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ExecutiveSummary

CityBankLtd.dealswithfourdifferentandsignificantbankingdivisionswhicharethe

drivingforceofthebanksuchasRetailBanking,CorporateBanking,SMEBankingand

TreasuryBanking.HerethereporthasbeenpreparedonRetailbankingCreditRisk

ManagementofCBLanditcoversdetailaboutcreditretailbankingactivitiesperforms

by the bank.Besides italso consists ofgeneralinformation ofCBL,financial

information,learningpoints,findings,andrecommendations.

Retailbankingreferstobankinginwhichbankinginstitutionsexecutetransactions

directlywithconsumers,ratherthancorporationsorotherbanks.Servicesoffered

include:savingsandcheckingaccounts,mortgagesaswellaspersonalloans,debit

cards,creditcards,andsoforth.UnderretailbankingCitybankprovidesthreedifferent

typesofloanforbetterconvenienceofthecustomerssuchasPersonalLoan,Home

LoanandAutoLoan.

Thisreportwillbehelpfulforthepersonwhohasintentiontolearnaboutloanproducts

ofretailbankingandguidelinesforavailingsuchproductsfrom TheCityBankltdor

otherbankinginstitutions.

Inthisreport,firstofallI’vediscussedabouttheobjectives,scopes,limitationsandthe

methodologycontaining thesourcesofdata I’vecollected from.Secondly,in the

organizationalpartIhaveprovideddetailedinformationabouttheorganizationwithits

companyprofile,CorporateVisionandMission,product&serviceandresources.

ThirdlyI’vediscussedabouttheoverallcreditprocessesandriskmanagementofCBL

whichstartswiththebranchandotherbusinessunitsanddonefullyunderheadoffice’s



creditdepartment.Finally,Itriedtogivesomesuggestiontothebaseofmyknowledge

andexperiencewhichIhaveachievedduringmyjobtenorinCBL,forfurthergrowthin

creditand convenience in creditrisk management.The whole system has been

describedelaboratelykeepinginmindthemostimportantsegments.
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OrganizationalOverview

History

TheemergenceofTheCityBankLimitedintheprivatesectorisanimportanthistoryin

thebankingarenaofBangladesh.During1981-83,whenthenationwasinthegripof

severerecession,thegovernmentdeclaredandgavepermissionfortheestablishment

ofbanksintheprivatesectorwiththevisiontomakemoneysupplymorevolatileandto

reactivate the economy.In thatfatefulmomenttwelve valiantand foresighted

businessmencameforwardtoupholdthechargeofestablishingthebankthatwould

onedaytakeitsrightfulplaceamongthestars.Theseextraordinarypeoplewere,

Mr.MonowarAli Mr.DeenMohammad

Mr.Ibrahim Mia Mr.A.B.M.Feroz

Mr.AbdulHadi Mr.Md.AliHossain

Mr.M.A.Hashem Mr.AzizulHaqueChowdhury

Mr.AnwarHossain Mr.N.A.Chowdhury

Mr.AbdulBarikChoudhury Mr.A.K.Mehmood

Theirobjectivewastoservethecommunitywithgeneralbankingpracticebutwiththe

passing oftimethebankstarted to presentsomeunique,demanding and timely

packagestothepublic.

ThejourneyofthisbankstartedwithonlyBDT34millionworthofcapitalinanofficeat

B.B.AvenueinMotijheel.Thestartupcapitalwasobtainedfrom thepromotersbut

subsequently the argumentofissuing share capitalarose and through formal

registrationasaschedulebanktheorganizationcommencedatthelatterphaseoffirst

quarterof1983.Taka100millionwasauthorizedtothecompanyascapitalofwhich14

millionwaspaidupbackthenandafterthatthepathtogreatnessneverwentdark.
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Atgenesisthebankusedtofollowtraditionalandorthodoxbankingmethods,formally

known as the decentralized banking model. However,it underwent massive

restructuring in 2007 and implemented centralized business modelwith a new

managementteam takingoverundertheleadershipofitsnew CEO Mr.Mahmood

Sattar,servingitscustomersthrough4distinctbusinessdivisionsnamely,

• Corporate&InvestmentBanking

• RetailBanking

• SMEBanking

• TreasuryandMarketRisks

Thefocusofthistransformationprojectwasonimprovingtheoverallqualityofassets,

relaunchingthebrandanew,leveragingthetechnologypotential,improvingthequality

ofproductsofferedandplacinghigherbenchmarksforcustomerservice.Mr.Sattar

spearheadedseveralinnovativeinitiativestoturnthebankintoamodernfinancial

supermarketusingthelatesttechnologies.Consequently,underhiswatchfuleyesthe

bankwonthe'BestBankinBangladeshfor2012'awardbyFinanceAsiaforadopting

globalbestpracticesbydoingawaywithage-oldtraditionaldecentralizedbanking

modelandculture.ThatwasthefirstyearofFinanceAsia'sextendingtheawardinto

localbankcategoryinBangladesh.Besideswinningthatprestigiousaward,CityBank

alsoreceived"TheStrongestBankinBangladeshaward"in2010from TheAsianBanker,

"AmericanExpressMarketingAward"forOutstandingNew Cardlaunchin2010from

AmericanExpress,"MoneyGram International'sBestCorridorCollaboration– South

Asia”awardin2011recognizingtheinwardremittancegrowthandtheISO9001:2008

certificationfrom MoodyInternational,foritsentirebackendandtechnologyoperations.

LaterontheBankwentthroughrigorouschecksandduediligenceundertakenbyIFC

whichmadeitanIFC(InternationalFinanceCorporation)client,ensuingittobecome

thefourthofitskindintheentirebankingindustryofthenation.

TheBoardofDirectorsoftheCityBankLimitedinanExtraordinaryGeneralMeeting

heldon17thNovember,2011electeditsDirectorRubelAzizasChairmanofthebank
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whotookupchargefrom 1stDecemberofthesameyear.RubelAzizisManaging

DirectorofanumberofPartexGroupcompaniesincludingPartexBeverage,PartexJute

Mills,PartexPlastics,PartexAccessoriesandDirectorofAmberCottonMills,Partex

SugarMills,PartexDenim Ltd.Amongmanyotherleadershippositionsheldbyhim in

thecorporatesector,heisalsotheChairmanofJanataInsuranceCompanyLtd.,

DirectorofIDLCFinanceLtd.,ViceChairmanofITCL(QCash)Ltd.Hewasalsothe

PresidentofGulshanClub.Underhisleadershipthebankopenedeightnewbranchesup

todate,receivedthe“FinanceAsia'sBestLocalBank2012award”,offeredhomeloan

service,signedseveralnew profitablebusinessagreements,tookpartinreasonable

CSRactivitiesandinauguratedawholenew rangeofserviceslikecitygemspriority

bankingservice,citytouchinternetbankingserviceandsoon.

Onthe3rdofNovemberyear2013,SohailR.K.HussaintookchargeinCityBankas

ManagingDirector&CEO.Hiscontributioncanbejustlyarticulatedfrom the4awards

wonbytheorganizationduring2014namely,ACCA'sAchievementAward,'BestBankin

Bangladesh'award from Euromoney,second time 'Best CommercialBank in

Bangladesh'awardfrom FinanceAsiaand'BestConsumerInternetBankinBangladesh'

awardfrom GlobalFinance.

