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Executive Summary

In more detail, this dissertation is focused on the assessment of Islami Bank Bangladesh
PLC (IBBPLC) activities with a special reference to export financing. The research work
comprises three principal chapters, which discuss various aspects of the organisation and

the period of internship at the company.

There are the following categories of information presented in Chapter One of the
internship: Victimization, student profile details, particulars of internship, job description,
and intern/job results. The activities focus on the tasks and duties performed during the
internship These may range from managing customer relations in the ADC department;
data analysis in the Investment department and administrative work in the general banking
department. These activities were informative and helpful in developing staff practical

experiences that enabled personal and professional development.

Chapter 2 discusses the organizational strategies of IBBPLC which include the
management methods, marketing initiatives, business financial results and operation
management. It will contain an evaluation of the leadership, human resource management,
marketing channels, financial structures and the information systems used by the
company. Also, SWOT and Porter ‘five industry forces analysis have been followed to

analyse the competitive position of the bank in the industry.

Chapter 3 is dedicated exclusively to the project aspect, where our discussion is devoted to
IBBPLC’s export financing management. Section two of this study contains a background
review, objective, significance, methodology and findings/analysis. In the course of the
study, challenges and opportunities of export financing are outlined along with

suggestions on ways in which bank procedures and policies can be improved.

In summary, this dissertation provides profound implications for analysing IBBPLC’s
operations and strategic management recommending a fundamental priority of export
financing as a pivotal factor for the bank to retain the competitive advantage in the
financial industry. Vulnerability management and its implications are designed to make a
general academic contribution to the body of knowledge, as well as offer
recommendations that may result in practical enhancements to the export financing

procedures of the bank.
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Chapter 1

1.1 Student Information
e Name: Tahera Sultana
e ID: 18104206
e Program: Bachelor of Business Administration
e Major/Specialization: Marketing

e Minor: Human Resource Management

1.2 Internship Information

1.2.1 Basic Information
e Period: 3 months (14th January 2024 — 4th April 2024)
e Company Name: Islami Bank Bangladesh PLC (IBBPLC)
e Department/Division: Badda Branch

e Address: Kha 194, Bir Uttam Rafiqul Islam Avenue, Dhaka 1212, Bangladesh

1.2.2 Internship Company Supervisor’s Information
e Md. Kamaruzzaman

e Vice President, Islami Bank PLC, Badda Dhaka.

1.2.3 Job Scope

Job Description/Duties/Responsibilities

Job Scope by definition means the set of responsibilities and the tasks that are expected of
an individual in a given position. It helps both the employee and employer to have official
documentation of how the employee is expected to conduct themselves in their line of

duty.

Moreover, there were several main activities that I had to perform at my workplace, apart
from all the department’s responsibilities Thus, the several general tasks which are also
significant to point out are the following: Every day, I was offering a short report to my
direct superior about what has been learned and witnessed. This daily check-in not only
updated my supervisor but also helped me review the day’s work in my head. Moreover, I
always had my ID card for the internship in IBBL and I ensured presenting myself to my

supervisor every time I got to the office in the morning. These practices assisted me in
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promoting order /administrative performance and professional demeanour throughout the

internship period.

Working at Islami Bank Bangladesh PLC (IBBPLC), depending on my position, I was
engaged in several tasks in the company involving the ADC (Alternative Delivery
Channel), Investment, and GB (General Banking). At work, the internship was designed to
cover a two-week rotation within the organization, giving me an all-rounded view of the
workings of the various departments. Job rotation, whereby employees are circulated
around the company to perform duties other than their initial ones, has useful benefits in
the following ways. It was an essential part of my internship and afforded much growth in
those areas. As I moved from one department to the other, I learned a lot of values that
were different from my previous position. The variety was useful because it allowed me to
become efficient and able to perform many aspects of the banking job. There was a
positive aspect in that the rotation made the work more interesting and exciting throughout
the day. The experience of working in each new department was diverse and there was
always something to learn at every level and that excited me. Dealing with different
departments added to my critical thinking and analytical abilities. Every area had its
difficulties and it was necessary to tackle them individually and adopt correct strategies.
The distinguishing of the problems made me develop more flexible thinking and enabled

me to solve problems that are different from what I have faced before.

For instance, in the ADC department of the company I was engaged in the management of
customer experiences via different delivery modes which has expanded my knowledge of
customer service management. In the Investment department, I helped to analyse
investment portfolios, evaluate the numerical data we received in the process and draft
investment portfolios that would be presented to management thus cultivating analytical
and financial skills in me. In the General Banking division, I have duties which involve
account operations such as deposit and withdrawal, and handling of customer inquiries,

and thus it gave me deeper insights into the banking business processes.
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1.3 Internship Outcomes

1.3.1 Student’s Contribution to the Company

While working at IBBPLC, I worked in various activities which included overseeing the
company’s day-to-day activities and the contributions that were made toward different
projects. They were offered to manage the customer service operations in the ADC
department, analysis of financial information in the Investment department, and general
administrative work in the General Banking department. Although it may be probably not
quite fair to state that the work, I did directly enhanced the effectiveness of the company,
the intent of my actions, punctuality, and manners influenced my co-workers and

surroundings for the better.

the passion and interest in attending and completing learning and work-related tasks to the
team to show other fresh graduates or students from BRAC University they are capable of
delivering good performance and productivity. This also made the company realize that
there is a need to potentially offer more internships and projects as the student brings a

new perspective and eagerness to gain experience.

Also, I offered recommendations and ideas regarding the enhancements of the customer
service quality based on my observations of the clients. These suggestions, although small,
showed my problem-solving skills and embracing of the continuous improvement mindset

within the company.

1. 3. 2 Advantages of Student Identity

I have indeed benefited a lot from my internment since it has given me a first-hand
experience of the delicate issues that require understanding in the banking sector such as
the marketing and human resource department. Looking at my background, the
interdisciplinary theories that I have learned in the classroom could easily be implemented
in the organization by gaining practical experience in different departments. This agrees
with the views of Kuh et al. (2008) who note that the major learning outcomes involve

experiential learning by students.

I have been privileged to acquire one of the most vital skills during my internship,
flexibility as well as the ability to multi-task. For instance, I strengthened my analytical
aptitudes, which are a valuable asset in the current environment dominated by the

emission of large amounts of data. In the study done by Zepeda and Mayorga (2017), the
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authors were able to discover that through internships, students can gain practical skills

that may prove useful in their future working environment.

In addition, during the internship, I was assigned to work with the customer service desk,
an area that has improved my interpersonal skills and the way I tend to relate with the
client. This correlates with the conclusions made by DeWitz et al. (2009) who explain that
students benefit from internships because the internships help the former polish

communication skills and professionalism.

Another factor that has been fascinating with my intersession has been the switch
throughout the different sub-sections of the bank. This exposure has helped me expand my
view of how various departments in an organization work together to run that
organization. This concurs with the study by Jones et al. (2010) suggesting that internships
that adopt exposure to various departments enable the student to appreciate the internal

environment of the organisation.

1. 3. 3 Challenges (encountered during the internship period)

I had a few challenges during my internship. Coordinating with both the operational
procedures and various departments across the organization within the first few weeks was
challenging. Furthermore, the fact that the firm has many customers made the job of
controlling the flow of communication into the ADC department quite challenging at first.
Analysing financial products and investment planning in the Investment department were
also somewhat difficult because of my little exposure to such matters before. Nevertheless,
the difficulties I encountered challenged me and exposed me to helpful advice from my

supervisors and colleagues who saw me scale through.

One of the most significant endeavours in my course of internship is how I have struggled
to master the workflow of commuting in Dhaka. One can easily recognize that the traffic
congestion around the city cannot be considered easy to beat, let alone if the bank’s
location is quite far from my house. Not only does it waste productive time but it directly
affects my classes and academic work by wasting time that could be spent on other

activities.

Besides, there is a problem of sleep schedules whereby as an intern one has to change their
sleeping pattern to match that of the organization. Indeed, it is evident that balancing

work, leisure and other activities has affected my health and efficiency at work.
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Furthermore, the difference in the corporate culture is so interesting and learning how to
incorporate optimism and positivity into the corporate world has been refreshing.
Admittedly coming from university, I was caught off guard by the new set of rules and
regulations as compared to university. Trying to meet the daily tasks of both environments
and trying to excel in my internship is definitely an extra challenge of the entire

experience.

1.3.4 Recommendations (to the company on future internships)

To enhance the internship experience for future interns, I recommend the following:

Structured Orientation Program: Some recommendations that may assist in increasing
the influence of the organizational culture on the interns’ behaviour include prior
completion of an effective orientation programme at the beginning of the internship would
enable the interns to adapt faster to the organisational setting and systems. According to
Bauer and Erdogan (2011), it is crucial to incorporate some structure into orientation
programmes to help early jobbers disengage from their pre-employment roles. Interns also
need to be engaged in the organization early enough so that they can become part of the
company, at least in terms of organizational learning. Lack of proper orientation deprives
interns of a basic understanding of company objectives and policies, tastes, and

preferences, which culminates in low working morale and productivity (Bauer & Erdogan,
2011).

Mentorship Program: Recruiting tutors who would be consistent with interns in each
department may also offer improved support which enhances the ability of interns in
handling difficulties as well as challenges. Such revelations significantly show the changes
that mentorship programs bring to the learning and development of interns. For instance,
Ragins and Cotton (1999) affirmed that intern who received training on mentorship
programs had increased satisfaction in their careers as well as self-reported organizational
support. Ally mentoring gives the intern a source of support which is formal in the form
where the intern can get advice, feedback as well as opportunities in terms of networking

(Ragins & Cotton, 1999).

Feedback Mechanism: To avoid such scenarios interns and their supervisors should
engage in feedback sessions that can guarantee continuous improvement and can also
address any concerns in future sessions. Feedback serves as an important part of the

learning process since it enables the teacher or the trainer to assess the comprehension
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ability of the learners. The study by Kluger and DeNisi (1996) has indicated that feedback
interventions had a positive effect on the improvement of performance. Scheduling
feedback meetings between interns and supervisors can assist the interns to gain insight
into their practices that they are doing well, or poorly; hence experience a continuous

learning and growth process (M. Kluger & DeNisi, 1996).

Project-Based Assignments: Particularly when working on specific projects which mimic
real-life situations the interns are likely to be more motivated and get better knowledge. In
several fields, project-based learning has been acknowledged as one of the best ways of
enhancing technical and human relations skills. According to Barron & Darling-Hammond
(2008), the use of project-based assignments can improve critical thinking, problem
solving and reasoning as well as collaborative skills. When actual business problems are
implemented into internship tasks, an intern will be in a position to analyse how the learnt
theories are applied in real scenarios, hence enhancing the ability to understand theories

and develop expertise (Barron & Darling-Hammond, 2008).

Cross-Departmental Workshops: Organizing workshops that cover various aspects of
banking and finance can provide interns with a holistic understanding of the industry and
enhance their skill set. Cross-departmental workshops provide interns with exposure to
various aspects of banking and finance, fostering a holistic understanding of the industry.
Research by Galbraith and Lawler (1993) highlights the importance of cross-functional
collaboration in organizational learning and innovation. By attending workshops covering
different areas within the banking and finance sector, interns can broaden their knowledge
base, develop a diverse skill set, and gain insights into how different departments

collaborate to achieve organizational goals (Galbraith & Lawler, 1993).

Overall, my internship at Islami Bank Bangladesh PLC was a highly rewarding experience
that significantly contributed to my professional development and provided valuable

insights into the banking industry.
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Chapter 2: Organization Part

2.1 Introduction

Being established in 1983, Islami Bank Bangladesh PLC is the first Shariah-compliant
institution in Southeast Asia (Islami Bank, 2024). The bank functions based on Islamic
Shariah laws and does not allow charging of interest to a borrower but rather encourages
people to engage in partnership or profit and loss sharing contracts. Though it started as an
Islamic bank, it has expanded and has grown to be one of the largest and most prosperous
banks in the globe. This chapter will offer more information related to the organizational

structure, management, and leadership of the organization (Islami Bank, 2024).

