash Backed

- Secured by personal guarantors

Cash Backed:

These are generally overdraft facilities allowed by the Bank againstFDR or DPS in the name of the

borrower or a third party as a security. In this case, the customer is allowed to overdraw his/her

current account by drawing against a sanctioned limit within a certain period of time but not

exceeding more than one year, against acceptable securities. The overdraft limit is then renewed

upon request from the client after the fixed expiry for a further period of 1 year.

The Bank also allows time loan or term loan against cash securities. The branch credit committee

is the authority approving credit facility against cash security and the permissible margin against

cash credit is 10% of the face value of the security.
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Secured by personal quarantee:

Personal Credit is also allowed against personal guarantee of reputed and financially solvent
persons. In that case if the borrower fails to repay the installment or total loan amount the
guarantor is liable to repay the loan. Consumer Credit Scheme is the most common example of
this loan. Since the personal guarantee of a person is quite fragile in nature, sometimes this type
of credit is mentioned as Unsecured Loan as well and entails high interest rate. Consumer Credit
Scheme (CCS) is offered to the borrowers who want to buy commodities like computer,
refrigerator, television, or household furniture or appliances. The interest rate is 12% per annum
and time duration is maximum 36 months. The bank finances up to Tk.3, 00,000 but not more

than 75% of cost of the product to be purchased.

Besides, SEBL provides a special type of personal credit, which is a term loan for financing the
construction of a residential building or for purchasing an apartment. In that case, the borrower
should be the owner of a piece of land or the apartment to be bought and submit the following

documents to the Bank:

= Estimated cost of building the house by professional engineers

= A copy of permission from DIT or any other authority

= Deed signed between the developer and the purchaser of the apartment if the loan is for
purchasing an apartment.

= Original sale deeds of the land and bia deeds (former deeds in the chain of ownership).

= Porches and mutation certificates in the name of the owner of the property
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= Non-encumbrance certificate

= Duplicate carbon receipt and ground rent receipt marking clearance of all types of land

tax and holding tax.

= Layout plan

2. Commercial Credit Facility:

The commercial credit facilities offered by SBL have the following characteristics:

Vi.

Vii.

viii.

Taken by business firms.

High interest rate.

Loan disbursement processing is lengthy.

Generally backed by cash flow generated by the business, stock in trade, and
mortgage of property.

It has expiry of 1-5 years.

Strong monitoring for recovery the loan (especially in the case of work order
finance) is required.

In this case CIB inquiry is mandatory.

Loan amount ranges from 10 lac to 2 crore.

Most common types of Commercial Credit are:

a. Overdraft

b. Time Loan

c. Letter of Credit

d. Bank Guarantee
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e. Trust Receipt
f. Inland Bill Purchase

g. Packing Credit

a. Overdraft :

The business firms take overdraft for meeting working capital requirements in the business. The
nature of the loan is continuous and allowed for 1 year. The securities held against the facility

are: sales proceeds, stock in trade, landed properties, cash securities, etc.

b. Time Loan:

The time loan facility is taken by the business firms for needs for fund to be met in one shot.
Example can be, deposit of security money to participate in a bid. The repayment can be at

intervals but the disbursement is in one shot. The maximum tenure of a time loan is 1 year.

c. Letter of Credit:

As discussed above, letter of credit, a very common type of non-funded credit is used for either
import of goods or export of goods. When used for import of goods, the letter of credit facility is
opened by the borrower with the Bank and it is sent to the exporter’s Bank for checking and
agreement. If the terms and conditions stipulated in the L/C are agreeable to both the parties, the
goods are exported and the borrower sends payment to the exporter’s Bank. In the case of export
L/Cs the goods are shipped and then payment is received from the importer’s Bank by the

borrower through SBL and SBL charges commission for the service.
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d. Bank Guarantee:

It has also been discussed under non-funded credit above. SBL issues the following types of
Bank Guarantees -

i) Bid Bond

i) Performance Guarantee

i) Advance Payment

(\Y)] Payment Guarantee

V) Counter Guarantee

(i) Bid Bond:

Bid bond is issued by SEBL when the client wishes to participate in the particular bid. The
bid bond binds the client for performance of the work order in the event of winning the bid
and the client, once having submitted the bids is ready for performance of the contract if he is

awarded with it.