SincetheveryinceptionTheCityBankLimitedisworkingwiththephilosophyofserving

thenationalsasanidealanduniquefinancialhouse.Thegoldenpagesofhistorygive

testimonyofthatverytruth.

CurrentSituation

CityBankisoneoftheoldestprivateCommercialBanksoperatinginBangladesh.Itisa

topbankamongtheoldestfiveCommercialBanksinthecountrywhichstartedtheir

operationsin1983.TheBankstarteditsjourneyon27thMarch1983throughopening

itsfirstbranchatB.B.AvenueBranchinthecapital,Dhakacity.Itwasthevisionary

entrepreneurship of around 12 local businessmen who braved the immense

uncertaintiesandriskswithcourageandzealthatmadetheestablishment&forward
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marchofthebankpossible.

CityBankisamongtheveryfew localbankswhichdo notfollow thetraditional,

decentralized,geographicallymanaged,branch-basedbusinessorprofitmodel.Instead

thebankmanagesitsbusinessandoperationverticallyfrom theheadofficethrough5

distinctUnitsnamely

• BusinessUnit

• BranchBanking

• RiskUnit

• OperationsUnit

• Support

Underareal-timeonlinebankingplatform,these5distinctUnitsaresupportedatthe

backbyarobustservicedeliveryoroperationssetupandalsoasmartITBackbone.

Such centralized business segment-based business & operating modelensure

specializedtreatmentandservicestothebank'sdifferentcustomersegments.

ThebankcurrentlyhasonlinebranchesandSMEservicecentersandSME/Agribranch

spreadacrossthelength&breadthofthecountrythatincludeafull-fledgedIslami

Bankingbranch.Besidesthesetraditionaldeliverypoints,thebankisalsoveryactivein

thealternativedeliveryarea.Itcurrentlyhas369ATMsofitsown;andATM sharing

arrangementwithpartnerbanksthathasmorethan1150ATMsinplace;SMSBanking;

InterestBankingandsoon.IthasitsCustomerCallCenteroperationwhichisvery

efficient.

CityBankisthefirstbankinBangladeshtohaveissuedDualCurrencyCreditCard.The

bankisaprincipalmemberofVISA internationalanditissuesbothLocalCurrency

(Taka)&ForeignCurrency(USDollar)cardlimitsinasingleplastic.VISADebitCardis

anotherpopularproductwhichthebankispushinghardinordertoeaseoutthequeues

atthebranchcreatedbyitsastoundingbaseofretailcustomers.ThelaunchofVISA
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PrepaidCardforthetravelsectoriscurrentlyunderway.

CityBank is the localcaretakerofAmerican Express and is responsible forall

operations supporting the issuing ofthe new creditcards,including billing and

accounting,customerservice,creditmanagementandchargeauthorizations,aswellas

marketingthecardsinBangladesh.Theseareinternationalcardsandacceptedbythe

millionsofmerchantsoperatingontheAmericanExpressglobalmerchantnetworkin

over200countriesandterritoriesincludingBangladesh.CityBankalsohasexclusive

privilegesforthecard membersundertheAmerican ExpressSelectsprogram in

Bangladesh.ThisentitlesanyAmerican Expresscard membersto enjoyfantastic

savingsonretailanddiningatsomeofthefinestestablishmentinBangladesh.Italso

providesincredibleprivilegesallovertheglobewithmorethan13,000offersatover

10,000merchantsin75countries.

CityBankpridesitselfinofferingaverypersonalizedandfriendlycustomerservice.It

hasin placea customized serviceexcellencemodelcalled CRP thatfocuseson

ensuring happycustomersthrough setting benchmarksforthe bank'semployees'

attitude,behavior,readinesslevel,accuracyandtimelinesofservicequality.

CityBankisoneofthelargestcorporatebanksinthecountrywithacurrentbusiness

modelthatheavilyencouragesandsupportsthegrowthofthebankinRetailandSME

Banking.ThebankisverymuchonitswaytoopeningmanyindependentSMEcenters

acrossthecountrywithinashorttime.Thebankisalsoveryactiveintheworkers'

foreignremittancebusiness.Ithasstrongtie-upswithmajorexchangecompaniesin

the Middle East,Europe,FarEast& USA,from where thousands ofindividual

remittancescometothecountryeverymonthfordisbursementsthroughthebank's

largenetworkofbranchesandSMEservicecenters.

Thecurrentseniormanagementleadersofthebankconsistofmostlypeoplefrom the

multinationalbankswithsuperiormanagementskillsandknowledgeintheirrespective

"specialized"areas.Thiswillsurelyprovetobefruitfulintheyearstocome.
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CityBankhasrecentlybeennamedthe'BestConsumerDigitalBankinBangladesh

2018'byGlobalFinance.Thisisforthe4thtime,theBankhasreceivedsuchaccolade

from thisNorthAmericabasedtopfinancialpublicationsknownforrecognizingfintech

innovations worldwide.Nearly 300 individualbanks from around the world were

consideredfortheawards.ThefinalselectionsweremadebyGlobalFinance'seditors

incollaborationwithInfosys,agloballeaderinconsulting,technologyandoutsourcing

solutions.

FactsandFigures

Infrastructure

BranchesacrosstheCountry 130

Employees 3,230+

TotalCustomers 16,00,000+

DigitalBankingCustomers 100,000+

ATMs+CDMs 369+

PriorityCenters 7

AirportLounges&AmexServiceCenters 2+5

No.ofCardsIssued 923,495+

No.ofPOSMachines 17,500+

No.ofonboardedMerchants 9,000+
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Footprint

DepositsDBT 183,493M

LoansandAdvancesBDT 196,596M

RevenueBDT 14,916M

ImportsUSD 1,231M

ImportsUSD 1,840M

DividendDeclared 24%

AchievementsinYear2017

AgentBankingDepositsmobilized BDT70.8M

NewCustomersenrolledinCitytouch App83,445

serviceTAT 3-4Days

InternationalFinancialPartners 482

NewMicro-creditLoanPortfolioBDT 600M

NewEmployeesRecruited 442

ObjectivesandGoalsofCBL

CBLalwaysreadytomaintainthehighestqualityofservicesbyupgradingbanking

technologyprudenceinmanagementandbyapplyinghighstandardofbusinessethics

throughitsestablishedcommitmentandheritage.
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CBLiscommittedtoensureitscontributiontonationaleconomybyincreasingits

profitabilitythroughprofessionalanddisciplinedgrowthstrategyforitscustomerand

bycreatingcorporatecultureininternationalbankingarena.

 TheobjectiveofCBLisnotonlytoearnprofitbutalsotokeepthesocial

commitmentandtoensureitsco-operationtothepersonofalllevel,tothe

businessman,industrialistspeciallywhoareengagedinestablishinglargescale

industrybyconsortium andtheagro-basedexportorientedmedium &small-

scaleindustriesbyself-inspiration.

 CBLasthefirstand thelargestprivatebankiscommitted to continueits

endeavourbyrapidlyincreasingtheinvestmentofhonourableshareholdersinto

assets.

 CBLbelievesinbuildingupstrongbasedcapitalizationofthecountry.

 CBLiscommittedtocontinueitsactivitiesinthenewhorizonofbusinesswitha

view to developing service-oriented industryand cultureofmoralityand its

maintenanceinbanking.