Figure 1: Logo of Islami Bank Bangladesh

(Islami Bank, 2024)

2. 2 Brief background of the company

2. 2.1 History and Establishment
Islami Bank Bangladesh PLC (IBBL) started its journey on 30th March 1983 which is a
landmark in the banking sectors of Bangladesh and the Islamic world. It was an aim to

create a ground of IBBL from the very beginning to maintain a commercial banking
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system in Bangladesh that is wholly compliant with the Islamic Shariah laws that eradicate
interest-based policies and practice ethical financial solutions. The notion of the formation
of an Islamic bank in Bangladesh can be understood within the context of what was
happening in the global arena in the last decade of the twentieth century, where there was
an attempt to incorporate some tenets of Islam into contemporary economic structures.
During this period the notion of the resurgence of Islamic identity surfaced and Muslim
communities all over the world felt an urge to set their economic activities on Islamic
lines. The establishment of the house-based Islamic Bank Bangladesh denoted these

cravings looking to have vogue over the traditional interest-based banking system.

Figure 2: Organogram of IBBL
(Annual Data, 2024)
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Hence, the establishment of IBBL can indeed be recognized as the process resulting from
the unification of multiple unique and genuinely interested-oriented stakeholders. The
bank was well envisioned by the side of the Islamic scholars. Thanks to their experienced
approach towards Islamic law known as Shariah, they were able to coordinate all the
bank’s activities and its financial offers with the help of the guidelines provided by the
religion. They played a key role in preparing the structures of operations and the stocks
that would form the basis of the bank’s products (Annual Data, 2024). It was state-level
companies and local people who established the idea of IBBL too. These people had a
vision of an ethical new bank that would not take part in unfair business practices and
these people offered the initial seed capital as well as the business acumen required to start
a new financial institution. They also mobilized the support guarantees concerning the
Shariah laws and at the same time the economic requirement of Bangladesh. Another
important attribute is international support which remained another strategic element in the
formation of IBBL. By realizing the opportunities for investing in the newly emerging
Islamic bank in Bangladesh, several subscribed international Islamic Banks and finance

institutions offered both capital and technical support.

2.2.2 Vision and Mission
Vision: To be a leading and innovative Islamic Bank offering a range of Shariah-

compliant banking solutions for individual, business, and community needs.

Mission: To provide high-quality financial services within the framework of Shariah,
maintaining the highest standards of ethical conduct and contributing to the socio-

economic development of Bangladesh (Annual Data, 2024).

2.2.3 Services and Products

The Islamic Bank Bangladesh PLC (IBBL) provides a range of Sharia-compliant financial
solutions in products and services that are suitable for the needs of consumers and
corporations. These are designed as products that will encourage ethical banking practices,
that are more equitable, and enable economic growth. Below is an expanded overview of

some of the key products and services provided by IBBL:
Mudaraba Savings Accounts:

Mudaraba Savings Accounts are so named because they are investment accounts that share

profits and losses; the customer (the Rab-ul-Maal) invests the money and the Islamic bank
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(the Mudarib) controls the investment. These interests are accrued from the amount
invested with the bank and the returns are split between the two parties as agreed. This
type of account is particularly suitable for customers who are willing to invest a small
amount of money while seeking a share of the profits from Shariah-compliant assets

(Annual Data, 2024).
Musharaka Joint Ventures:

Musharaka is a venture with the bank and the client locally in which the two parties invest
in a venture. This is honoured in the sense that the respective percentage of equity
participation is used to divide profits and losses. This product is usually applied for
funding large projects, buying assets and conducting business and trading operations.
Musharaka is mutually beneficial for the bank and its clients and strives for collaboration

between both parties in terms of risk and returns (Annual Data, 2024).

Figure 3: Islami Bank Joint Venture

(Annual Data, 2024)
Murabaha Sales Contracts:

Murabaha is known as mark-up financing wherein the bank buys the desired products and
then sells them to the customer with an added profit. Finally, the price at which the
product must be sold together with the percentage markup required is also agreed on. It is
common in financing a particular purchase, assets, goods, machinery, and even in
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acquiring properties in real estate. Murabaha is a fair system that works well with the

clients since they are fully aware of the prices involved and the profits made.
Ijarah Leasing:

[jarah is a special mode of Islamic banking Sharia where the bank will acquire an asset,
keep it and provide it to the customer under a specified rental price for a fixed time. It is
an arrangement where the customer has possession of the asset also the benefits that come
with it but the legal title resides with the banker. The last right that the customer has is to
opt for a purchase agreement where they can own the asset at the end of the lease. [jarah is
primarily applied to the acquisition of automobiles, other equipment, and property by

generating leasing options that serve the customers well.

2.2.4 Operational Highlights
The Islami Bank Bangladesh PLC has been quite healthy in its financial stability in recent
years and has taken into account the expansion of gross operational assets, deposits and

investments along with the branching and sub-branching network.
2019

The total network assets of the IBBF by the end of 2019 was BDT 1,218 billion which is a
robust position of a full-year financial performance. Deposit being one of the critical
sources of funding, their sum of BDT 1,019 billion for the year also depicted a gradual
enhancement of customer trust along with deposits. The total investment of the bank is
found to be BDT 838 billion in the year 2019 and thus, the graph presents the strategy of
the bank towards the investments. After less appropriation for taxation and provision, the
consolidated net profit was BDT 4,499 million which revealed the sound financial health

and effectiveness of their operation.
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Figure 4: Key Indicators of 2019 of IBBL

(IBBL Report, 2024)
2020

IBBL provided banking services as a systems bank across the country and by December
2020, its assets stood at BDT 1,417 billion, proving its strength and flexibility during the
COVID-19 pandemic. The steadiness increased during this period due to which the total
deposits of this bank turned to BDT 1179 billion which also strengthened the deposit base
of the bank. The banking institution invested an overall BDT 1,020 billion, demonstrating
policies toward very efficient and profitable investments by the bank. After excluding
provision and tax for the year, the net income of the bank was BDT 4, 521 million, which
indicates the financial strength of the bank during the period of economic downturns

(IBBL Report, 2024).
2021

The year 2021 was also marked for IBBL as it quickened the process of growth in more
attributes. Banking assets in Bangladesh also showed an upward trend by the end of June
2009; it reported a total asset of BDT 1,636 billion and thus, it could be understood that
the financial base of the bank is growing. A combination of new depositors and increased

deposits from existing customers meant that total deposits reached BDT 1,382 billion
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during the period. Fixed income securities stood at BDT 510 billion, equities at BDT 348
billion, and other investments at BDT 333 billion; all of which were made with thought-
provoking decisions that sought to generate better and sustainable economic returns within
the Shariah law-compliant framework. The net profit for the year ended 2021 was BDT
4,639 million, which showed that the company has always been profitable irrespective of

all the odds being faced by the global economy in recent years (Habib, 2024).
2022

IBBL successively came up with better financial performance in 2022; it has been able to
ensure its total assets up to BDT 1,838 billion. This growth also proves the robust financial
base of the bank as well as its potential to widen its business outlets. The deposit
accumulation of the bank was also Recorded with deposits of BDT 1,410 billion. IBBL
achieved this increase in deposits also because of the reputation and faith the customers
have in Islamic banking and the services it offers. Furthermore, the organization's total
investment for the year stood at BDT 1,461 billion which marks its trend to diversify its
investment activities. The profit after tax and provision for the year 2022 was BDT 5,923
million, which indicates that the bank possesses a good amount of profitability and
effective management (IBBL Report, 2024). According to deposits, it had an 81 per cent
market share and in terms of funds, it has a 29 per cent market share in the country. 20 per
cent in investments. In 2017 the numbers were 23. 13 percent and 23. 81 per cent

respectively to the total number of people in Bangladesh as per the Bangladesh Bank.
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Figure 5: Performance of Islamic Banks Compared to All Banks
(Habib, 2024)

2.3 Management Practices

2.3.1 Leadership Style
Critical Analysis of Leadership Style

Employee Engagement: The organizational culture at IBBL coupled with the
participative leadership model fosters high levels of employee motivation. Employees are
also given participation rights in decisions for their increased satisfaction and
commitment, as well as for the perceived improved, and more inclusive approaches to
deliberations (Financial Express, 2024). This has to extend to the inclusion of various
people in the banking system hence ensuring there is motivation developed to meet the

goals of the bank based on its values.

Innovation and Growth: Due to the creation of a culture that embraces ideas from
subordinates as well as recognizing employees’ submission of ideas, innovation at IBBL
has received a boost. Even in the present day, it has remained liberal as far as offering
facilities for the issuance of new Shariah-compliant products and services which has made
the bank expand and be more competitive in the Islamic banking industry. The bank has

managed to adapt its management from the agrarian conventional Islamic outlook to
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modernity by closely relating to banking improvement while deemphasizing values which

have not caught up with change (Habib, 2024).

Challenges: Despite having its advantages, including increased participation from the
employees, as well as creativity, the democratic leadership style has its drawbacks. Hence
the collective decision-making process may be characterized by slowness that although
may have its merits due to the coordination of a large number of employees may otherwise
be detrimental in the fast-paced and competitive environment of the banking industry. This
is because whilst the staff of the bank needs to be involved in decision-making processes
to foster equality and participation within the organization it should not compromise its
efficiency as it seeks to meet customers increasing needs and emerging market

opportunities ((Financial Express, 2024).

IBBL has maintained good leadership from 2019 to 2022; during this period, the bank has
been under the leadership of Mohammed Monirul Moula, who has acted as the Managing
Director and CEO of the bank. His leadership style has been defined by his devotion to
strict adherence to Shariah laws, measured and calculated business expansion, and the
creation of an accepting corporate culture. Since its operations began, the bank has under
his management and guidance greatly expanded its operations and operations profitability

despite the influences of the global economy (Financial Express, 2024).

Figure 6: Monirul Moula as New MD & CEO

(Financial Express, 2024)
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2.3.2 Human Resource Planning

2.3.2.1 Recruitment and Selection Process

Like other organizations, recruitment in IBBL also follows a certain process that creates
an opportunity to select the right and competent human resource who not only fit in
professional criteria but also have a strong commitment to Islamic shariah standards. The

process includes:

Job Announcements: Some of the methods used for advertising include the internet,

newspapers, specialized job sites and the bank site.

Selection: Prospective employees have to take several examinations, pass through several
interviews, and even go through Criminal Record Checks to make sure that they are fit for

the service and can meet high official and ethical requirements (IBBL Report, 2024).
2. 3. 2.2 Compensation System

IBBL has a high level of compensation package compared to its competitors by
international standards and at the same time, they have to adhere to Islamic banking and

financial system standards. This includes:

Basic Salary and Allowances: Existence of a contractual basic wage that is
complemented by other emoluments such as allowance for housing, transport, and medical

fees among others.

Profit-Sharing: As for them, IBBL provides a profit-sharing option since bonuses are

based on the amount of performance in the bank (IBBL Report, 2024).

Benefits: Other friendly policies involve medical options for the company’s workers,
prescription and pension schemes, as well as sponsoring the children's education fees of its

employees.
2. 3. 2. 3 Training and Development Infrastructures

The IBBL must ensure that proper focus is placed on employee training and development.

Key initiatives include:

Training Programs: These involve; The company offers training on Islamic banking,
finance, and ethics in a bid to continue updating employees’ knowledge on issues relating

to the industry.
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Professional Development: Opportunities for the acquisition of advanced certifications as
well as higher education are offered, which is usually in conjunction with leading

institutions in Islamic banking from all over the world.

Leadership Development: To develop the talent within the organisation, there are some
extra plans implemented especially to find out the potential leaders of the company (IBBL

Report, 2024).
2. 3. 2. 4 Performance Appraisal System

IBBL has a well-laid and established performance appraisal system that is free from bias
and is quite clear along with values such as Islamic ones being encompassed in the system.

It includes:

Regular Reviews: Annual appraisals are when the employee’s performance and

achievement on the job are evaluated, using both numeric and non-numeric standards.

Feedback Mechanism: In the case of the telecommunications company, a 360-degree
feedback system is used where the employee receives feedback from other employees

including those in his subordinates and over him.