A 4

A\ 4

The Client Work order awarding

authority

Bank will issue bid bond

Fig: Issuance of a bid bond

(ii) Performance Guarantee:
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If the client is selected as the winner of a bid and awarded a work order by the work order
issuing authority of a particular bid, the bid bond is returned and he has to submit a performance
guarantee in its place. By submission of the performance guarantee the borrower is bound to the
work order issuing authority to perform the bid or complete the work stipulated in the contract
according to the specifications and terms and conditions outlined by the authority. The bank is
legally responsible to pay back a certain amount of money as a guarantor to the authority in case
of failure to carry out the work order of the client and the margin held against the guarantee as a

security is fixed through negotiation between the bank and the client.
(iif) Payment Guarantee:

The bank gives the payment guarantee to the beneficiary on behalf of the client as a promise to

pay a certain sum of money at a certain time in future against a contract.

Loan disbursement trend:

SEBL provides different types of loan scheme for customers like — consumer credit, overdraft,
advance against trust receipt etc. however in Mohammadpur Branch the major part of loan
disbursement has been given as term loan. Term loan are mainly long term loan that are given for
businesses’ long term finance. The second highest type of loan is disbursed for overdraft. This

type of loan is also given to business sector for meeting their day to day operational requirement.
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3.4 Lending rates of SEBL:

Lending Categories

Lending Rates

1. Agriculture

9.00%

2. Term loan to large and medium scale industries

0.00%

3. Term loan to small and cottage industries

10.00-13.00%

4. Working Capital to industry

large and medium scale industries

9.00-12.00%

small and cottage industries

10.00-13.00%

5. Export

7.00%

6. Trade financing

0.00%

7. Housing loan

9.50-12.00%

8. Consumer credit scheme

10.00-13.00%

Credit Card

30.00%

9. Other loans

a. Credit to NBFIs

8.50-11.50%

b. Others

10.50-13.50%
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Chapter: 4.0 Financial Statements and performance analysis
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Southeast Bank Limited

Consolidated Liquidity Statement
(Assets and liabilities maturity analysis)

5 t 31 December 2016
Patctlrs Uptoimonth | 1-J months | 342 months | 1-5years | Above 5 years Total
Taka Taka Taka Tika Taki Tika

Asses:

Cash in hand 2 882 348 (168 - - 14852 500,000 | 17 835448 068
Balance with other banks and financial insftutions 140217 97| 1416332618 | 1218610829 - | 452141
Money at call and on short natice 4271 34100 - - - - | 421344100
Investments 12020453 9127300000 4816887000 | 19382607972 | 21 112614530 | 61731534460
Loans and advancesfinvesiments 45034 740306 | 24223460745 | B4 241 232 848 | 44.881 367 857 | 22484 TTR.480 | 181,865,580 237
Fited assets including premises, fumiture and fidures - - - | 1885530884 | T061622672| 8347162556
Other assels 1403482450| 617590042 1B303TTHG| R 2867 228203 | 3101610244
Non banking assels : - - - - -
Total assets (A) 63,305,017 844 | 35,384607,506 | 60,420,768.433 | 67.074728,570 | 65.513,707,726 | 204,798,010,079
Liabilities:

Saroings om Saesh Sk, er ks, ncal | o o\ oo | 350370 | 1SRG | BITAET| 5716
Instifuions and agents

Deposis 50366426737 | 41786500000 | 74,364 100,000 | 46,774.400,000 | 16,182,002 113 | 229973426 850
Provision and other liabilfies 208151116 | 745000000 | 11194204409 | 4 998 658798 - | 19919384303
Total liabilties (B) S4.240835,672 | 43,785,700,000 | 89,588,681,759 | 53,300,004,138 | 24.340,176,686 | 265,264,448.295
Net liquidity gap (A - B) 0154182172 | (BAN.002.44)) (29.058.913,326)] 13.774,674.432 | 41,164624,040 | 26,533,561 824

As at 31December2016, the value of investment cell which includes all investment in shares,
corporate bond, debenture, mutual fund and total market value of other capital certificates and
loan facilities given to own subsidiary company or companies directly or indirectly involved in
capital market affair stood at Tk 2,100.91(2015:1,960.0) crores which is 21.53% (2015:36.37%)

of total sum of paid up capital, statutory reserve and retained earnings of the bank.
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As of 31 December 2016, the paid up capital of SEBL was BDT 9.17 billion. Banks paid —up
capital and statutory reserve together was BDT 9.45 billion at end of year 2016. In 2016, risk
weighted capital adequacy ratio was 12.18% which was 11.60% in the year preceding. SEBL’s
major shareholder are public (60% approximately) followed by sponsors. However, at the end of
year 2016, SEBL deposit and loan & advances became BDT 230.53 billion and BDT 189.36
billion, with growth rates of 9.55 % and 11.80% respectively in comparison with the previous

year.