 CBLhasbeenworkingfrom itsverybeginningtoensurethebestuseofits

creativity,welldisciplined,wellmanagedandperfectgrowth.

 CBLisalwayspreoccupiedtoencouragetheinvestorsforpurchasingitsshareby

creatingtheopportunityoflong-term investmentandincreasingthevalueof

sharethroughprosperityasdevelopeddaybyday.

 CBLisplayingavitalroleinSocio-economicdevelopmentofBangladeshbyway

oflinkagewithrestoftheworldbydevelopingworldwidenetworkindomestic

andinternationaloperations.

Mission

 Offerwide arrayofproducts and services thatdifferentiate and excite all

customersegments
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 Bethe“Employerofchoice”byofferinganenvironmentwherepeopleexceland

leadersarecreated

 Continuouslychallengeprocessesandplatformstoenhanceeffectivenessand

efficiency

 Promoteinnovationandautomationwithaviewtoguaranteeingandenhancing

excellenceinservice

 Ensurerespectforcommunity,goodgovernanceandcomplianceineverything

wedo

Values

 ResultDriven

 Accountable&Transparent

 Courageous&Respectful

 Engaged&Inspired

 FocusedonCustomerDelight

ServicesofCBL

TheprincipalactivitiesoftheBankaretoprovideallkindsofcommercialbanking,

consumerbankingtradeservices,custodyandclearingtoitscustomersthroughits

branchesinBangladesh.CityBankisamongtheveryfew localbankswhichdonot

followthetraditional,decentralized,geographicallymanaged,branchbasedbusinessor

profitmodel.Insteadthebankmanagesitsbusinessandoperationverticallyfrom the

headofficethrough4distinctbusinessdivisions.

 Corporate&InvestmentBanking

 RetailBanking(includingCards)

 Treasury&MarketRisks

 SMEBanking
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•SMEDeposit

•SMELoan

•ForeignExchange
7)Local&G

•MoneyMarket

•CorporateSales

•ALM &Market
Research

•Structuredfinance

•Syndication

•Equityinvestment

•Foreigntrade

•IslamicFinance

•Leasing

•RetailLoans

•DebitCard

•Creditcard

•ATMs

•NRBForeign
remittance

Retail Corporate

SME
Banking

Treasury
and

Market
Risk
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Underareal-timeonlinebankingplatform,these4businessdivisionsaresupportedat

thebackbyarobustservicedeliveryoroperationssetupandalsoasmartITBackbone.

Such centralized business segment-based business & operating modelensure

specializedtreatmentandservicestothebank‟sdifferentcustomersegments

CorporateBanking

ThisdivisionofCBLmostlydealswithdepositsandloansfrom corporationsorlarge

businesses,asopposedtonormalindividualmembersofthepublic(retailbanking).The

functionsofthecorporatedivisionmayincludethefollowingtasks:

 WorkingCapitalFinance

 TradeFinance

 Short/Mid-Term Finance

 ProjectFinance

 IslamicBanking

CityManarah-IslamicBankingwasintroducedtoguideandmanagefinancesinafully

IslamicShariahCompliantway.Itoffersawidevarietyofdepositandinvestment

products.Eachaccountisdesignedtomeetfinancialneedswithbestvalueofmoney.

CityManarahincludesservicessuchas,

 ManarahCurrentAccount

 ManarahSavingsAccount

 ManarahTerm DepositReceipt

 ManarahHajjDepositScheme

 StructuredFinance

 CashManagement

 InvestmentBanking
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RetailBanking

Retailbankingincludesthetasksforthefollowingpurposes-

Deposits

 CurrentAccount

 SavingsAccount

 StudentSavingAccountSchoolPlan

 FDR

Loans

 PersonalLoan

 HomeLoan

 AutoLoan

 Two-WheelerLoan

Cards-DebitCard,CreditCardetc.

VisaDebitCard

 MasterCard

 AmexCreditCard

 VisaCard

NRB-ForeignRemittance

 MedicalFile

 StudentFile

 Remittance
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SMEBanking

ThephilosophyofextendingbankingservicestoSME'softhecountryistomeaningfully

pusheveryoneofthem uptothenextlevelofrespectivebusinessoperations.The

upwardpushwouldbemeaningfulastheywouldbebusinesswisecompetitivefora

sustainablefuture.ThebankhasnameditCityBusiness-fortakingSME'stothenext

level.CBLSME-Sbankingisengagedofservicingforthefollowingfacilities

 CityMuldhan

 CityMunafa

 CityShulov

 CitySheba-ServicePurpose

 CityNokshi

 CityLongTerm AgainstMortgageLoan

 CityKhamar

 CityLivestock

 CityJantrapati

CityBankTreasuryandMarketRiskDivision

CityBankhasadedicatedTreasuryteam whoiscapableofprovidingalltreasury

Solutions.ThroughourforeigncorrespondentbusinesspartnersCBLisprovidingawide

rangeofTreasuryproducts.InCBLTreasury,therearefourteamswhoarespecialized

intheirownareatoensurethebestpossiblesolutiontoourcustomerrequirement.CBL

hasfollowingteamsintheTreasury:

 ForeignExchange

 MoneyMarket

 CorporateSales

 ALM &MarketResearch
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IntroductiontotheReport

RationaleoftheStudy

Alwaysaresearchisdesignedconsideringsomerequirements.Thoughthisresearchis

conductedasapartofMBAprogram butthisstudymightbeusefulforbanksespecially

inthepresentbankingenvironment.Noweverybankhassomecompetitiveobjectives

oftheirownstyle.Allbanksarenow facingmorecompetitionnow thaneverbefore.

ThisstudytriestoshowCBL’sgoalsandachievementsintheRetailSectorandthejob

oftheCreditRiskManagementDivision.

ScopeoftheStudy

ThefieldofmystudyistheCreditRiskManagementofTheCityBankLimited.For

conductingthisstudyanoverallknowledgeofthetotalbankingsystem isnecessary

becausethedepartmentsofbankingarelinkedwitheachother.Thisreportisfocused

oftheCreditRiskManagementofTheRetailBankingDivisionofTheCityBankLimited.

ObjectiveoftheStudy

Theobjectiveofthereportistogiveanoverallideaofhow theRetailBankingCRM

processisconductedwiththeorganizationalworkingenvironmentandthisreportisa

resultofsuchorganizationalinvolvement.Thebroad objectiveofthisstudyisto

analyzetheevaluationonriskmanagementpracticesofTheCityBankLimited.

 TogiveanoverviewonCityBankanditsRiskManagementSystem.

 FindingouttheshortcomingsoftheBankinoperationsandprovidingsome
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suggestremedialmeasuresforitsdevelopment.

Methodology

Methodologyisaprocessthroughwhicharesearchergatheringdataandanalyzethe

datatogetsomeinformationandatlastabletochalkouttheresultoftherelatedstudy.

Sincethisisadescriptivestudy,thequalitativemethodisused.So,thescopeforusing

statisticaltoolsandtestingofhypothesisisverylimited.Achronologicaldescriptionof

theassignedtopicispresentedinthereport.Inordertomakeitmeaningfuland

presentable,somesignificancemethodsandstrategyhasbeenused.Inthispartwetry

toclearlyshowthemethodweusedspontaneouslyinthisreport.Twosourcesofdata

andinformationhavebeenusedwidely:

PrimarySources

 WorkingdirectlyattheRetailCreditRiskDivisiontheTheCityBankLimitedasa

ManagerovertheyearshasallowedmeinsightwhichIwilluseinthisreport.