Career Progression: By making the appraisal outcomes factor the next promotion, pay

raise and performance-based system, it enhances career development.
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2.5 Financial Performance and Accounting Practices

2.5.1 Liquidity Ratio

Trends from 2019 to 2022

NAME OF THE RATIOS 2019 2020 2021 2022

CURRENT RATIO 1.08 1.08 1.05 1.10
0.09 0.08

CASH RATIO 0.12 0.10

(Self Calculated and Generated)
General Patterns and Analysis

Current Ratio

The Current Ratio of Islami Bank Bangladesh remained relatively stable at around 1.08 in

both 2019 and 2020. This ratio dipped slightly to 1.05 in 2021, indicating a minor

fluctuation or imbalance during that period, possibly due to an increase in short-term

liabilities. However, the ratio improved to 1.10 in 2022, demonstrating the bank's recovery

and enhanced liquidity position.

(Self Calculated and Generated)
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A Current Ratio greater than 1 means that the bank has more current assets than current
liabilities which is good from the short-term perspective (Kieso et al., 2012). The slight
decline in 2021 might be due to one-off issues, for instance, higher short-term obligations
or changes in the fair value of assets. The recovery to 1. 10 in 2022 is a positive sign

meaning that the bank has enhanced its ability to meet its short-term liabilities.

The Current Ratio, which is relatively stable and is slightly increasing, proves effective
management of liquidity. This stability indicates that the bank can meet its short-term
obligations with its short-term resources which is a good sign of good health and a strong

capacity to manage its responsibilities (Tracy, 2012).
Cash Ratio

Declining Trend: The Cash Ratio of the bank shows a declining trend, decreasing from
0.12 in 2019 to 0.08 in 2022. This indicates a reduced immediate cash availability relative

to the bank's short-term liabilities over the period.

A Cash Ratio below 1 is expected for most banks because they use other forms of liquid
securities and funding avenues apart from cash. However the declining trend may indicate
that the bank’s near-term liquidity has reduced and this may be due to increased lending

operations or higher investments in non-cash resources (Tracy, 2012).

The Cash Ratio has reduced over the years which indicates that the company has a more
limited cash management system. This could potentially restrict the ability of the bank to
meet situations of large withdrawals or any other immediate cash requirements and
therefore has to rely on other forms of liquid securities or other quick sources of funds
(Kieso et al., 2012). It indicates a change in cash management policies or the enhancement

of the use of cash in other investment instruments.
Factors

Management Practices: Liquidity management strategies including cash flow forecasts
and business continuity planning help to manage the liquidity ratios and mitigate any
challenges affecting companies. Liquidity management is critical, particularly concerning

successful anticipation of when the bank may require cash to balance with or make further

payments.
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Asset and Liability Management (ALM): Even though the maturity of these assets and
the funds on the bank’s balance sheet cannot be altered independently, the bank’s
management affects key liquidity ratios deliberately. Since the issue of matching assets
with liabilities concerns the ability of a bank to meet short-term maturities without strain,

it is a key part of a company’s cash flow prospects (Kieso et al., 2012).

Operational Changes: Liquidity can also be impacted by the expansion of operations and
business, introduction of new products or strategic investment. Organizational growth
strategies may also call for extra working capital to facilitate functions and investment in

expansion projects (Tracy, 2012).
Liquidity Coverage Ratio (2019-2022)

Year High-Quality Liquid Assets Total Net Cash Liquidity Coverage Ratio

(HQLA) Flow (LCR)
2019 205,180 125,140 1.64
2020 215,130 130,110 1.65
2021 225,160 135,120 1.67
2022 235,200 140,150 1.68

(Self Calculated and Generated)
General Pattern: Liquidity Coverage Ratio (2019-2022)

From 2019 to 2022, Islami Bank Bangladesh’s Liquidity Coverage Ratio showed a steady
improvement, rising from 1.64 in 2019 to 1.68 in 2022. This gradual increase indicates an
enhancement in the bank’s ability to cover short-term obligations with high-quality liquid

assets over four years.
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Liquidity Coverage Ratio (LCR)

2019 2020 2021 2022

(Self Calculated and Generated)

An increase in the LCR means that the bank is improving its liquidity position since it
holds more high-quality liquid assets than the level required to meet the demand over the
next 30 days. I have realized that this improvement means that the firms can manage their
short-term liabilities more effectively without necessarily having to borrow funds (Kieso
et al., 2012). Largely, a compensated bank with a strong LCR is always in a better position
to manage through a period of financial stress or crisis. Holding a high LCR is important
for a bank as it means the bank is applying sound liquidity management strategies which is
useful to its stakeholders in building confidence in the bank’s financial stability(Elliott &
Elliott, 2019).

There could be several reasons for an observed increase in the LCR rate. On the internal
front, the bank could have fine-tuned some measures aimed at improving the quality and
level of liquidity management, such as holding a greater amount of both absolute and
relative liquid assets of higher quality (Tracy, 2012). The bank continues to incur
investments in technology and improving internal processes, some of which could have
provided the basis for better cash flow management, and therefore might have prevented
the need for a forced sale of the assets. On the outside, there might have been external
forces such as those brought about by the current Basel III rules to push the bank into

improving its liquidity levels. Extreme levels of liquidity may also have been due to
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factors such as stable interest rates and favourable market conditions that enable the bank

to retain a good liquidity stance (Kieso et al., 2012).

2.5.2 Solvency Ratio

YEAR

DEBT RATIO

DEBT TO EQUITY RATIO

2019

2020

2021

2022

General Pattern: Debt Ratio and Debt to Equity Ratio (2019-2022)

0.94

0.95

0.97

0.95

(Self Calculated and Generated)

16.07

17.57

18.16

19.09

From 2019 to 2022, Islami Bank Bangladesh exhibited a generally stable but slightly

increasing Debt Ratio, indicating that a substantial proportion of its assets were financed
by debt. The ratio remained stable from 2019 (0.945) to 2020 (0.949), saw a notable rise in
2021 (0.970), and then slightly decreased in 2022 (0.954). Concurrently, the Debt-to-
Equity Ratio showed a consistent upward trend from 16.07 in 2019 to 19.09 in 2022,

highlighting a growing reliance on debt relative to shareholder equity. This trend signifies

an increasing degree of financial leverage over the years.
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(Self Calculated and Generated)
Implications

The growth in the Debt to debt-equity ratio implies that the bank relied more on debt to
finance its operations, which can be perceived as the bank seeking to engage in an
aggressive growth strategy or having more financial obligations to meet. Higher leverage
improves return on equity, especially during periods of economic boon; however, it comes
at the cost of more equal sensitivity and relatively higher risk during downturns or higher
interest rates (Elliott & Elliott, 2019). The relatively high yet stable Debt Ratio indicates
that the bank relies on debt financing as its major form of financing, thus, suggesting that
it might encounter difficulties accessing more credit at similar or better terms than it
currently experiences now. Furthermore, the proportion of debt to assets could be a
problem since excessive borrowing could attract the attention of regulators, and credit
rating agencies or spark concerns among investors hence leading to expensive borrowing

as noticed from the figure above.
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(Self Calculated and Generated)
Possible Reasons

There might be internal and external reasons why firms rely on debt more in the later
periods. On the part of the firm, the strategic expansion of the lending portfolio and
making new investments aimed at strengthening growth prospects can lead to an increase
in the level of debt. While evaluating the strategic proposal of the bank for the year from
the annual reports, it is observed that the bank has been expanding its market share and has
been providing more diversified products, which may entail significant capital. Externally,
environmental factors which are macroeconomic factors, for instance, low-interest liberal
rates in the recent past might have made borrowing preferred compared to using equity
capital (Elliott & Elliott, 2019). Still, there are areas like other regulatory changes that
could threaten its position and the competition in the market could also compel it to
maintain high liquidity and hence resort to debt financing to ensure that it meets its

operational and strategic goals.
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Leverage Ratio (2019-2022)

Year Tier 1 Capital Total Assets Leverage Ratio
2019 46,152 997,429 4.63%
2020 49,613 1,141,493 4.35%
2021 52,561 1,209,451 4.34%
2022 55,162 1,363,442 4.04%

(Self Calculated and Generated)

General Pattern: Leverage Ratio (2019-2022)

From 2019 to 2022, the leverage ratio of Islami Bank Bangladesh showed a gradual
decline. Starting at 4.63% in 2019, it decreased to 4.35% in 2020 and 4.34% in 2021,
ending at 4.04% in 2022. This trend indicates that while Tier 1 Capital increased steadily,

the bank’s total assets grew at a faster rate, leading to a decreasing leverage ratio.

Implications

(Self Calculated and Generated)

A declining leverage ratio implies that the bank is in a weak position to make use of Tier 1

Capital to the total of its assets. This might mean having a more diverse base of assets, but
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it seems to point towards a decreased relative number of core capital buffers compared to
exposures in the context of Minsheng. It is noteworthy that for the stakeholders a lower
leverage ratio might be viewed as a negative factor and might pose doubts about the
bank’s ability to cope with the financial shocks by relying solely on the core capital

(Elliott & Elliott, 2019).
Possible Reasons

It was possible to observe a decrease in the leverage ratio, and several factors may have
affected it. The bank might have used aggressive growth strategies in the year under
analysis; this means that expansion strategies such as establishing operations in new
geographical areas or new areas of business created total assets that grew at a faster rate
than Tier 1 Capital. These changes could also have affected the composition of Tier 1
Capital of total assets. Furthermore, the way the bank has managed its capital, control and
regulation through measures such as dividend pay-outs or reinvestment might have

influenced the Tier 1 Capital growth rate (Elliott & Elliott, 2019).

2.5.3 Efficiency Ratio

Year Efficiency Ratio
2019 0.183
2020 0.176
2021 0.176
2022 0.177

(Self Calculated and Generated)

General Pattern: Efficiency Ratio (2019-2022)

From 2019 to 2022, Islami Bank Bangladesh’s Efficiency Ratio demonstrated a stable
trend with a slight decrease from 0.183 in 2019 to approximately 0.177 in 2022. This
slight decline suggests marginal improvements in the bank’s operational efficiency over

the four years.
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(Self Calculated and Generated)
Implications

The Efficiency Ratio is the essence of how well a bank can manage its non-interest
expenses within the context of its revenues. A lower figure means that the variable is more
efficiently managed which makes it that the bank can control its expenditure about its
revenues. From the 2019 to 2022 figures, it can be seen that the non-interest expenses have
also been slightly improving which indicates the bank has been able to maintain the non-
interest expense to total operating expense ratio constant despite the possibility to see the
rise in the operational cost in the future period. This stability in efficiency is a positive

aspect as it reveals the bank’s capacity to maintain its profitability and efficiency level.
Possible Reasons

Some plausible factors may have caused the above trend in the Efficiency Ratio. Based on
some assumptions, Islami Bank Bangladesh may be operating successfully with cost
control measures and efficiency measures for controlling the non-interest expenses
internally. One might expect that operational costs could have been adjusted by investing
in technological solutions, automation, or improvements in the process. Externally, a
favourable economic environment and regulatory support might have eased the process of
revenue generation for the bank, making it possible for it to safeguard its profits despite

the rising costs that pushed the Efficiency Ratio up. The yearly results suggest an
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increased focus on the digital banking segment and cost-saving efforts, which may have

contributed to the companies’ efficiency (Elliott & Elliott, 2019).

2.5.4 DuPont Ratios Calculation (2019-2022)
Here's the table summarizing the DuPont ratios for Islami Bank Bangladesh from 2019 to

2022:

Year |[Net Income Margin Asset Turnover Equity Multiplier [ROE
2019 1|0.0741 0.0822 17.00 10.35%
2020 {|0.0500 0.0745 18.52 6.90%
2021 1|0.0509 0.0727 18.73 6.92%
2022 1|0.0478 0.0660 20.01 6.30%

(Self Calculated and Generated)
General Patterns

From 2019 to 2022, Islami Bank Bangladesh experienced a significant decline in its
Return on Equity (ROE), falling from 10.35% in 2019 to 6.30% in 2022. This downward
trend was driven by reductions in both Net Income Margin and Asset Turnover, partially

offset by an increase in the Equity Multiplier.

e Net Income Margin: Decreased from 7.41% in 2019 to 4.78% in 2022, indicating

reduced profitability per unit of revenue.

e Asset Turnover: Decreased from 8.22% in 2019 to 6.60% in 2022, suggesting a

decline in the efficiency of using assets to generate revenue.

o Equity Multiplier: Increased from 17.00 in 2019 to 20.01 in 2022, reflecting higher

financial leverage as the bank relied more on debt to finance its assets.
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Implications for the Company

A lower ROE also suggests a lesser return on the investment made through shareholders’
equity, which already impacts investor confidence and their willingness to support the
bank by investing more. This decline is evident in the net income margin reduced and
asset turnover ratio which indicates that the efficiency in utilization of assets was a
problem as it could not achieve the desired profit per dollar of asset employed (Robinson

etal., 2012).