In 2016, net interest income stood at BDT 4.21 billion while it was BDT 3.14 billion in the
preceding year (growth 34.06%). Additionally, the amount of total capital was calculated in 2016
was 34.02 billion which was increased by 19.41% from the preceding year. SEBL’s total assets
at the year-end 2016 were BDT 291.99 billion, with an increase of 12.19% over the previous
year which was 260.25. On the other hand, the income from investment noted in 2016 was 5.01
billion which was deceased by 0.02% as compared with 5.13 billion which was noted in 2015.
However, during the same year, the amount of written off loan was BDT 9.076 billion whereas it
was 8.050 billion in the previous year. SEBL investment in government securities and quoted

shares has substantially increased in 2016.

The return on assets (ROA) and return on investment (ROI) of SEBL has gone down by 0.36%
and 0.39% respectively though an increasing trend was noticed over the first few years. On the
contrary, in 2016 the retained earnings level reached a higher level to 3.17 billion (growth rate

7.78%). During 2016, the total amount of equity of the bank was almost 26.52 billion.
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The liquidity position in 2016 was not as good as the previous years for the reason of increasing
borrowings financial institutions. Despite of these facts, during 2016 SEBL showed its strength
in profitability, liquidity position and business growth. However the Bank remained exposed to
large loan exposures during the year 2016, and has had significant amount of loan rescheduling
and write-off. The bank also requires gradation of it’s the present automation status for the

banking operation.

Southeast Bank Limited

Rating Report
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Credit Rating Agency of Bangladesh (CRAB) has assigned “A;  (Pronounced Single A One)

rating in the long term and ST-2 rating in the Short term to the Southeast Bank Limited (SEBL).
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Commercial Banks rate as “A; in this long term belong to “High Satisfy” cohort. In this grade,
Companies are adjudged to be strong Banks, Characterized by good financials, healthy and
sustainable franchises, and a first rate operating environment. This level of rating indicates
strong capacity for timely payment of financial commitment, with low lifelikeness to be
adversely affected by foreseeable events. At the same times, banks rated as ST-2 in short term
grade belongs to High Grade are Characterized with commendable position in terms of internal

fund generation , access to alternative sources of funds and moderate level of liquidity.
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The amount reported above under standard category includes certain nonperforming loan
accounts with an aggregate outstanding amount of Tk.14, 037.6 million at 31December2016
which have not been reported as classified loans at year end on the basis of stay order from the
Honorable High Court Division of the Supreme Court of Bangladesh. The amount of interests
suspense and eligible securities available against these loans as at 31December2016 were Tk.1,
323million and Tk.2, 310.4million respectively. As at 31December2016,an aggregate amount
0fTk.138.3million has been kept as general provision applicable for loans under standard

category.

In compliance with Bangladesh Bank guidelines off-balance sheet items are disclosed
under contingent liabilities. As per BRPD Circular No. 10 dated 18Septembe r2007and
BRPD circular No. 14 dated 23September2012, the Bank is required to maintain

provision@1% against off-balance sheet exposures.

Chapter: 5.0 Credit risk management

Banking business experiences uncertain facts in the operating environment which, if must
be managed and alleviated. Otherwise, it would not only interrupt the achievement of its
strategic and operational objectives, but may also cause extensive financial and
reputational loss eventually. Effective risk management assists banks in making better and
informed decisions that considerably improve the probability of achieving their strategic

and operational objectives. In this case, every Bank has come forward to establish a

58



general framework to manage the risk factors considering Bangladesh Bank’s guidelines.

As one of the leading Banks in Bangladesh, Southeast Bank Limited(SEBL) has
established accepted policies in compliance with central bank’s rules and regulations

including major risk factors such as:

(a)Credit

(b)Foreign Exchange

(c)Asset Liability Management

(d)Money Laundering Prevention

(e)Internal Control& Compliance

(FInformation and Communication Technology

Overall; the main purpose of the report is to have an overall idea about the role and functions of
credit risk management, analyzing tools and techniques used to review credit proposal, analyzing
steps taken to recover Bank’s bad portfolio of Southeast Bank Limited.