 DiscussingwiththeofficersworkingintheRetailCreditRiskDivision.

 Discussingwithseveralretailsalesteam andseveralBranchmembers.

 DiscussingwithmyLineManager,Mr.MinhazRashid(AVP).

SecondarySources

 “AnnualReport2017”oftheCityBankLimited.

 InformationaboutdelinquencydataofMISdepartment.

 Variouscircularsofthecollectiondepartment,articles,compilationsetc.

 PrudentialRegulationsConsumerFinancebyBangladeshBank.

 InstructioncircularofHeadOffice,brochuresofdifferentbanks,newspapersand

magazinesregardingbankingissuesandsoon.
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Limitations

Therewerecertainlimitationswhileconductingthestudy.Thesearesummarizedbelow:

 Themainobstaclewhilepreparingthisreportwastime.AsIam afull-time

employeeofanorganizationwhoisdoingtheregularMBA program andthe

tenureoftheinternshipprogram wasshort,itwasnotpossibletohighlight

everythingdeeply.

 Workpressureintheofficewasanotherlimitationrestrictingthisreportfrom

beingmoredetailedoranalytical.

 Sufficientrecords,publicationswerenotavailableaspermyrequirement.

 Confidentialityofinformationwasanotherbarrierthathinderedthestudy.Every

organizationhasitsownsecrecythatisnotrevealedtosomeoneoutsidethe

organization.Asanemployeeofthisorganizationmyself,Icannotdisclose

confidentialdata.

OverviewofRiskManagement

RiskManagementinBanks

Anefficientandhealthybankingsystem isaprerequisiteforsustainableeconomic

growthofacountry.Inthiscontext,effectiveriskmanagementpracticesenablethe

banking industryto build public trustand confidence in the institutions which is

necessaryformobilizingprivatesavingsforinvestmenttofacilitateeconomicgrowth.

Ontheflipside,inadequateriskmanagementpracticesinthebankingindustrywould

resultinbankfailuresleadingtoerosionofpublicconfidenceintheindustryhaving

adverseimplicationsfortheeconomicgrowth.Therefore,aneffectiveriskmanagement

frameworkisaprerequisiteforbankstoachievetheirownbusinessobjectivesandalso
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playtheirroleintheeconomicgrowthofthecountry.

RiskAreas

Risksareconsideredwarrantedwhentheyareunderstandable,measurable,controllable

andwithinabankingcompany'scapacitytoreadilywithstandadverseresults.Sound

risk managementsystems enable managers ofbanking companies to take risks

knowingly,reduceriskswhereappropriateandstrivetoprepareforafuture,whichbyits

naturecannotbepredictedwithabsolutecertainty.

Risk managementis a discipline atthe core ofevery banking company and

encompassesallactivitiesthataffectitsriskprofile.Banksshouldattachconsiderable

importancetoimprovetheabilitytoidentifymeasure,monitorandcontroltheoverall

risksassumed.Riskmanagementisveryimportantespeciallywhenthebanksare

dealingwithmultipleactivities,involvinghugefundshavingbothlocalandinternational

currencyexposure.

BankingcompaniesinBangladesh,whileconductingday-to-dayoperations,usuallyface

thefollowingmajorrisks:

Creditrisk

Theriskoflossarisingfrom aborrower’sprobablefailuretorepayloaniscalledcredit

risk.Thisriskariseswheneveraborrowerconsiderspayingcurrentdebtwithfuture

cashflow.Inorganizationscreditrisksareevaluatedintwoways.Thesearediscussed

below,

Individualclientwise

CreditRiskManagementDivisionconsiderstheriskonacasetocasebasis.Theirsole

purposeisto measuretheweighted riskofindividualclientsand disburseloans

accordingly.
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Portfoliowise

ThecreditsectionofRiskManagementDivisionconsiderstheriskonasectortosector

basisoronindustrytoindustrybasis.Thisiswhatisreferredtoasportfoliowisecredit

riskmanagement.

Marketrisk

The possibilityofexperiencing losses due to the factors thataffectthe overall

performanceofthefinancialmarketsiscalledmarketrisk.Marketrisk,alsocalled

"systematicrisk,"cannotbeeliminatedthroughdiversification,neverthelessitcanbe

evaded.Theriskthatamajornaturaldisasterwillcauseadeclineinthemarketasa

wholeisanexampleofmarketrisk.Othersourcesofmarketriskincluderecessions,

politicalturmoil,changesininterestratesandterroristattacks.Thissortofriskis

evaluatedbythemarketrisksectionoftheRiskManagementDepartment.

Marketriskcanbedividedinto3types.Thesearediscussedbelow,

Interestraterisk

Theriskthataninvestment'svaluewillchangeduetoachangeintheabsolutelevelof

interestrates,inthespreadbetweentworates,intheshapeoftheyieldcurveorinany

otherinterestraterelationshipiscalledinterestraterisk.Suchchangesusuallyaffect

securitiesinverselyandcanbereducedbydiversifyingorhedging.

Foreignexchangerisk

Theriskofaninvestment'svaluechangingduetochangesincurrencyexchangerates

iscalledForeignExchangeRisk.Thistypeofriskisalsoknownas"currencyrisk"or

"exchange-raterisk".

Capitalmarketinvestmentrisk
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Theriskassociatedwithinvestmentinshares.Thistypeofriskcanbedefinedasthe

probabilityorlikelihoodofoccurrenceoflossesrelativetotheexpectedreturnonany

particularinvestmentinthecapitalmarket.

Operationalrisk

Operationalriskistheriskthatisnotinherentinfinancial,systematicormarket-wide

risk.Itistheriskremaining afterdetermining financing and systematicrisk,and

includesrisksresultingfrom breakdownsininternalprocedures,peopleandsystems.

ThisriskisdealtbytheoperationalrisksectionoftheRMD.

Documentationrisk

Theprobabilityoflossthatarisesfrom alegalagreementbeingincomplete,insufficient,

orotherwiseunenforceableiscalleddocumentationrisk.Thisriskisdealtbythe

operationalrisksectionofRMD,CADandRFC.

Concentrationrisk

Probabilityoflossarisingfrom heavilyirregularexposuretoaparticulargroupof

counterpartiesiscalledconcentrationrisk.Thistypeofriskiscalculatedanddealtby

capitalrisksectionof

RMD.

Liquidityrisk

Theriskstemmingfrom thelackofmarketabilityofaninvestmentthatcannotbe

boughtorsoldquicklyenoughtopreventorminimizealossiscalledliquidityrisk.This

typeofriskismaintainedbymarketrisksectionofRMD,FinanceDepartmentandthe

TreasuryDepartment.
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Reputationalrisk

A threatordangertothegoodnameorstandingofabusinessorentityiscalled

reputationalrisk.

ThisriskismanagedbytheoperationalrisksectionofRMD.

Strategicrisk

Apossiblesourceoflossthatmightarisefrom thepursuitofanunsuccessfulbusiness

planiscalledstrategicrisk.Thisisapartoftheriskgovernanceincorporatedwithtop

levelmanagement.