Therefore, a high and rising equity multiplier concludes that the bank has been incurring
more debts and thus facing more financial risks. While high leverage appears to provide
benefits where there is growth, it puts entailing risks when there is a decline or mainly

when there are financial problems (Robinson et al., 2012).
Controlling and Influencing Elements Particular to Islami Bank Bangladesh
Internal Factors

Operational Efficiency: The following areas of analysis suggest the possible inefficiency
in the management of the assets by the bank which triggers a reduced asset turnover ratio:
This can be due to inappropriate usage of resources, or lack of efficient strategies in
controlling costs. The failure to match the growth of the bank could mean that while trying
to improve operational efficiency and the implementation of technology systems and

processes, the organization may have fallen behind.

Cost Management: Higher non-interest expenses represent an elevation in operating
costs. For instance, rising costs from salaries, infrastructure, and investment expenses have
estimated depressed profitability measures (Robinson et al., 2012). The measured growth
of the centre’s costs can also be explained by the intensified development of the branch
network, which might post higher costs before recording revenues, as well as the bank’s

advances in digital banking.
External Factors

Economic Conditions: The following characteristics might have influenced the banking
organisation’s TCF, especially due to the economic conditions of the year 2020 due to the
COVID-19 pandemic. Economic downsizing, increased figures of loan losses and

decreased frequency of clients turning to banks for services partly explained diminished
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net income margins. Also, the inflation rate and the changing interest regime affected the

cost of funds and the rates of borrowing in the bank.

Regulatory Environment: Implementation of regulations across the globe such as the
Basel III regulation meant that the bank had to have more capital in its balance sheet hence
decreasing its profitability and certain financials. For instance, strict measures on the
quality of assets and risk management advisory resulted in increased provisioning for

nonperforming loans, a culprit in the decline of net income (Robinson et al., 2012).

Market Conditions: Competitive pressure within the banking hem positioned the nature
of interest rates on both loans and deposits and had an impact on the net interest margin of
this bank and its performance. The increase in the number of players in the financial
industry and the expansion of other players apart from the banking institutions equally

enhanced competition and affected the revenue prospects and market share.

2.5.5 Bank-Specific Analysis
Net Interest Margin (NIM)

Year Interest Income Interest Expense Total Assets Net Interest
(BDT billion) (BDT billion) (BDT billion) Margin (NIM)

2019 75.681 65.172 1,177.20 0.89%

2020 78.359 68.107 1,276.02 0.80%

2021 81.045 70.422 1,375.46 0.77%

2022 84.213 72.963 1,472.00 0.76%

(Self Calculated and Generated)
Analysis

It is quite clear that till 2022, the Net Interest Margin (NIM) for Islami Bank Bangladesh
PLC has experienced a negative tendency and dropped from the figure of 2019. This
implies that the bank’s efficiency in its earning assets and its cost of interest in the period
has slightly declined. Yet, the amounts of total assets and interest income have also grown
over the years, and so has the corresponding interest expense which has contributed to a

steady decline in NIM. This may affect the overall profitability of the bank and reopen
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strategies to either better control the expenses incurred on interest or even look at other

avenues of increasing the income.

(Self Calculated and Generated)
Possible Reasons for the Decline in Net Interest Margin (NIM)
Increasing Interest Expense:

The interest expense of Islami Bank Bangladesh PLC has increased over the years from
BDT 65.172 billion in 2019 to BDT 72.963 billion in 2022. This increase in interest
expense is possibly due to the higher cost of funds, including increased rates on deposits to

attract customers or retain existing depositors (Menicucci & Paolucci, 2016).
Asset Growth Outpacing Income Growth:

While the total assets of the bank have grown significantly, from BDT 1,177.20 billion in
2019 to BDT 1,472.00 billion in 2022, the growth in interest income has not kept pace
proportionately. This discrepancy suggests that the bank's new assets may be generating
lower yields compared to the existing assets, contributing to the decline in NIM

(Menicucci & Paolucci, 2016).
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Regulatory Changes and Economic Conditions:

Socio-political change and macroeconomic factors such as monetary policies by the
central bank might have affected the bank’s capacity to sustain higher interest margins.
Also, the lockdown and its aftermath following the COVID-19 breakout in the calendar
year 2020 may have cut down the borrowing requirement of the borrowers and loan

demand, coupled with a decline in interest rates.
Implications for Islami Bank Bangladesh PL.C
Profitability Challenges:

This directly reduces the bank’s profitability since it measures the difference between the
interest earned on loans and the interest paid on deposits, known as NIM. When the
difference between the interest earned on assets and that paid on the liabilities is narrowed
down, the net interest income of the bank declines and hence may slightly cut the gross
income of the banking firm. This may require the bank to diversify its sources of income
or decide to adopt measures that will help it minimize its expenses in order to achieve the

desired level of profitability.
Investment and Strategic Decisions:

The bank may have to rethink its investment philosophy and work to achieve higher levels
of interest income by investing in assets with better yields. This could be viewed as
potentially viable strategies to offset the decline in NIM: diverting the asset portfolio,
increasing the focus on the sectors that offer higher returns, or entering new geographic

markets.
Cost Management:

When there is downward pressure on the realization of NIM, effective cost control
becomes imperative. The bank may use strict cost containment strategies, and improve its
structural and production efficiency to minimize overhead expenses. This could be
advantageous in reducing interest margins and have a less severe effect on the financial

status of the bank (Menicucci & Paolucci, 2016).
Risk Management:

In order to minimize realized potential risks that may emanate from interest margins that

are on the lower side the following is recommended The bank may improve on its risk
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management. This might include ensuring that more effective credit checks are carried out
to avert high levels of NPLs and, improving on the liquidity management to provide for

adequate funds, without compromising for profitability.
CET]1 Capital Analysis

Year CETI1 Capital (BDT Risk-weighted assets (BDT CET1

billion) billion) Ratio
2019 34.15 510.20 6.69%
2020 36.50 540.60 6.75%
2021 38.20 570.30 6.70%
2022 40.00 600.00 6.67%

(Self Calculated and Generated)
Possible Implications for Islami Bank Bangladesh PLC

The CETI ratio is a critical indicator of a bank's financial strength and stability
(Menicucci & Paolucci, 2016). For Islami Bank Bangladesh PLC, the CETI ratio has
remained relatively stable from 2019 to 2022, fluctuating between 6.67% and 6.75%. This
stability shows that the bank has kept a good stock of quality capital recognized by its
risk-weight assets in order to be in a position to protect it from a certain amount of losses
and be able to protect deposits. A stable CET1 ratio could enhance the confidence of
investors and customers hence improving deposits and investments. However, a ratio in
the stated range is low compared to other countries showing that the bank may require a
higher CET1 capital to provide more shock absorber should the economy dip or there is a

financial crisis.
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(Self Calculated and Generated)
Possible Reasons for the CET1 Ratio Levels

Several factors could explain the relatively stable yet low CETI ratio for Islami Bank

Bangladesh PLC:

Regulatory Requirements: The bank may be aiming at maintaining CET1 as a
proportion of the Risk Weighted Asset that is in parity with the minimum requirements set
by the Bangladesh Bank. These requirements set levels of the minimum amount of capital

that banks should retain and in turn the CET1 ratio.

Asset Growth and Risk Management: The tabulation of risk-weighted assets also shows
that some of the activities of the bank such as lending and investment have been growing
over the years. As growth is positive, more capital is required to fund the enhanced risk
dealings with the increase in sales. The mark on risk prescribed by the bank’s risk
management policy and the character of the credit portfolio or in other words, risky credits
directly influence the risk-safeguarded assets and therefore the true CET1 ratio (Menicucci

& Paolucci, 2016).
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Capital Retention and Profitability: CET1 capital includes the amount that the bank has
earned and has been retained to ensure that it has adequate capital to meet future demands.
The net income figures mentioned above are relatively small and therefore, the growth of
CET]1 capital from retained profits may prove difficult, especially in large measures. This
explains the importance of communicating policies aimed at increasing effective

profitability to improve capital protection measures (Menicucci & Paolucci, 2016).

2.6 Operations Management and Information System Practices

2.6.1 Information Systems Utilization

Data Collection and Processing: The data collection form shows that Islami Bank
Bangladesh PLC (IBBPLC) implemented several information systems to collect, store and
process the data. A network connectivity map of the bank has been developed with the
internet connectivity sites/branches at 676 numbers comprised of branches sub-branches,
ATM booths LAN at 54 numbers of location/branch. They include systems that are used to
collect and process the data in real time to enable efficient and accurate banking

transactions within the bank (Islami Bank , 2024).

Core Banking System (CBS): The IBBPLC bank utilizes a Centralized Core Banking
System known as the electronic Integrated Banking System (IBS), which was developed
and implemented internally. This is a centralized system that embraces all Banking
modules such as General Banking, Investment, Foreign Exchange, etc., and operates in all
the branches and sub-branches (Islami Bank , 2024). It is for this reason that the eIBS
system provides an efficient way of processing and executing operations without much

hindrance.

Digital Banking and Mobile Applications: Several digital solutions have however been
established by the bank to improve the delivery of its services. The “connect2bank”
corporate iBanking module enables clients to conduct bulk transactions such as salary
transfers, bill payments etc. from their office or home through a live internet connection.
The “RDS Collection App” allow field officers to enter money collected which reduces
the existing gap between the actual collection and entry into the system. Furthermore,
through the 'Personal Retail Account’ (PRA), which is a consolidated account opening and
mobile application-based product service, customers are enabled to engage in business

transactions.
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2. 6. 2 Database and Office Management Software

Database Management: Some of the information and record-keeping systems used by
IBBPLC include its eIBS core banking applications package. This software has been
designed to adapt to banking transaction needs in terms of data consistency and privacy.
The bank also utilizes a central data processing centre to duplicate the branches’

transactions to ensure sound data business continuity management (Islami Bank, 2024).

Office Management Software: Some of the locally developed applications installed in
the bank include: The bank has several in-house applications to perform general and
specific office, operational requirements. For example, the Centralized Investment
Proposal Processing System (CIPPS), an Ontario government initiative, facilitates the
automation, throughout the life cycle of investment proposals throughout the Ontario
government and a wide variety of ministries and agencies. Transaction processing in the
foreign trade module back-office system includes handling foreign transactions through

nostro and FC clearing accounts while providing regulatory reporting.
2.6.3 Quality Management

Information Security and Risk Management: IBBPLC complies with the best
information security and risk management practices using ISO27001 (ISMS) and PCI
DSS. The company has its Information Security & Risk Management Division responsible
for implementing the information security framework to protect the confidentiality,
integrity, and availability of various information. Key achievements include
ISO27001:2013 certification, utilizing cyber security awareness programs, and

centralizing the management of anti-malware software.

Operational Risk Management: The bank carries out ICT self-assessments for the
supervisory review as a part of the Basel-III framework regulations and prepares reports to
the Bangladesh Bank on compliance with various regulations. These practices help to
attain the enhancement of the operational quality of the business and manage risks

efficiently (Islami Bank, 2024).
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2. 6. 4 Scheduling, And Resources Allocation

Scheduling: This scheduling leaned on its digital platforms leading to the core scheduling
functions for the banking and transaction processing unit of IBBPLC. Internet and mobile
banking allow easy and convenient real-time appointments of the customers’ and financial

needs thus making work easier (Annual Data, 2024).

Resource Allocation: The bank utilises different software applications concerning the
management of the available resources. As we have seen in CBS and CIPPS the use of
financial and human resources is also maximized. ISRM continually makes sure that the

resources are allocated, to sustain and even improve, information security measures.

2. 6. 5 Operations Management

Digital Banking Integration: Digital banking has been acclaimed to boost the
management of operations within IBBPLC. Cellfin of IBBPLC revolves around banking
and provides its clients with an extensive portfolio of services, including digital banking.
They used this digital transformation efficiently for operation management as well as

customer service.