Lending is one of the central functions of a bank. The objective of Credit Risk management of
Southeast Bank Limited is to minimize the risk and maximize the risk adjusted rate of return by
continuing and maintaining credit exposure within the acceptable parameters. The Credit Risk
Management department is liable for safeguarding the integrity of the Bank’s risk/return profile.
Credit Risk Management Department of Southeast Bank Limited conducted their functions by
six wings:

Central Collection Unit assembles the credit and then Special Asset Management wings support

the bank to recover Banks bad portfolio. In the case of credit approval, the Bank has kept a team
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who approve the credit. Various kinds of tools and techniques are being used to evaluate a credit
proposal. Retail Credit, Cards Credit, Authorization and Fraud Control, Central Verification Unit
(CVU) are related with retail underwriting. Credit Collection Unit of Southeast Bank Limited
collects credit based on the level of delinquencies of credit.

To help the Bank to recover bad portfolio, Special Asset Management wings can take different
types of steps. In order to realize the performance of the present credit risk management process,
the year by year ratio of loans which are grouped on basis of classification rules in the total loan
and advances has analyzed. From evaluating the performance analysis, it is found that the
collection of Standard Loan decline in the year 2009 occurred because of the national and global
economic situation which replicates a low ratio of Standard Loan to total loans and advances. As
a result, the balance of Special Mention Account, Substandard, Doubtful and Bad/Loss loan
increases in year 2009. Since 2009, nationwide as well as global economy started to fall over to a
dangerous stage of slowing growth and rising risk. However, with the right initiatives were taken
by the top management of Southeast Bank Limited i.e. establishment of regional Credit Risk
Management Centers, introduction of new wing called Special Asset Management & Credit
Inspection. Meanwhile the following year 2010 the situation has become steady which reflected
the economy Bangladesh where economic environment starts to go upward growth phase from
the impact of global recession. Although Southeast Bank Limited is successfully operating credit
risk management, the Bank should improve in some areas which will take help the Bank to

become the leader of banking sector.
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Chapter: 6.0 FINDINGS

+ Risk areas are associated with Account opening. If account holders provide fake national
identification number (NID) or fake passport or may be wrong information, it might be a
risky situation for the bank.

+«+ Source of income: Showing legal income source essential. If account holder’s source of
income is illegal then money laundering can happen. Verification of source of fund is
required. Ensuring proper introduction before opening any account can be proved helpful
to trace out the customer for any kind of mishaps due to his conducts.

+« Verifying the documents provided by the client such as NID, Passport, Driving license,
Trade license, Certificate of Incorporation, Board Regulation which will protect the

fraudulent activities of the client.

X Compliance with Bangladesh Bank guidelines can mitigate money laundering. Proper
KYC (know your customer) should be done at the time of opening of the account and

subsequent follow up is required.

+3* Risk areas in clearing desk should be maintained as well. To ensure that the cheque has
been received for clearing in the proper beneficiaries account. Proper endorsement on

cheque must be ensured to verify Fake/False/Postdated cheque.

+%* Risk areas in Remittance- To ensure that actual beneficiary receives the remitted amount.
In case of remittance through TT, TT controlling number & test code must match.

Verifying the authenticity of remittance is necessary.

X Advertising and promotion is one of the weak point of Southeast Bank Limited,

Southeast Bank Limited does not take any effective promotional activities through
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advertisement whereas other banks have better promotional strategy. Therefore most

customers are not known about their Islamic banking branch.

¥ Lack of Computer Knowledge: All the organizations including banks are now mostly

depends on computer but employees should have more knowledge on technological area.

X Unsatisfactory software performance: Southeast bank use Ultimus software for
performing their banking activities. But the software often hanged as because of slower

upgrade of data by vender. Therefore it delays to performing banking activities at time.

Some other Findings

1. Most of the customers have good perception about SEBL.

2. Majority of customers are taking loan for their personal needs.

3. Maximum clients come to SEBL for good service not for their interest rate.

4. Most of the clients come to SEBL for taking time loan.

5. Majority of the clients are service holder not businessman because bank encouraging
consumer loan rather business loan.

6. Maximum customers take loan against FDR and bank is also give this loan very easily

because it is less risky.
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Chapter: 7.0 Recommendation

Southeast Bank Ltd. is one of the potential banks in the banking sector in Bangladesh. The
Mohammadpur branch of SEBL is a small branch. It was a wonderful experience working at
Southeast Bank Limited. The employees of the bank were very helpful and nice. Despite of
this, it was not an easy job to find so many things during the very short period of practical
orientation program. The recommendations given below are not decisions; rather they are
only individual perspectives to improve the customer’s service in order to fulfill the
customer’s satisfaction so that customers give more preference to SEBL. The

recommendations are given below:

1. Develop more customized parameters for credit management.

2. Bank can encourage business loan nearby consumer loan that will be helpful for the
economy by increasing investment.

3. The SEBL may encourage Female entrepreneurs to take loan that will directly affect the
sociol economy of our country and it will help to strengthen our economy.