Environmentalrisk

Actualorpotentialthreatofadverseeffectsonlivingorganismsandenvironmentby

effluents,emissions,wastes,resourcedepletion,etc.,arisingoutofanorganization's

activitiesiscalledenvironmentalrisk.ThisriskismanagedbyCreditRiskManagement

andtheGreenBankingCell.

RiskManagementPracticeinBangladesh

RiskmanagementinbankingsectorofBangladeshisarelativelynewerpractice,but

has already shown to increase efficiency in governing ofthese banks as such

procedurestendtoincreasethecorporategovernanceofafinancialinstitution.After

implementationofBaselcommittee,itisguidingtheworld’sbankingsectorregarding

risksissue.Likeothercountriescentralbanks,BangladeshisfollowingvariousBasel

pactviz.Basel-I,Basel-IIandotherscoreriskguide-linesimplementedbyBangladesh

Bank.
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SubsequentimplementationofcoreriskmanagementguidelinesbyBangladeshBank,

allbanksofBangladesharefollowingtheseguidelinesproperlyandmanyofourbanks

hasalreadyestablishedseparatedivisionnamelyRMD (RiskManagementDivision)

headedbyCRO(ChiefRiskOfficer).Somebankshavetightenedtheirriskmanagement

policy especially credit risk establishing through setting up CRM (Credit Risk

Management)Division.Somebanksarefollowing centralized banking modelfrom

Branchbasedbankingmodelandseparatedtheirbusinessunitfrom creditapproval

unit.Thoughsomeofourforeignbankslike,SCB,HSBC,CitiNAhasbeenfollowing

thesetightenriskmanagementsystem from earlier.

Wecansaythatoureconomyincomparisonwithbankingsectorhasbecomelarge.

Somelargesizescam hasbeentakingplacesoRiskManagementtoolsandtechniques

ofourbankingsectorneedstobetightenedfurtherandrevisitedcarefullysothatour

bankingsectorcanremainunharmedinthetimesahead.

CreditRiskManagement

CreditRisk

Creditriskisariskduetouncertaintyincounterparty’sabilitytomeetitsobligation.

There are many types ofcounterparty’s obligations ranging from individuals to

sovereign governments.Risk is inherentin allaspects ofcommercialoperation.

However,forbanksandfinancialinstitution,creditriskisanessentialfactorthatneeds

tobemanaged.Creditriskisthepossibilitythataborrowercounterpartywillfailto

meetitsobligationsinaccordancewithagreedterms.Creditrisk,therefore,arisesfrom

thebanksdealingwithorlendingtocorporate,individualsandotherbanksorfinancial

institutions.
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CreditRiskManagement

Thegoalofcreditriskmanagementistomaximizeabank’sriskadjustedrateofreturn

bymaintaining creditrisk exposure within acceptable parameters.Bank need to

managethecreditriskexposureinherentintheentireportfolioaswellastheriskin

individualcreditortransactions.Bankshouldconsidertherelationshipbetweencredit

riskandotherrisk.Theeffectivemanagementofcreditriskisacriticalcomponentofa

comprehensiveapproachtoriskmanagementandessentialtothelong-term successof

anybanking organization.Assessing creditriskaninstitutionmustconsiderthree

issues:

 DefaultProbability

 CreditExposure

 RecoveryRate

PrincipalofcreditRiskmanagement

Themanagementofcreditriskisessentialtoasoundcreditmanagementprocess,the

basicprinciplesabankhastofollowinitscreditriskmanagementare:

 Background,Characterandabilityoftheborrowers

 Purposeofthefacility

 Term offacility

 SafetyandSecurity

 Profitability

 Sourceofrepayment

 Diversityofloanportfolio
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ToolsusedinCreditRiskManagement

Thequalityofthecreditportfolioofbanksdependstolargeextentonthequalityofits

borrower.

Tojudgethequalityofaborrowerthebankstakesintoconsiderationthefollowing:

a) Character:Itreferstothewillingnessofthecustomerstopay.

b) Capacity:Thecustomer’sabilitytomeetcreditobligations.

c) Capital:Thecustomer’sfinancialreserves

d) Collateral:Adequatenetworthtosupportfortheloan

e) Conditions:(economic)Recenttrendsinborrowerlineofcredit

f) Compliance(law&regulations)

RetailBanking(Lending)inCBL

Retailbanking consumer-oriented service thatmeans dealing with the customers

directly.Throughretailbankingcustomerscangetfinancialservicessuchassavings

andtransactionalaccounts,corporateloans,personalloans,debitcards,andcredit

cardsandso on.Retailbankingisthedivisionofabankwhichdealswithretail

customerswhichdefinedastheprocessofidentifyingindividualneedsandsatisfying

them accordingly.

ObjectiveofRetailBanking

 Toimprovelivingstandardoflimitedincomesegmentbyprovidingcollateralfree

easycredit

 TotakepartintheScio-economicdevelopmentofthecountry

 Toensureaccesstocreditbymasspeople

 Todiversifyloanportfoliotominimizerisk

 Tomaximizebankprofitaswellastominimizepressureonliquiditythrough
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quickerrecyclingbuthigheryieldingloanoperation

TypesofRetailLoanCreditFacilities

 PersonalLoan:Apersonalloanisatypeofunsecuredloanandhelpsclients

meettheircurrentfinancialneeds.Clientsdon'tneedtopledgeanysecurityor

collateralwhileavailingapersonalloanandthebankprovidesclientswiththe

flexibilitytousethefundsasperyourneed.

 MortgageLoan:Amortgageisaloaninwhichpropertyorrealestateisusedas

collateral.Theborrowerentersintoanagreementwiththelender(usuallyabank)

whereintheborrowerreceivescashupfrontthenmakespaymentsoveraset

timespanuntilhepaysbackthelenderinfull.

 AutoLoan:Apersonalloantopurchaseanautomobile.Thebankwillhavetothe

righttoconfiscateandsellthevehicleinanauctionistheclientdefaultsonhis

payments.

PersonalLoan

ThisreportwillfocusonPersonalLoansincethisisthesegment,Iam currentlyworking

in.

PersonalLoanasaproductwaslaunchedin2008undertheproductname“City

Solution”andin2014thenomenclaturewaschangedto“PersonalLoan”tomakethe

productrecalleasierforcustomers.TheproductisthelargestchunkofRetailAssets

andhasgrownsignificantlyoverthelastfewyears.

The country is growing rapidly,and a recentWorld Bank report(Bangladesh

DevelopmentUpdate)hasforecasta6.4%GDPgrowthforBangladeshin2018.Political

stability,growingemploymentopportunitiesandtheincreasingaspirationsofagrowing

middleandaffluentmiddlesegmentisdrivingthegrowthofthePersonalLoansegment.

BangladeshBankvideitsBRPDCircularNo-04,datedApril03,2017,hasraisedthelimit

forPersonalLoanstoBDT20Lacfrom BDT10Lacs.Whilethisallowsforlargerloan
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ticketsizes,italsocomeswiththeattendanthigherrisks.

TargetCustomer

 A/CpayeeSalariedexecutives

 Self-EmployedProfessionals

 Landlord/LandLady

 Businessman

• Proprietor

• Partnershipbusinessminimum 20%ownership

• Privatelimitedcompanyminimum 10%ownership.