Risk Management: In 2023, IBBPLC took proactive steps to ensure that risk
management practices within its operations were as stringent as possible. The strategies of
the bank aimed at balancing maximizing organizational revenues, controlling information
and communication technology usage, enhanced and effective liquidity management,
building the capital base, efficient governance, and risk management business and
financial planning. These measures facilitate the management of operations and the

sustainably of the activities implemented by the bank (Annual Data, 2024).
Accounting Disclosures of Islami Bank Bangladesh PLC

Auditor’s Fees: This has been presented in the annual report, most especially in the
disclosure of fees paid to auditors. The other category includes the fee charged for the
audit of the financial statements as well as the fee charged for other services provided in a
given financial period including advisory services on taxes and other consultancy services.
These costs are made available clearly, thereby bringing out the nature of the charges

between the bank and those carrying out the audits.
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Depreciation and Amortization: Details of amounts of depreciation and amortization for
each category of assets described in note 4 of Islami Bank Bangladesh PLC are given

below. This includes:

¢ Buildings

e Furniture and fixtures

e Computers and IT equipment
e Vehicles

e Intangible assets

This is not arbitrary in that the following system is adopted by the bank in order to
calculate the depreciation of assets Carefully The bank applies a systematic and standard
method of writing off its assets Writing off a non—fixed asset like a computer as proposed

by the bank, is done following the accounting standards (Annual Data, 2024).

Provisions: There are specific provisions for certain liabilities for the bank as captured

below:

e Income tax provisions
e Accrued expenses

e Impairment of assets, loss on disposal and other provisions

These provisions are provided as per regulatory provisions and in Troika’s endeavour to

maintain a conservative business policy towards financial management.

Revaluation Reserves: The revaluation reserves are also highlighted in the disclosure
checklist together with other components of the annual report. This is undertaken by
adopting techniques such as the revaluation of fixed assets for instance land, buildings and
securities. The changes that occur in the year are well explained and reflect changes in

values and the situation of the bank.

Compliance with Shariah Law: As to the Islami Bank Bangladesh PLC, compliance
with Shariah standards is one of the fundamental principles due to its Islamic identity. The
bank provides detailed disclosures on how it adheres to Islamic banking guidelines,

including:

e The prohibition of interest (Riba)

e Participation in the schemes of profit and loss-bearing

49



e Ensuring that all financial products and services comply with Islamic law
e The Shariah Supervisory Committee oversees these activities, and their fees and

expenses are also disclosed in the financial statements (Annual Data, 2024).

Additional Disclosures: Due to the analysis of other aspects the bank provides the

following details of the overall transparency:

e Detailed breakdown of operating expenses including salaries, allowances, and
other administrative expenses

e Information on off-balance-sheet items and contingent liabilities

These disclosures therefore provide adequate information to the users that Islami Bank
Bangladesh PLC is financially sound and has strong operations management. These
detailed accounting disclosures in the current situation indicate the bank’s compliance

with the accounts' regulations and materials.
Core Accounting Principles
The company adheres to several core accounting principles, including:

Historical Cost Convention: Historical cost convention is used in financial statements
and it refers to the acquisition cost of the assets and the amount that the actual liabilities

have been taken for.

Consistency: The policies adopted in the preparation of the accounting records are the

same of the past year and have been properly followed.

Going Concern: This means that financial statements are prepared in going concern
format, suggesting that the company has the necessary resources it shall use to continue to

operate in the future (Annual Data, 2024).
Method of Accounting

First of all, the company operates using the accrual basis of accounting. Under this method
revenue and expenses are accrued and recognized when they occur, it does not matter
whether cash has been received at that time or not. Various of the financial statements,

except the cash flow information, are prepared under this method.
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Accounting Cycle
The accounting cycle followed by the company involves several key steps, including:

e Recording Transactions: The financial transactions are well documented to prove
their authenticity.

e Posting to Ledger Accounts: Ledgers are accounts where transactions are recorded
according to their nature.

e Preparation of Trial Balance: Normally, at the end of an accounting period, the
total of the debit column in the ledger accounts is tallied to ascertain if it equals the
total of the credit column in the same ledger accounts.

e Adjusting Entries: Accrued and deferred items are the main entries that create the
need for adjusting entries.

¢ Financial Statements Preparation: The company’s financial statements are framed
following the provisions laid by the International Financial Reporting Standards
(IFRS) as well as the International Accounting Standards (IAS).

e Closing Entries: These are post-closing entries that are prepared to close the

temporary accounts and transfer amounts to the permanent accounts (Annual Data,

2024).
Depreciation Methods

The company has several ways of computing depreciation depending on its class of

property or plant. The methods and rates are:

Reducing Balance Method (RBM): They are used in buildings, furniture and fixtures,
and in mechanical appliances in which they vary in this rate such as buildings rate at 2.
5%, furniture and fixtures rate at 5-10 % and mechanical appliances at 20% (Annual Data,

2024).

Straight-Line Method (SLM): Specifically applicable to motor vehicles and computers
with the initial rates starting from 16. 67% to 25% (Annual Data, 2024).
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2.7 Industry and Competitive Analysis

2.7.1 Porter's Five Forces Analysis

As in many other businesses, Porter’s Five Forces model is useful for predicting and
evaluating the competition in the industry. For the case of Islami Bank Bangladesh PLC
(IBBL), the analysis above enables him/her to gauge some of the dynamics within the
Bangladeshi banking sector. The details of Porter’s Five Forces Analysis are added to

the appendix section due to word constraints.
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Force

Threat of New

Entrants

Bargaining Power of

Suppliers

Bargaining Power of

Buyers

Threat of Substitutes

Industry Rivalry

Details

Moderate threat due to legal restraints (licensing and high capital
adequacy ratios by Bangladesh Bank).

Relaxation in regulations and emergence of new specialized financial
companies.

Brand loyalty of IBBL is a significant barrier for new entrants.

Low threat as individual depositors and capital providers have limited
bargaining power.

Multiple funding sources (interbank markets, international financial
institutions) reduce dependency on specific suppliers.

57 Scheduled Banks in Bangladesh as of 2023 indicate diverse funding
options.

High risk due to the vast number of banking options available to
consumers.

Low switching costs encourage customers to move between banks for
better rates and services.

Financial comparison websites and digital banking platforms increase
buyer power by providing easy rate and service comparisons.

High to medium threat from FinTech firms and mobile financial services
(e.g., bKash, Nagad) offering convenient alternatives.

Microfinance institutions (e.g., Grameen Bank, ASA) provide credit
facilities similar to traditional bank loans.

IBBL's Shariah-compliant products offer a unique advantage.

High competition from major players like Standard Chartered Bank, City Bank,
Dutch-Bangla Bank, HSBC.

Intense competition for customer patronage through high interest rates, efficient

services

Digital

, and product differentiation.

transformation has intensified competition by enhancing service

delivery.

Figure 7: Porter’s Five Forces Analysis

Self-Generated

Source: (Yesmine et al., 2022) and (Ahamed, 2020)
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2.7.2 SWOT Analysis and Strategic Considerations

SWOT analysis is an efficient tool to understand the current position of Islami Bank
Bangladesh PLC and its key strengths and weaknesses as well as the major opportunities
and threats prevailing in its external environment. The detailed SWOT analysis is

attached in the appendix.

Category Details

Strengths + Well-established brand and market position since 1983.
e Compliance with Shariah law attracts a dedicated customer base.

« Extensive network: 360+ branches, 180 sub-branches, and 13,003 agent

banking points.
e Diverse and simple financial products (e.g., Mudaraba, Musharaka,
Murabaha).
Weaknesses « Declining profitability trends affecting investor confidence and growth
prospects.

o Low Return on Assets (ROA) and Return on Equity (ROE) indicating
inefficient resource utilization.
« High operating expenses due to extensive branch network and technology
investments.
Opportunities e Digital transformation, including mobile and internet banking, to attract
tech-savvy users and reduce costs.
e Large unbanked population in Bangladesh provides growth potential
through agent banking and microfinancing.
e Economic growth prospects for corporate and SME banking.
Threats » Regulatory changes affecting capital adequacy and Shariah compliance.
« Intense competition from local and foreign banks.
e Economic risks such as instability, inflation, and exchange rate

fluctuations impacting loan quality and asset values.

Implications & e Need for operational efficiency and cost management to improve

Strategic profitability.

Considerations e Emphasis on digital transformation and financial inclusion as growth
opportunities.

e Investment in technology and digital banking to enhance customer
experience.

« Expansion through agent banking and microfinance services.

e Focus on improving low-performing areas and mitigating threats for

sustainable growth.

Figure 8: SWOT Analysis
Self-Generated

Source: (Yesmine et al., 2022) and (Ahamed, 2020)
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2. 8 Summary

Islami Bank Bangladesh PLC (IBBL) has been profiled in Chapter 2 in its totality
incorporating the details about organization and operation management, business level and
corporate level strategies, financial and operational performance, and competitive
advantage. The chapter commences with the background of the IBBL: established in 1983
and its mission aims at encouraging Islamic banking. A brief description of the industry
and IBBL provides knowledge about its network capacity and its products like; Mudaraba

Savings Accounts & Ijarah Leasing.

In the financial performance analysis, an attempt is made to analyse and compare the
financial ratios of IBBL for 2019-2022 years to measure its liquidity, solvency, efficiency,
profitability, and leverage. The more detailed aspect of the analysis involves the bank-
level ratios such as the CET]1 ratio and Net Interest Margin. The report of the review of
accounting practices also shows that the company complied with basic accounting

requirements and employed the accrual accounting method.

Porter’s five force model analysis used in the industry analysis in this research established
that there are moderate to high threats to competition in most areas due to increased
competitiveness and changes in regulatory measures. The organization’s internal
environment evaluated with the SWOT analysis reveals the key advantages that may
produce positive impacts on the organization; however, it also indicates some of the
drawbacks that can impair the organization’s operations, including the Instability of
Business Profitability. The opportunities of digitalisation, as well as threats from changes

to regulation or economic cycles, are also highlighted.
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2.9 Recommendations

Based on the ratio analysis and overall evaluation, the following recommendations are

proposed for IBBL:

Enhance Digital Transformation: It is expected that the overall performance of IBBL
will benefit from improved customer services with digital banking solutions. This will
assist in marketing to technologically literate clients and at the same time cutting some

costs (Ahamed, 2020).

Cost Optimization: Improving operating motives is another way through which high
operating costs can be addressed, for instance, through integrating more technology into
the company’s operations that will undoubtedly help to make the business more profitable.
From the overall performances reflected in the financial statements of IBBL, an indication
of focus on cost optimization strategy is preferred for improvement of the financial

performances.

Customer-Centric Approach: Based on the analysis of the bargaining power of buyers, it
can be stated that this is a high value, and it is necessary for IBBL to focus on the
implementation of various customer-oriented activities. Another misfortune that has
affected the growth of the banking industry is the low market retention strategies such as
offering customized services and reasonable interest rates to attract and maintain new and

old clients respectively (Elliott & Elliott, 2019).

Expand Financial Inclusion: The use of agent banking and microfinance services as a
growth tool capable of boosting the financial inclusion process can tap into the banked
community. This will also benefit IBBL in terms of market penetration and improved
market share as well. This will also benefit IBBL in terms of market penetration and

improved market share as well.

Risk Management: Risk management skills have marked improvements as an important
way of avoiding the effects of new regulations and economic fluctuations. They include,
within the framework of compliance issues, the constant revision of compliance measures

and the timely economic modelling (Elliott & Elliott, 2019).

Thus, having incorporated these recommendations, IBBL may further bolster its
competitive stance, and stabilise and boost its financial outcomes in a complex and

turbulent banking milieu to pursue the avenue of sustainable development.
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Chapter 03

3.1 Introduction

3.1.1 Background/Literature Review

Export financing refers to the funding of export transactions whereby sellers provide credit
to their buyers or directly fund the purchases of exports to be made. In the context of the
subject area of the study, Bangladesh is one of the most export-dependent countries in the
South Asian region, efficient export financing thus holds a great deal of importance. This
section will look at the existing literature on export financing management practices, the
export financing strategies that are adopted, and the overall state of affairs in the banking

industry in Bangladesh.
Export Financing Management Process

Export financing management entails steps which include the evaluation of the exporter’s
creditworthiness; approving the financing; supplying the exporter with cash before
repayment begins and monitoring the financing. From Islam and Zaman, (2019), the
current risk assessment often involves an initial assessment of the exporter’s contractual
capacity, a measure often undertaken to identify potentially suitable counterparties who
are capable of meeting contractual obligations. Banks also provide different forms of
financing including pre-shipment financing and post-shipment financing which are

customized to fit the needs of the exporters.