4. Term loan should be encouraged so that businessman’s can take this loan easily.

5. Emphasis should be given on promotion to create a strong brand value, in today’s world
there is no alternative to promote your brand.

6. SEBL should diversify its lending sector to reduce the risk of defaulting.
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Southeast Bank Limited (SEBL) is newly established Commercial Bank in the Banking Sector
but it builds strong reputation in short time. Bank Limited (SEBL) lies in the increase of standard
of living of a certain mass of the Population as well as their acceptance of the Nation of
Consumer Financing and Short Term Lending. The Financial Condition of SEBL is very strong.
The Loan and Deposit Quality is better than most other Private Commercial Banks in
Bangladesh. The greatest Opportunity for Southeast The Credit Facility offered by Southeast
Bank Limited (SEBL) attracted Security and Status conscious Businessmen and as well as
Service holders with Higher SEBL has strong network throughout the country and provide
quality services to every level of Customers SEBL’s Correspondents Relationship with more
than 200 International and Local Banks created Global Accessibility and Relationship with
People. Installation and use of highly sophisticated, automated System (For example, BANK
ULTIMUS) enables Southeast Bank Limited (SEBL) to have on time communication with all
Branches reduces excessive paper-works waste of time for Valued Customer Transaction ATM
Cards, Credit Cards and Phone Banking of SEBL give the Customers 24hours Banking Facilities
from his/her Accounts. On the contrary, The Shortage of Manpower in every Division is a
problem. During the Working Hours of the Bank, the Employees have to be exhausted and
cannot provide proper attention that type of Services, which create dissatisfaction of the
Customers. Sometimes, higher Service Charge in some areas of Banking Operations discourages
the Customers for opening and maintaining Accounts with SEBL. In the Deposit side SEBL is
facing some problems from its Competitors as the Competitors are giving a Higher Interest Rate

in Deposits.
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Chapter: 8.0 CONCLUSIONS

Banking is the backbone of national economy. Banking sector no more depends on only on a
traditional method of banking. Banking industry has been treated as a prospective financial
sector in Bangladesh. Despite fierce competition in the baking industry, highly unstable
money & foreign exchange market and intensified political unrest; South East Bank Limited
was able to achieve substantial over the years. Presently, Bangladesh’s banking system is
deeply affected by bad loans. This is not only disrupting the lending system, it discourages
investment. As a result the growth of the economy is being hampered. One of the major
reasons for default in loan is the ineffectiveness of banks’ in assessing credit risk of a
proposed investment. With changing time Bangladesh bank has set rules and general
guidelines to help banks asses risk and mitigate their credit risk. In spite of that many banks
fail to attract good credit and run profitably. Hence, it is not only the guidance provided by
the Bangladesh bank in sufficient but also a commercial lending institution need to follow
own lending policies should be in place to ensure maximum effectiveness of credit
assessment. Credit risk management is becoming more and more important in today's
competitive business world. It is all the more important in the context of Bangladesh. The
techniques of improving management of consumer credit risk have advanced considerably in
the recent years. Therefore, as a responsible and reputed commercial bank, SEBL has
instituted a contemporary credit risk management system. From the study, it is apparent that
the bank is reasonably sincere in their attitude to managing the consumer credit risk though
there are places for improvement. They have to be more cautious in the recovery sector and

preferential treatments to some big clients should also be stopped. However, they follow an
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in-depth procedure in assessing the credit risk by using the credit risk grading techniques
which provides them a solid ground in the time of any settlement. As of the discussion in this
report, it has become evident that credit risk management is a complex and ongoing process
and as a result financial institutions must take a serious approach in addressing these issues.
They have to be up to date in complying with all the required procedures and must employ
competent and skilled manpower who have the ability to deal with these complex matters.
Ultimate importance should be given to the improvement of the networking system which is
essential for modern banking environment and obviously for efficient and effective credit
risk management process. SEBL is well prepared to and capable of meeting the demand for a
broad range of banking services. It has got adequate resources, both human and physical, to
provide the customers with the best possible services. SEBL has already developed goodwill
among its client by offering excellent services. This success has been possible from the
dedication, commitment and dynamic leadership of its management over the periods.
However, they must concentrate more on customer oriented services and provide better

technological advancement relating to banking activities.
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