• DirectorofPubliclimitedcompany

 Bundle(AutoLoan+PL)and(HomeLoan+PL)oranyotherproductsupported

securityforallcustomersegmentirrespectiveofabovecondition

PurposeoftheLoan

Thisloanproductwillbeissuedforanylegitimatepersonalpurpose;Includes:House

renovation,Interiordecoration,Marriagesinthefamily,Advancerentalpayments,Trips

abroadetc.Thisloancannotbetakenforsolelybusinesspurposeslikeworkingcapital

and industrialmachinery purchase orpurchase ofland.However,self-employed

professionals,who have private practices can availthis loan to buytheiroffice

equipment,machines,andaccessoriesorpremiserenovation.

OtherRequirements

LoanLimit Minimum BDT100,000/-andMaximum BDT2,000,000/-against

acceptablesecurity.
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Tenure Minimum-12months

Maximum-60months

Nationality&

minimum Stay

Bangladeshi(Residentminimum 6monthsatpresentaddress,

exemptediffamilyownedorfamily-owned)

Age Mimimun22years

Maximum 60yearsorretirementagewhicheverisearlieratthetime

ofmaturityoftheloan

CIB/CIB

Status

CleanCIBistobeobtainedbyC&Cbeforefinalapproval/

Disbursement

Loan

Documents

• Commondocumentsforalltypesofcustomer:

- AcompleteLAP

- NIDcopy

- 3copiesofrecentstudiophotographs.

- TINrelateddocuments/E-TIN(asapplicable)

- KYC

- PriceQuotation

- CIBenquire&CIBundertakingform

- Residenceutilitybillcopy/Residenceaddressproof

- Self-Declarationofcorrectinformation

• Others(Specificsegments):

- BankStatement

- LoanDetaildocs

- ProfessionalCertificate

- LoanTakeoverDocuments

- Tradelicense

- etc

ParametersforevaluatingProposedLoanAmount

Parameters Maximum DBR LoanMultiplier
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SalBDT15k<28k 30% 6

SalBDT28k<54k 50% 9

SalBDT55k<1.2L 55% 12

SalBDT1.2L+ 60% 14

Multiplier

Multiplierisusedtoevaluatehowmuchloanwillbeproposedtotheclientbasedonhis

income.Incomemultiplierwillbecalculatedbasedonnetsalary(forsalariedcustomers)

andderivedbusinessincome(forothersegmentofcustomer).Forexample,Asalaried

personwithneta/cpayeeincomeofBDT32,000willbeabletoavailmaximum loanof

BDT288,000from CBLaslongasDBRparametersarealsomet.

DBR

Debtburdenratioistheratiooftotalmonthlyinstalmentofcreditcardorloanandtotal

incomeofthecustomer.Debtburdenratio=(Totalmonthlyinstalmentofcardorloan/

TotalIncome)*100Itisveryimportantforassessingcustomerpaymentability.For

example,ifacustomer’sincomeisBDT32,000buthisexistingDBRratiois52%,hewill

notbeabletoavailanypersonalloanfrom CBLashemaybepossiblyoverburdened.

CreditRiskGrading

AccordingtoBangladeshBankguidelines,allBanksshouldadoptacreditriskgrading

system.Therefore,CBLhasdulyimplementedacreditriskgradingpolicyinitscredit

riskassessmentprogram.Thesystem definestheriskprofileofborrowerstoensure

thataccountmanagement,structure and pricing are commensurate with the risk

involved.

RiskgradingisakeymeasurementofaBank’sassetquality.Allfacilitiesareassigneda
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riskgrade.Wheredeteriorationinriskisnoted,theRiskGradeassignedtoaborrower

anditsfacilitiesareimmediatelychanged.A copyoftheCRG isattachedwiththe

Appendix.

LoanProcess

Applicationfortheloan

Theloanprocessstartswiththesubmissionofloanapplicationbytheborrower.The

borrowersubmitstheloanapplicationtothebranchmanager.Intheloanapplication

theborrowerprovidesfollowinginformation.

• Personaldetailofapplicant

• Natureofbusiness

• Amountanddurationoftheloan

• Purposeoftheloan

• Detailsofthecollateral,ifany

Preparationofloanproposal

Basedonfinancialandmanagementanalysisandneedoftheclientandhiscapability

ofoperatingthebusiness,RM shalldesignthecreditkeepinginmindonthefollowing

issues:

• Purposeofthecredit

• Experienceinthesimilarbusiness

• Risk,Remuneration

• Ancillarybusiness

• ValidityLoanPeriod&BusinessProfitability

• DebtEquityRatio
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• Repaymentcapacity&Productioncapacity

• Marketdemandoftheproduct

LoanProcedure

\

Evaluating
proposal

Collecting
Information

GettingLoanProposal
from theclient

Sanctioningand
documentation
ofloan

Supervision
oftheloan

Disbursing
loan

Decision

Recoveryoftheloan Headofficelevel Business

Unitlevel

LegalRecoveryUsualRecovery

AboutClient

CreditRiskAssessment&

LimitReviewAssessment
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SWOTAnalysis

SWOT Analysis is an important toolfor evaluating the company’s Strengths,

Weaknesses,OpportunitiesandThreats.Ithelpstheorganizationtoidentifyhow to

evaluateitsperformanceandscanthemacroenvironment,whichinturnwouldhelpthe

organizationtonavigateintheturbulentoceanofcompetition.

Theacronym forSWOTstandsfor:

Strength Opportunity

Weakness Threat

Strengths

• CompanyReputation:CBLhasalreadyestablishedafavourablereputationinthe

bankingindustryofthecountryparticularly.CBLhasestablishedafirm footingin

thebankingsectorhavingacceptablegrowthintheprofitsanddeposits.All

thesehaveledittoearnareputationinthebankingfield.

• FacilitiesandEquipment:CBLhasadequatephysicalfacilitiesandequipmentto

providebetterservicestothecustomers.Thebankhascomputerizedbanking

operationsunderthesoftware.Countingmachinesinthetellercountershave

beeninstalledforspeedyserviceatthecashcounters.Computerizedstatements

forthecustomersaswellasfortheinternaluseofthebanksarealsoavailable.

ThebranchesofCBLareequippedwithtelex,SWIFTandfaxfacilities.
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• Team work atmidleveland lowerlevel:AtCBL midleveland lowerlevel

management,thereareoftenteam works.Manyjobsareperformedin-groupsof

twoorthreeinordertoreducetheburdenoftheworkloadandenhancethe

processofcompletionofthejob.Peopleareeagertohelpeachotherandpeople

ingeneralaredevotedtoworks.

• InvestOpportunity:There is a greatopportunityto take new dimension of

bankingsuchasIslamicbankingUnit.Becausealargeportionofourpopulation

isMuslimsandtheypreferIslamicBankingtoConventionalBanking.Otherwise,

therearemanysectorswherethiscangivespecialprivileges.

• WellOrganized:CBLisawell-organizedCentralizedbank.Itfollowsallrulesand

regulations.Theirmanagementisverystrictto maintain theirsystemsand

activities.

Weaknesses

• CentralizedDecision-Making:AtCBL,corporatedecisions,theCEO,DMD and

othertopmanagementofficialscraftpoliciesandstrategiesandthentheyare

cascadeddown.AttimestheBoardofDirectorsisalsoengagedinmaking

corporatedecisions.Asaresultofthispracticethereisonlyatopdownflowof

communicationatCBL.Thescopeforbottom upcommunicationislimited.