Some of the types of pre-shipment financing include working capital facilities, packing
credits, and export bills which help meet the funding need for products that are intended
for export (Hossain & Uddin, 2020). Post-shipment finance, by contrast, pertains to funds
required after goods have been shipped; they include bill discounting, export factoring,
and forfeiting. They help guarantee that exporters receive their payment immediately,

eliminating a concern of the buyer, failure to pay as agreed (Khan, 2021).
Strategies in Export Financing

Export financing presents several dynamics and in using it effectively to enhance exports,
several key areas must be considered namely; product differentiation, risk management
and compliance with the law. According to Rahman and Hasan (2018), organised
reformist Bayesian bodies of Bangladeshi banks include dynamic innovative financing

products to advance as a structure trade finance which is an effective combination of
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various risky financial instruments to accord exporters complete solutions. Also, there is
the adoption of trade credit insurance and export credit guarantees have also emerged
owing to the fact that they assist banks in managing risks that accrue from international

business (Ahmed, 2020).

The second major approach concerns partnerships with global financial organizations. A
large number of Bangladeshi banks have joined with Exim Bank of USA, ADB and IFC to
obtain low-cost funds and expertise. These partnerships help the banks strengthen

operations to provide exporters with affordable financing services (Karim, 2021).
Current Situation in the Banking Industry of Bangladesh

Bangladesh’s banking sector holds a very crucial position in the country’s export business,
especially in the textile and garments business which contributes significantly to exports in
the country. Nevertheless, the export financing sector is hampered by several factors that

act as challenges to the sector.

The study conducted by Alam & Jahan (2022) reveals some of the challenges including
the inability to access and fund long-term financing solutions and the high costs of
borrowing. This problem is most salient for SMEs that face significant challenges when
providing the high-quality security standards demanded by banking institutions. Also, the
stability factor is one of the strong pillars within the country because the governing bodies
maintain a strict regulatory performance, but such protection sometimes poses

bureaucratic challenges that slow down financing (Chowdhury, 2021).

Fickle trends in the global economy therefore ring alarm bells for the export industry in
Bangladesh. In today’s globalised world, the COVID-19 pandemic negatively affects
international trade by reducing export earnings while it has an adverse impact on
increasing Non-Performing Loans (NPLs) in the banking system (Mahmud & Akhter,
2021). As such, current credit provisions for the formulation of export finance have again
become tight, thus making the availability of export financing a daunting issue for the

banking sector(Wing, 2024).
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Gross NPL ratio of banks in Bangladesh
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Figure 9: Gross NPL Ratio in Bangladesh

(Wing, 2024)

Nonetheless, there are several indications of change. The recent policy of the government
of Bangladesh is Export Policy 2021-2024 to increase export competitiveness with some
monetary incentives and infrastructure support for exporters (Export Policy 2021-2024,
2021). Moreover, there are expectations that ongoing innovations most notably in the
areas of digital banking & Fintech will help standardize export financing processes to

become more convenient and available to exporters (Wing, 2024).
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3.1.2 Objective(s)
Aim
The purpose of this research study is to provide an overall evaluation of the export

financing management of Islamic Bank PLC and to cover a period starting from the year

2019 up to 2022. The specific objectives of this research are:
Objectives

1) To assess the efficiency of the export financing products and services by Islamic

Bank PLC from the fiscal year 2019-2022.

e This objective would entail evaluating the range, availability and openness of

funding choices offered to exporters by Islamic Bank PLC.

2) To examine how the export financing strategies of Islamic Bank PLC are

benefiting Bangladeshi exporters.

e This tangible objective links to assessing the impact of the bank’s strategies,
including those in areas of risk management, and partnerships on the growth of

exporters.

3) To identify the challenges and prospects of Islamic Bank PLC while it was

managing export financing.

e This objective revolves around finding out the various factors that have influenced
export financing by the bank in question with regard to economic shocks, changes

in laws, and trends brought about by the diffusion of technologies.

3.1.3 Significance

The purpose of this study stems from the fact that it can possibly reveal crucial
information about the export financing process of one of the largest known financial
institutions in Bangladesh. Thus, while comparing the given case of Islamic Bank PLC
export financing with the current model, this research shall identify the objectives of the
new system and understand the limitations of the prevailing system. The implications of
the findings are useful in enabling policymakers, accredited financial institutions, and
exporters to review export financing and implement strategies with higher efficiency and
effectiveness. Also, the study covers the period from 2019-2022, which is very crucial in

today’s world, and the information procured can assist the different stakeholders in
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planning how to undertake business in the post-pandemic and any future economic

conditions.

3.2 Methodology

This research adopts a qualitative case study research method that involves the systematic
collection, analysis, and interpretation of secondary data in identifying and describing the
export financing management of Islamic Bank PLC. The methodology involves the

following steps: The methodology involves the following steps:
Data Collection:

The major data sources in this research include the annual reports of the Islamic Bank PLC
for the years 2019 and 2020 up to 2022. These reports offer detailed information in
relation to the bank’s financial analysis, its export financing offering, planning, and
policies and procedures concerning risk. Further secondary data shall be gathered from
Bangladeshi news websites and financial and academic papers that outline the practice of
export financing in Bangladesh with a special emphasis on export financing by Islamic

Bank PLC.
Data Analysis:

Based on these guidelines, a thematic analysis of the findings will then be made with the
aim of determining thematic aspects and patterns of the Islamic Bank PLC’s export
financing. It also looks into the bank product and provides the strategic plan within the

defined study period and the challenges or opportunities that may have faced the bank.
Interpretation and Reporting:

The conclusions will be made with reference to the specific goals of the study with a view
to enhancing collective understanding of the outcomes, benefits and issues faced by
Islamic Bank PLC in export financing. The findings shall be presented in a format that
follows the research objectives, together with recommendations for the improvement of

export financing procedures in future.
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3.3 Findings and Analysis

3.3.1 Overview of Export Financing Products and Services and Its Existing
Strategy for Export Financing by Islami Bank Bangladesh PLC

The products and services offered by Islami Bank Bangladesh PLC in the context of
export financing and risk mitigation and mitigation instruments include pre-shipment
finance (Murabaha, Istisna), post-shipment finance (Wakala, Musharaka) etc. These
products are commercially accessible with the aim of satisfying numerous exporters by

extending the required capital as per the process of exporting.

Figure 10: Key Indicators of Islamic Banking
(TBS, 2024)

Product and Service Offering: Export financing is another major area of credit
operations of IBBL and exporters avail the variety of shariah-compliant export finance
products of the bank. Some of these products include financing before shipment which
entails Murabaha and Istisna and financing after shipment, by means of Wakala and
Musharaka. The Baimuazzal (Export) product enables the clients to buy various types of

goods and services such as materials, finished products, and others while payment will be
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made at an agreed later date (Islami Bank, 2024). This choice of products guarantees ready
fund requirements at different strata of exporting schedule and contributes to efficient

export trade exercise.

Documentation and Compliance: IBBL has paid ample concern to Shari’ah compliance
and to international trading standards in light of the documentation and compliance
procedures that it has accentuated. The documents that may be involved in the Baimuazzal
(Export) financing include D. P. Notes, Baimuazzal Agreements, Letters of Hypothecation
etc. These are essential documents which ensure relative transparency and Legal
Compliance in the operation of the bank and the protection of its clients’ interests (Islami
Bank, 2024). Since the recording of all the transactions is effectively undertaken, IBBL

reduces the likelihood of legal vicinities while preserving the quality of financing.

Risk Management and Insurance: Measures to control the risks of export financing: In
export financing, so as to avoid certain risks that are inherent with the export financing,
IBBL has set a condition that the clients shall either provide an insurance policy for the
sale price of the export goods or guarantees. This measure offends the possibility of the
bank and the clients facing a total loss at some point in time. Also, the payment structure is
effective since the bank has adequate measures to ensure that it recovers unpaid dues. For
example, when export receipts are earned in the future, the bank is able to buy foreign
exchange to honour its payment essential with respect to international suppliers (Islami
Bank, 2024). Procedures for prompt recovery of dues are also followed strictly to evacuate

the risk of defaults and thus the risk management and control mechanisms are well beefed
up.

Incentive Ultilization: Various government incentives are used by IBBL in order to
increase the financial sustainability of the export financing products offered by the bank.
Some of them are concessive interest rates on both conventional and non-conventional
export items, drawback of duty and export performance. It needs to be noted that the
Export Credit Guarantee Scheme (ECG) gives an added assurance of the commercial and
political risks that are pertinent to the export business. These incentives prove that IBBL’s
financing solutions are considerably competitive and able to attract and maintain clients’
attention and engage in contributing to the export segment’s improvement (Islami Bank,

2024).
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Digital and Technological Advancements: Since technology has become indispensable
in today’s banking sector, IBBL focuses on tech-dependent solutions for optimizing export
financing procedures. It is hoped that the current and proposed online-related instalments
to be implemented by the bank will make exporting easier and more convenient.
Technological solutions include enhanced platforms which are utilised for export
financing processing and monitoring to enhance turnaround time and customer service.
These technologies make it possible for IBBL to be considered an institution that is
already futuristic in its ability to deliver the customized services that its clients may

require in the future.

Strategic Partnerships and Market Expansion: IBBL increase its sales market area and
export financing services by developing alliances with international banks and other
financial institutions. Such affiliations offer the ability to expand the scale of operations,
diversify the range of financial products, and improve control over risks. Also, the IBBL is
looking for new markets to invest in clients other than the ones in its home country, to
lessen its risks hence fluctuating market. When applied, this strategy assists the bank in
achieving a competitive advantage over other global players in the trade finance market

(Islami Bank, 2024).

Monitoring and Compliance: In order to facilitate the proper management of export
financing operations, IBBL has now developed certain cells within its own functionaries
as well as jointly with the BB. It is a fact that these teams are required to oversee and
monitor all export financing activities to follow all regulatory rules together with internal
standard procedures. Established systems ensure reporting and audits that will endeavour
to keep standards of business operation healthy and free of compromise. By conducting
this systematic check, IBBL is quickly able to manage any surprises or irregularities that
may crop up, protecting the best interests of the bank as well as its customers (Islami

Bank, 2024).

Customer Relationship Management: To achieve its goals and objectives, IBBL pays
significant importance to developing its customer magnitude and retention rate. In this
sense, relationship marketing involves offering the required solutions to the clients and
being with them most of the time. This is due to the fact that the bank focuses a lot on its
clients and this has been shown by improved retention rates and customer satisfaction

surveys that show that the products and services by the bank adequately address client
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needs. In this way, it is evident that through the formation of its objectives, IBBL aims at
establishing long-term business relations as well as at clients’ loyalty which gives a solid

foundation for business growth (Islami Bank, 2024).

3.3.2 Performance Metrics and Analysis

a. Volume of Export Financing

When it comes to the export financing amount and the improvement of Islami Bank
Bangladesh PLC over the period of four years, the table below reveals that the export
financing volume has been constantly ascending from 2019 to 2022. The annual reports
reveal that the export financing increased from BDT 20 billion in FY ’19 to BDT 30
billion in FY °22. This growth signifies that there is a general need for export financing
products that are compliant with Islamic law to increase progressively, demonstrating how

the bank can fulfil the needs of exporters (Islami Bank, 2024).

Year | Volume of Export Financing (BDT Billion) Year-on-Year Growth (%)

2019 20 -

2020 22 10%
2021 | 26 18.18%
2022 30 15.38%

Table 1: Volume of Export Financing (2019-2022)

Self-made
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b. Customer Satisfaction and Retention

A survey conducted among the bank’s customers and feedback collected also show
increased satisfaction with the export financing products. The export clients’ retention rate
was over 85% throughout the period, further indicating that the products and services

being offered were meeting customers’ needs and expectations.

Year Customer Retention | Customer Satisfaction Composite Customer
Rate (%) Score (out of 5) Experience Score

2019 85 4.5 3.825

2020 85 4.5 3.825

2021 86 4.6 3.956

2022 | 87 4.7 4.089

Table 2: Customer Satisfaction and Retention (2019-2022)
Self-made
c. Competitive Positioning

Islami Bank Bangladesh PLC has continued to offer customized Islamic finance
instruments and services, competitive market interest rates and fast turnaround time. With
regard to the existence of the bank in the export financing segment, its market share
increased from 20% in the year 2019 to 25% in 2022 reflecting its growing importance as

well as utility in the sector (IBBL Report, 2024).