• Turnaroundtimeslowerthantopcompetitors.Topbrandedretailfocusedbanks

includeSCB,CBL,EBLandBBL.SCBisparticulariswellaheadinTurnaround

time.CBLneedstocatchuptocompete.

Opportunities

• Diversification:CBLcanpursueadiversificationstrategyinexpandingitscurrent

lineofbusiness.Byexpandingtheirbusinessportfolio,CBLcanreducetheir



InternshipReport

32|Page

businessrisk.

• ATM:ThereareenoughATM boothsofCBLbutitshouldincreasemoreATMs.

• ReducesCharges&GrowupCustomers:Bangladeshhasahugeconsumerbase

formaintainingseveralaccounts.SoCBLhastheopportunitytokeepthese

customersbyreducingitscurrentfeesandcharges.

Threats

• OtherBanks:The emergence ofthe othermultinationalbanks and local

commercialbanksandtheirrapidexpansionposesapotentialthreattotheCBL.

Moreover,thealreadyexistingbankssuchasPrimeBank,MTBL,UCBL,BRAC

Bank,EasternBank,StandardCharteredBank,DhakaBankarenowpursuingan

aggressiveretailfocusedstrategy.

• ContemporaryBanks:ThecontemporarybanksofCBLsuchasBRAC Bank,

EasternBankareStandardCharteredBankareitsmajorrivalsintermsofRetail

Banking.CBL and others are carrying outaggressive campaign to attract

lucrativecorporateclientsaswellasbigtimedepositors.CBLshouldremain

vigilantaboutthestepstakenbythesebanksasthesewillinturnaffectCBL

strategies.

• TheCentralBankchangingtheinterestrates:InBangladeshtheCentralBank

decidestheinterestrates.Theygivearangeandwithinthatrangethebanks

havetomaintaintheinterestratestheyoffer.So,theresultisthatallthebanks

enduphavingverysimilarinterestrates.Itisnotuptothebankstodecidewhat

interestratetheywillofferonthedeposits.InfactitistheCentralGovernment

thatmakesthatdecisionforthem whetherthebankslikeitornot.Also,ifthe

CentralGovernmentcomesupwithadditionalregulationsthatwillmeanmore

costsforthebankstomaintainthem.
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FindingsofStudy

CBLmustensurefasterservicesbyremovingtheproblems.From mystudyonthe

performanceandactivitiesofCBLRetailLoanPortfolio,Ihavegotsomemajorfindings,

whicharegivenbelow:

• Bangladesh bank creditmanagementpolicies requires bank to setlending

guidelinewhichCBLdoesandreviewsonannualbasis.

• ModernbankingservicelikeonlineBanking,widerangeofATM service,andone

stopbankingserviceareavailable.CBLalsorecognizestherenewavenuesand

arestronglypursuingthem.

• TheBankistoocentralized.Foreachandeverymove,branchofficehastogofor

permissionfrom theHeadOffice.TheHeadOfficetightlycontrolseachandevery

branchoffice.Thishelpsinmanaging theriskefficientlybutputscolossal

pressureontheheadoffice.Italsoblursthecustomerneedsasariskmanager

inheadofficehaslimitedideaofcustomerpreferences.

Recommendations

Therecommendationsgivenbelowarenotdecisions;rathertheyareonlysuggestions

toimprovethecustomer’sserviceinordertofulfilthecustomer’ssatisfactionsothat

customersgivemorepreferencetoCBL.Therecommendationsaregivenbelow:

• Developmorecustomizedparametersforcreditapprovalprocessunderthe

generalguidelineofBBtoincreaseitsmarket.Evenifincomerangeisthesame,

thedifferentorganizationstheyworkforofferdifferentemployeefacilitiesand

benefitswhichmayreducetheirmonthlycostsandreducetheirdebtburden.
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• TherearemanywellreputedorganizationsinBangladeshwherewecanincrease

ormultiplierandDBR parametersfortheiremployeesastheyareverywell

reputedandverystructuredintermsoftimesalarypayments.

• CBLshouldincreasemoreConsumerBankingactivity.TheirConsumerbanking

activityisquitesatisfactorybutitwillbebetteriftheycanputattentionon

individualcustomers.RM basedserviceshaveshowngoodachievementsin

Medium BusinessandCorporateSegments,thesameshouldbepossibleinthe

RetailSegment.

• Emphasizeonmoreadvertisementsshouldbemade.Brandvalueisvitalisthis

limitedmarketspaceandmorebanksareenteringit.

• Continuousimprovementshouldbemadeinthelendingprocedurewhichwould

reducethedefaultriskofthebankandincreaseprofitability.

• CBL should recruitmore capable & experiences employees to spread the

productsalloverthecountry.

• Employeesshouldgetproperknowledgeonproducts&facilitiestodeliverthe

customerregardingrighttime,rightfacilitiesaspertheirrequirements.

• To dealwith clients,employee should have increased negotiating power,

convincingpower,motivationpowerwhichisveryimportanttoavailnewclients

andalsoduringtimeofloancollection.Employeesshouldbegiventrainingfor

bettercustomerservice.

• TheBankhastoexposetheRiskManagerstocustomerpreferencesbyletting

them interviewthecustomersbeforelendingoutloans.

• Stepstodecentralizetheriskfunctionsuptosomelevel.Thiswillleadtoreduce

TATandmakeusmorecompetitiveagainstSCB.Otherwaysaretofurther

streamlinetheprocessforavailingPersonalLoans,whichispossibleforhigh

profileclientsandexistingclientswhowanttorenew/increasetheirexisting

loans.

Conclusion
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AmongsttheScheduledBanksinBangladesh,CityBankisoneofthetop3banksin

termsofthesizeofthePersonalLoanportfolio.StandardCharteredandBRACBankare

thetoptworespectivelyandLankaBanglahasthehighestpersonalloanportfolio

amongstthefinancecompanies.ThefactthatCBLisabletocompetewithBBL,SCB

andEBLinRetailBankingsegmentisagreatachievement.

CBLhasshowngreatenthusiasm inmaintainingitsreputationinthebankingsector

sincetheinception.Ithasconstantlyundergonechangescomplyingwiththechanging

environment.AftertheintroductionoftheRiskManagementPracticeithasundergone

massiverestructuring and coped up with theprevailing environment.Allofthese

togetherhavemadeitthetop-notchorganizationitistoday.

Bankingisthebackboneofnationaleconomy.Bankingsectornomoredependsononly

onatraditionalmethodofbanking.Bankingindustryhasbeentreatedasaprospective

financialsectorinBangladesh.Bangladesh’sbankingsystem isheavilyaffectedbybad

loans.Itdiscouragesinvestment.Asaresult,thegrowthoftheeconomyisimpeded.

Onemajorreasonfordefaultloanisbanksineffectivenessofassessingcreditriskofa

proposedinvestment.WithtimeBangladeshbankhassetrulesandgeneralguidelines

tohelpbanksassesriskandmitigatetheircreditrisk.Inspiteofthatmanybanksfailto

attractgoodcreditandrunprofitably.Thus,itisnotonlytheguidanceprovidedbythe

Bangladeshbankthatacommerciallendinginstitutionneedtofollow ownlending

policiesshouldbeinplacetoensuremaximum effectivenessofcreditassessment.