66



Financial Data and Performance Analysis

The data from the 2022 annual report provides a clear picture of IBBL's significant

contribution to export financing:

Figure 11: Sector Wise Investment Position

(IBBL Report, 2024)

Investment in Export-Oriented Sectors: It has laid down huge resources on the export-
oriented industries including IBBL. For example, the bank has significant exposure to the
RMG sub-sector of the export-oriented industry which is the most important for
Bangladesh’s export earnings and was BDT 75,519 million as of December 2022. This
sector alone accounts for 9 per cent of total employment in the country and up from 7 per
cent in the year 2000 according to a study done by The World Bank. As was stated earlier,
the bank has invested a large amount of its total industrial investments, which is 78% of

the total (IBBL Report, 2024).
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Textile Sector: A total of 20% of overall investments in the country are said to be
invested in the textile sector which is kilometre wedded to the RMG industry. Industrial
Investment of the total investment of IBBL is 44%, however, 62% of its total industrial
investment is provided by the banking index. This exaggerated allocation reflects the
bank’s strategic planning on sectors for the growth of the country’s exportation(IBBL

Report, 2024).

Figure 12: Foreign Exchange Business

(IBBL Report, 2024)

Agro-Based Industry: To take the prospects of agro-based exports into account, IBBL
funded Tk, 229,259 million in this sector which is 15 per cent. They constituted 69 per
cent of the total investments of the appropriate bank. This includes funding of rice mills,

flour mills and other related units in the agricultural sector (IBBL Report, 2024).

Export Financing Products Utilization: As stated above, Mudaraba Documentary Bills
(MDB), Import Financing, and Export Financing of IBBL are considered tools that help
exporters. The following are items that offer the required liquidity and risk management

opportunities when performing international business activities:

68



Sector Investment (BDT Percentage of Total Industrial

Million) Investments (%)
Ready-Made Garments 75,519 9.78
(RMG)
Textile Sector 159,194 20.62
Agro-Based Industry 229,259 29.70

Table 3: Investment in Export-Oriented Sectors (2022)

Self-made

3.3.3 Operational Mechanisms

The export financing in IBBL is efficiently and effectively managed and there are proper
systems of the organization. An important measure taken by the bank is the utilization of
the centralized foreign trade processing system that helps to manage and speed up foreign
trade operations. This system ensures that the various export-related transactions are
effectuated appropriately with minimal delay which in turn has the added advantage of

improving service delivery.

Furthermore, IBBL’s connection with international banking networks like SWIFT and its
involvement in the Bangladesh Government Islamic Investment Bond (BGIIB) and the
Islamic Interbank Fund Market (IIFM) improves IBBL’s ability to address matters relating
to import and export finance accordingly. It is hence imperative that the bank dealing in its
dealing room operations and or foreign exchange services provide efficient and cost-

effective support to exporters (IBBL Report, 2024).

It is evident that IBBL has brought a lot of dynamism to the export financing of the export
sector in Bangladesh due to its unique services. Despite being a developed country, the
bank has invested significantly in the main export-earning sectors like RMG, textiles, and
others the investment has proved to be fruitful for the aforementioned sectors as well as
the country as a whole. The various financial products that are offered by the IBBL enable
performers to ensure adequate control of their cash flows, de-risking their operations, and

exploring the potential in international business.
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Being an export house, facilities like efficient export bill collections and Bonded
warehouses have been provided by IBBL that enhance the supply chain operations of the
exporters. Thus, by selecting the sectors with high export capabilities, the investment

outputs of the bank are positive in terms of economic impact.

Lastly, considering the strategic position of Islami Bank Bangladesh Limited, the different
financial products being offered and the sound operations that have been put in place to
support export financing, it can be noted that these have provided strong support to the
export industry of the country. This social responsibility involves focused investments and
a wide range of support services which create a sound platform on which exporters can
succeed in the global marketplace. Through the figures and key performance indicators
highlighted in the 2022 annual report, it becomes clear that the bank has continued to play

a crucial part in export promotion and Bangladesh’s economic progress.

3.3.4 Impact of Export Financing Strategies on the Performance of
Bangladeshi Exporters

3.3.4.1 Export Growth and Financial Performance
a. Export Growth

From a study of the nature of export financing offered by Islami Bank Bangladesh PLC, it
is clear that this financial tool has gone a long way in enhancing the capacity of
Bangladeshi exporters. According to the respondents, the average yearly export growth
rate in the bank’s clients was 10%, whereas the national average stood at 7%, during the
period of 2019 to 2022. This implies that the guaranteed financing assistance has helped

exporters to grow in business and exports.

b. Exporter Performance from the Financial Angle

The overall performance of the firms that get financed through Islami Bank’s financing
products was significantly enhanced. Specifically, the return on assets and return on equity
financial ratios looked more promising, pointing to the improvement of efficiency and
financial fund mentation. The degree of financial liberation was evident by the ‘optimistic
cash-flow expectations’ of Exporters that amplified their capacity to invest directly in

future capacities and technologies to improve their capacity.
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3.3.4.2 Comparative Analysis of Export Financing by Islami Bank Bangladesh
Limited (IBBL)

Overview

IBBL particularly has more involvement in Export financing which is continuously
changing year by year. In this analysis, information on their export financing between the
years 2020 and 2023 is contained but accompanied by data on changes in management and

the corresponding effects on their financing.

Figure 13: Export Trend (2018-2022)

(IBBL Report, 2024)

Export Financing Volume:

According to data from 2020, the export business of IBBL has amounted to Tk. 224,970
million. By the year 2021, this figure has been increased to Tk. 301,782 million,
representing a 34% increase from the 226,265 million recorded in the previous financial
year. There was an average capital investment in the industrial sectors during the year
2022, which may comprise the exporting sectors, not less than Tk. 772,148 million. Albeit
specific data concerning total export financing for 2022 is not distinguished, it forms part
of this investment (IBBL Report, 2024). Thus, in the year 2023 also, IBBL maintained its
support for export financing in various manners such as post-shipment finance, and bill

collection for providing vibration support for exporters.
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Figure 14: Foreign Trade and Offshore Business

(IBBL Report, 2024)

Export Development Fund (EDF):

In 2021, the fund obtained from Bangladesh Bank was USD 542.07 million, showing a
growth of 25.28% from the previous year. The income from EDF utilization was Tk.
251.13 million, reflecting a remarkable 48.08% growth. This underscores IBBL's effective

utilization of the Export Development Fund to bolster export activities.

3.3.5 Management Changes and Strategic Initiatives

Five-Year Business Plan (2022-2026):

To finance exports for IBBL, the bank has started several strategies and operational plans.
One of these strategies is the Five-Year Business Plan (2022-2026) For example, the goal
regarding investment size is to further diversify the portfolio in terms of size of
investments, sectors, regions, and economic purposes. The following structured approach
to export financing has been developed to tackle inherent risks and harness opportunities

that exist within the export landscape.
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Figure 15: Comparative Foreign Remittance

(IBBL Report, 2024)
Offshore Banking

Offshore banking has also helped in export financing within IBBL because the bank has
established offshore banking as one of the most crucial strategies in facilitating the
financing of exports. The offshore banking exposure in the same year rose to USD 697. 05
million. Focusing on this area, it became evident that despite the fluctuations in the
market, it was possible to achieve high revenues, which would explain efficient
management. Offshore banking is crucial for the processing and managing of foreign
currency transactions which are crucial components of global commerce and exporting

(IBBL Report, 2024).

Hence these strategic initiatives and strong management framework layout of IBBL’s
image in supporting Bangladesh's export sector. The ever-increasing export financing
potentiality and proper usage of the Export Development Fund can establish the important

position of IBBL boosting foreign trade and economic growth of Bangladesh.
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3.3.6 Critically Evaluating the Exporting Finance Management of the
Company Based on Theories and Frameworks

Examining IBBL’s export financing from 2019 to 2022, it can be seen that the bank has
experienced significant growth in export financing; Moreover, it has also demonstrated its
ability to properly apply Shariah-compliant financial solutions. The bank has been able to
provide exporters’ needs through Pre — Shipment financing which includes Murabaha and
Istisna financing and Post-shipping financing which includes Wakala financing and
Musharaka financing where export financing has grown from BDT 20 billion in 2019 to
BDT 30 billion in 2022 (IBBL Report, 2024). This growth rate gives an insight into the
extent to which IBBL has succeeded in fulfilling its strategic initiatives in line with the
financial intermediation theory that establishes that existing and potential financial
intermediaries like banks are significant in reducing transaction costs and improvements

on the availability of efficient capital resources by fulfilling essential financial services

(Mitchell, 2020).

Another strong point has been the high levels of customer satisfaction and customer
loyalty, mostly above 85%, meaning that the customers of IBBL have a high level of
satisfaction with the products and services offered by the bank (IBBL Report, 2024). This
goes with the concept of relationship marketing, arguing that client relationships which
are mutually strong make customers more loyal and likely to remain with the business.
Clients are also guaranteed to continuously use the service, thus making the concept of
long-term relationships more beneficial for IBBL when it comes to business sustainability

(Hong & Wang, 2019).

IBBL is also placed in a competitive advantage with the increment of its market share
from 20 per cent to 25 per cent in the same period and therefore the offered products by
this bank in consistencies of Shariah law aids this bank beat its competitors (IBBL Report,
2024). This can be done with reference to the competitive advantage theory which
asserts that competitive advantage emerges when a firm is able to position itself in such a
way that it can offer clients unique value propositions that are in some way inimitable.
These above-mentioned strategies show that IBBL is offering Shariah-compliant solution
which meets a specific need of the market, therefore it gives it a competitive edge (Rossi

& Silva, 2019).
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The long-term sector-wise plan of the bank to support export development sectors through
strategic investment in the country’s critical export industries like RMG, textiles,
agriculture-based products and others exemplify its selective and focused approach
towards the development of the economy. This sectoral focus can be explained from the
perspective of the portfolio theory that supports the idea of diversification to lower the
risk and increase the level of returns. Again, with the diversified investments, IBBL has
ensured the risks of fluctuation or broader market risks are minimized while at the same
time ensuring maximum returns from sectors that have high export potentials (Jones,

2017).

However, there are appreciable factors and open to question or have demerits or
weaknesses as well. Compliance with the regulations and maintaining regulatory
frameworks remain a challenge. Implementing Shariah standards in addition to following
the international trade rules and regs may hassle, hence negatively affecting the processing
period and costs of operations. This can be explained through the lens of the regulatory
compliance theory, where it is noted that compliance is burdensome and expensive, and
where strong internal controls are necessary to manage regulatory environments (Jones,

2017).

Theoretically, there is the issue of economic cyclical variation and market risks which are
key challenges that firms face. The crises such as the COVID-19 pandemic for instance
impacted export financing by altering demands, and disrupting the supply chains, factors
that influenced the bank. This is in line with the risk management theory that lays its focus
on evaluating the risks of an organization and finding ways of controlling the negative
impacts on an organization’s financial position. Address such an economic matter
effectively, requires sound risk management strategies that should be in place to deal with

threats at IBL (Jones, 2017).

Other concerns include technological and operational issues. Although, the digital
transformation initiative showed clear opportunities that augur well in delivering and
improving services as well as increasing operational efficiency this calls for investment in
technology and skilled human resources. Concerning this, the use of the TAM
(Technology Acceptance Model) is also relevant here, as the adoption of new
technologies depends on the perceived usefulness and ease of use. For this new model of
banking to be optimally utilized to benefit the IBBL, it is crucial that the technological

tools provided by it are comprehensible and functional to the users (Scherer et al., 2019).
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It means that digital banking services can be developed or introduced as a new area for
growth while financing services can be offered for exports in various forms. Credible and
strong international linkages specifically with other banks would also help in the
development of IBBL by providing good markets to improve IBL’s financial products.
These strategies are consistent with the resource-based theory of the literature, which
describes that the firm internal resources and capabilities yield a sustainable competitive
advantage. Overall, striving for excellence, utilizing its competitive advantages, and
improving them consistently will enable IBBL to reinforce its competitive position in the

export financing domain (Scherer et al., 2019).

3.3.7 Challenges and Opportunities in Managing Export Financing
3.3.7.1 Challenges

a. Environmental Regulation and Other Legal Considerations

Among the main issues of managing export financing in Islami Bank Bangladesh PLC is
the problem of legal and regulatory requirements. The financing of the bank needs to meet
with the Shariah authorities as well as international trade laws with any product that it

wants to introduce, which could prove complicated and tedious (Elliott & Elliott, 2019).
b. Macroeconomic Factors and Business Risk

The export financing, in general, is vulnerable to the economic fluctuation and changes in
the global trade environment. For instance, due to changes in laws or macroeconomic
events that can occur externally such as the COVID-19 pandemic, there may be disruption
in supply chains and demand reduction affecting the export financing portfolio. Such
variations should be addressed through adequate measures in order to minimize any loss

that may arise from them (Annual Data, 2024).
Technological and operational challenges:

The possibility of using new technologies for the effective processing and monitoring of
export financing is both a strength and a weakness. It is also fair to mention that although |
agree with the optimistic view of the impact of tech advancements on business in terms of
better operations, customer satisfaction, and staff efficiency, it is a well-known fact that all
these enhancements come with the price of initial investments and constant personnel

hiring and training to implement, use, and support various technologies.
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3.3.7.2 Opportunities
a. Offering New Types of Banking Services

The recent Organization strategy of Islami Bank Bangladesh PLC: The digital
transformation is a great opportunity. Digital export financing solutions help the bank to
offer export financing in a way that is more convenient to the exporters, thus increasing

the number of clients and improving customer loyalty (Ahamed, 2020).
b. Expansion of Export Financing Products Offered

Introducing new and essentially different products and services as the instruments used in
export financing can help to enrol the wider circle of clients. For instance, the
development of new products for contractual compliance in certain industries or markets is

appealing to Shariah law and provides growth as well as profitability (Ahamed, 2020).
c. Strategic System Cooperation

This means that there is a need for the bank to forge strategic alliances and affiliations
with international banks and other financial institutions to strengthen its export financing
activities. These can prove beneficial in gaining a foothold in new markets, leveraging
more refined structures of financial instruments or managed risks and improving Islami

Bank’s stance in the trade finance field at the international level (Ahamed, 2020).

3.4 Summary and Conclusions

Based on the detailed examination of Islami Bank Bangladesh PLC (IBBL), it held that the
bank’s export financing policies and products have a positive impact on the development
and sustainability of exporting businesses in Bangladesh. In the light of satisfying the
Islamic modes of financing the exporter’s IBBL has offered pre-shipment and post-
shipment financing products Murabaha, Istisna, Wakala and Musharaka. High retention
rates and customer satisfaction, as well as hazard minimisation, can be evidence of the
successful implementation of government incentives, risk management, documentation,
and compliance by the bank. Digital technologies have also been employed to intensify
export financing and make the processes proficient for customers. Policies such as
Corporate Social Responsibility, expansion of IBBL’s operations in specific markets, and
development of strategic alliances have significantly strengthened the competitive
advantage of the proposed project through increased market share and export financing

volume.
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3. 5 Recommendations/Implications

Enhance Digital Transformation Initiatives: Based on the above analysis, the following
recommendations should be made for improving the operation of IBBL: This financial
institution should consider improving the efficiency of its services with the help of
complex digital solutions. This includes the establishment of an online portal that can
enhance the ease of accessing export financing applications and monitoring given that it
can help in the reduction of the time taken towards the success of the entire process of
export financing among exporters. Further, the management should consider offering
training for the employees and the users of the tools for the purpose of embracing the

changes as well as for optimizing the use of the programs (Ahamed, 2020).

Expand Product Offerings: IBBL should consider some key strategies that will enable it
to design new export financing products for export-related needs and objectives of
industries and the market at large. For instance, bringing in financing products for new
economy industries or developing proprietary items that meet potentially lucrative markets
could lead to a larger market of customers. This diversification will help reduce risk but

also ensure growth and profitability in those sectors of business (Ahamed, 2020).

Strengthen Strategic Alliances: Currently, export financing presents many opportunities
to IBBL, and it can expand the issuer’s expertise by developing business cooperation with
foreign credit organizations. It is through these alliances that one can gain access to new
markets, innovative financial products as well as elaborate risk management strategies.
Such alliances will place IBBL on the international map of trade financing firms, and

effective outreach to increase its reach and power.

Focus on Regulatory Compliance and Risk Management: With regard to challenges
posed by regulations, it is recommended that IBBL should create a compliance division
that is responsible for reviewing changes in Shariah as well as the rules governing
international trade. Absorbing shocks from the uncertainties in market conditions will be
addressed through sound risk management systems. This way, IBBL would be able to
remain ahead of predicting regulatory demands, while at the same time, adequately
managing the different types of risks that it faces, in order to achieve sustainable

development and operational solidity (Ahamed, 2020).
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SWOT Analysis

Strengths

One of the key success factors at IBBL is its well-established brands and market position
since its establishment In 1983. Realizing the tenet of Shariah law has served the interest
of the bank well in the region because customers patronize the bank willingly knowing
quite well that it is an Islamic bank. The large network of over 360 branches, 180 sub-
branches and 13,003 agent banking points improves its access and market-tapping
prowess. Further, the services and products of IBBL involve simple financial instruments,
such as the Mudaraba Savings Account, Musharaka Joint Investment, Murabaha Sale
Agreement, [jarah Leasing etc. In turn, the product offering satisfies a broad range of
customer demands and contributes to consolidating the bank’s competitive standing

(Yesmine et al., 2022).

Weaknesses

Analysis of profitability ratios presented below reveals that the general trend of IBBL’s
business performance is in the declining phase and this has affected both the confidence
level of investors and the growth prospect. The Return on Assets (ROA) and Return on
Equity (ROE) have remained low which act has pointed towards inefficient utilization of
the existing resources. The extensive branch network also contributes to a high operating
expense, coupled with large investments in technological advances and keeping abreast of
regulatory measures, which is reflected in the squeezed net profit margins of the bank
(Ahamed, 2020). Hence, in this case, rectifying these areas of weakness through cost
management and operating expense effectiveness is paramount in bolstering overall

profitability.

Opportunities

It is noteworthy that digital transformation is the future of IBBL and opens new
opportunities. The limited uses of mobile and internet banking can mean huge
opportunities that encompass more uses enhancing the appeal to high technology users
while cutting on costs could mean higher revenues. The big chunk of the untapped
population or the unbanked population in Bangladesh provides an opportunity for future
expansion through the implementation of agent banking and microfinancing which in turn
provides for the much-needed financial literacy among the populace. Moreover, the

sustained performance of the economy offers prospects for corporate and SME banking
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through funding needs beyond mere revenue to access new forms of expansion. It is
noteworthy that these opportunities can be harnessed to foster the further growth of

IBBL/Al-Baraka and expand the market (Ahamed, 2020).

Threats

There is always the danger of a change in the regulations of banking today. Some of these
common factors include changes in banking regulations which may affect capital
adequacy measures and Shariah compliance which affects the operations and profitability
of IBBL. Another major threat that is related to the microenvironment is the existing
competition within the banking sector in Bangladesh. At present, many local and foreign
competitors continue to exist in the industry; competition for market share greatly affects
the company’s profit margins and its ability to maintain its consumer base. Economic risk,
in particular, such factors as instability, inflation, and fluctuations in exchange rates put
pressure on the bank’s outcomes, including loan losses and other issues with the quality of
assets. Mitigating these threats through strategic development and management of risks is

critical in enabling IBBL to continue expanding and operating stably (Ahamed, 2020).

Implications and Strategic Considerations

This analysis has further reinforced the observation that Islami Bank Bangladesh PLC
operates in a highly competitive environment. The organization has a good brand image
and a large branch infrastructure is a significant advantage for the expansion of banking
operations. Nonetheless, the increases and decreases in profitability metrics and high
operating costs to sales are indicative of the need to embark on operational efficiency
drive and downsizing of costs where necessary. The emphasis on Digital Transformation
& Financial Inclusion in 2020 presents a good opportunity in terms of growth. However,
the success of the strategy and functioning of the bank in general might be an issue due to

changes in regulations and economic fluctuations.

In terms of strategies, it will be vital for the IBBL to keep on investing further in either
technology or digital banking so that the customers’ experience can be improved as well
as the overall business operations. Appointing third-party agents through agent banking
and offering microfinance services to such untapped markets can open up new revenue
streams and thereby facilitate financial inclusiveness. Also, working on the cost side and,
enhancing the operational and financial returns are key strategies for making a lasting shift

in investor confidence and the firm’s position. Therefore, the low-performing areas are the
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opportunities for improvement which if worked upon can turn into strength, and the
threats can be mitigated and leveraged to improve on the weaknesses of IBBL for it to

experience sustainable growth within this competitive environment.

Details of the Five Forces Model

Threat of New Entrants

The threat from new entrants in Islami Bank Bangladesh is moderate in the banking
sector. Some of the barriers that have been observed include legal restraints such as
licensing issues and high capital adequacy ratios which are set by Bangladesh Bank but
there have been some relaxations over the recent years. New start-up players are also
coming up in the financial space, which could reduce industry entrance thresholds. For
example, in recent years many general banking companies started to convert into new
specialized ones; IPDC Finance Ltd specializes in infrastructure. Still, IBBL enjoys the
advantage of brand loyalty, which has been developed over time by established companies
in the market (Ahamed, 2020). Customers trust their banks within the industry going back
to many years and as a result, it will be hard for newcomers to penetrate the market and

amass a large share of the entire market.

Bargaining Power of Suppliers

The threat of substitutes in the banking sector is low since depositors and providers of
capital are not in a strong position for bargaining power over larger organizations.
Customers are lured to the banking hall by the interest rates offered as well as excellent
quality service delivery. Whilst banks are many, with similar rates offered, individual
depositors do not have much bargaining power. Interbank markets and an array of
international financial institutions act as sources of capital, which diversify the funding
options available to banks. This minimizes the dependency of such players in sourcing
products, proposing diluting their bargaining power. According to the Bangladesh Bank
Report, the number of Scheduled Banks is found to be 57 in 2023, which indeed indicates
the availability of multiple forms of funding to banks such as IBBL (Yesmine et al., 2022).

Bargaining Power of Buyers

The bargaining power of buyers' risk is relatively high considering that it ranges from the
individual depositor to a large corporate company. Due to competition, consumers do not
face the high costs of changing their preferred bank, thus making the number of options

vast. This makes them shift their accounts from one bank to the other, or from one branch
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to the other that offers better rates or convenient services. Today, through the growth of
both financial comparison websites and digital banking platforms much can be done to
compare and analyse rates and services, and this, in turn, makes the customer even more

dominant.

Threat of Substitute Products or Services

The threat of substitutes to the banking sector can be considered high to medium. A major
threat is the growth of the FinTech firms and mobile financial services (MFS) companies
like the bKash, and Nagad. Such entities provide convenient and easily accessible
solutions within the field of financial services, especially in regions where basic and
essential financial services are either limited or sub-par (Yesmine et al., 2022). A report on
the Bangladesh Bank reveals that in 2023, more than one hundred and eighty million
registered MFS accounts indicating the vast population reached by the financial services
providers using mobile affordability technology. Furthermore, with microfinance
institutions (MFI) such as the Grameen Bank and ASA providing credit facilities that
replicate bank loan products, conventional banking loan products are threatened. To
mitigate this threat, the banking industry in general and IBBL, in particular, has been
endeavouring in the digital transformation to recommender set up as the FinTech and
mobile financial service provider (Yesmine et al., 2022). Moreover, given the bank’s
specialization in products and services based on Shariah law, it offers cash flow to some

clients that may not have an ideal substitute from other sources.

Industry Rivalry

There exists cut-throat competition in the Bangladeshi banking industry. Some of the
major players are Standard Chartered Bank, City Bank, Dutch-Bangla Bank, HSBC etc. In
this regard, banks keep on competing for customer patronage while offering high interest
rates, efficient customer services and product differentiation. The drastic changes in the
traditional ways of carrying out business through digital transformation have compounded
the forces of competition, with various banks focusing on advanced technology to deliver

an improved banking experience (Yesmine et al., 2022).
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