Creditriskmanagementisbecomingmoreandmoreimportantintoday'scompetitive

businessworld.ItisallthemoreimportantinthecontextofBangladesh.Thetoolsfor

improvingmanagementofconsumercreditriskhaveadvancedconsiderablyinrecent

years.Therefore,asaresponsibleandreputedcommercialbank,CBLhasinstituteda

contemporarycreditriskmanagementsystem.itisevidentthatthebankisquite

sincereintheirapproachtomanagingtheconsumercreditriskthoughtherearerooms

forimprovement.
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CBLiswellpreparedtoandcapableofmeetingthedemandforabroadrangeof

bankingservices.Ithasgotadequateresources,bothhumanandphysical,toprovide

thecustomerswiththebestpossibleservices.CBLhasalreadydevelopedgoodwill

amongitsclientbyofferingitsgoodservices.Thissuccesshasresultedfrom the

dedication,commitmentanddynamicleadershipofitsmanagementovertheperiods.

Buttheymustconcentratemoreoncustomer-orientedservicesandprovidebetter

technologicaladvancementrelatingtobankingactivities.
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APPENDIX

ACRONYMS

• CBL:CityBankLimited

• BB:BangladeshBank

• A/C:Account

• CD:CurrentAccount

• SB:SavingsAccount

• PO:PayOrder

• CIB:CreditInformationBureau

• NID:NationalIdentityCard

• AL:AutoLoan

• PL:PersonalLoan

• HL:HomeLoan

• OD:OverDraft

• PDC:Post-datedCheque

• UDC:UndatedCheque

CreditRiskGradingScoreSheetSample:

CREDITRISKGRADINGSCORESHEET

ReferenceNo.:     Date: 5-Feb-xx

Borrower XYZCompany

GroupName(ifany)   AggregateScore: 77
Branch: LargeCorporate  
Industry/Sector Spinning Risk

Grading: Acceptable
DateofFinancials 30-Jun-16

Completedby  

 Approvedby CRM

Number Grading Short Score

1 Superior

SUP

Fullycashsecured,securedby
government

guarantee/internationalbank
guarantee

2 Good GD 85+
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3 Acceptable ACCPT 75-84

4 Marginal/Watchlist MG/WL 65-74

5 SpecialMention SM 55-64

6 Substandard SS 45-54

7 Doubtful DF 35-44

8 Bad/Loss BL <35

 

Criteria
Weight Parameter Score ActualParameter

Score
Obtained

A.FinancialRisk
50%

       

1.Leverage:(15%) Lessthan0.25× 15 1.08 11

DebtEquityRatio(×)-
Times

0.26×to0.35x 14    

TotalLiabilitiesto
TangibleNetworth

0.36×to0.50x 13    

  0.51×to0.75x 12    

Allcalculationsshouldbe
basedon

0.76×to1.25x 11    

annulafinancial
statementsofthe

1.26×to2.00x 10    

borrower(audited
preferred)

2.01×to2.50x 8    

  2.51×to2.75x 7    

  Morethan2.75× 0    

2.Liquidity:(15%) Greaterthan2.74× 15 1.03 10

CurrentRatio(×)-Times 2.50×to2.74x 14    

CurrentAssetstoCurrent
Liabilities

2.00×to2.49x 13    

  1.50×to1.99x 12    

  1.10×to1.49x 11    

  0.90×to1.09x 10    

  0.80×to0.89x 8    

  0.70×to0.79x 7    

  Lessthan0.70× 0    

3.Profitability:(15%) Greaterthan25% 15 21.06% 14

OperatingProfitMargin
(%)

20%to24% 14    

(OperatingProfit/Sales)
X100

15%to19% 13    

  10%to14% 12    

  7%to9% 10    

  4%to6% 9    

  1%to3% 7    

  Lessthan1% 0    

4.Coverage:(5%)        

InterestCoverageRatio
(×)-Times
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Earningbeforeinterest&
tax(EBIT)

Morethan2.00× 5 1.41 3

Interestondebt Morethan1.51×Less
than2.00×

4    

  Morethan1.25×Less
than1.50×

3    

  Morethan1.00×Less
than1.24×

2    

  Lessthan1.00× 0    

TotalScore-Financial
Risk

  50   38

         

B.Business/Industry
Risk18%

       

1.SizeofBusiness(in
BDTcrore)

>60.00 5 302.00 5

  30.00–59.99 4    

Thesizeofthe
borrower'sbusiness

10.00–29.99 3    

measuredbythemost
recentyear's

5.00-9.99 2    

totalsales.Preferably
auditednumbers.

2.50-4.99 1    

  <2.50 0    

2.AgeofBusiness >10Years 3 36 3

  >5-10Years 2 NomanGroupisin
businessfor34yearsin

business

 

Thenumberofyearsthe
borrower

2-5Years 1    

engagedintheprimary
lineofbusiness

<2Years 0    

3.BusinessOutlook Favorable 3 Stable 2
Criticalassesmentof
medium term

Stable 2    

prospectsofindustry,
marketshare

SlightlyUncertain 1    

andeconomicfactors. CauseforConcern 0    

4.IndustryGrowth Strong(10%+) 3 Good(>5%-10%) 2

  Good(>5%-10%) 2    

  Moderate(1%-5%) 1    

  NoGrowth(<1%) 0    

5.MarketCompetition DominantPlayer 2 DominantPlayer 2

  ModeratelyCompetitive 1    

  HighlyCompetitive 0    

6.Entry/ExitBarriers Difficult 2 Difficult 2

  Average 1    

  Easy 0    

TotalScore-
Business/IndustryRisk

  18   16
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C.ManagementRisk
12%

       

1.Experience Morethan10yearsinthe
relatedlineofbusiness

5 Morethan10yearsin
therelatedlineof

business

5

Qualityofmanagement
basedontotal

5–10yearsintherelated
lineofbusiness

3    

#ofyearsofexperience
ofthesenior

1–5yearsintherelated
lineofbusiness

2    

managementinthe
Industry.

Noexperience 0    

2.SecondLine/
Succession

ReadySuccession 4 ReadySuccession 4

  Successionwithin1-2
years

3    

  Successionwithin2-3
years

2    

  Successioninquestion 0    

3.Team Work VeryGood 3 VeryGood 3

  Moderate 2    

  Poor 1    

  RegularConflict 0    

TotalScore-
ManagementRisk

  12   12

         

D.SecurityRisk
10%

       

1.SecurityCoverage
(Primary)

FullyPledged
facilities/substantially
cashcovered/Reg.
Mortg.forHBL

4 Simple
hypothecation/Negative

lienonassets

1

  Registered
Hypothecation(1st

Charge/1stParipassu
Charge)

3    

  2ndcharge/Inferior
charge

2    

  Simple
hypothecation/Negative
lienonassets

1    

  Nosecurity 0    

2.CollateralCoverage
(PropertyLocation)

RegisteredMortgageon
Municipal
corporation/PrimeArea
property

4 Nocollateral 0

  RegisteredMortgageon
Pourashava/Semi-Urban
areaproperty

3    

  EquitableMortgageorNo
propertybutPlantand
Machineryascollateral

2    
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  Negativelienon
collateral

1    

  Nocollateral 0    

3.Support(Guarantee) PersonalGuaranteewith
highnetworthorStrong
CorporateGuarantee

2 PersonalGuarantee
withhighnetworthor

StrongCorporate
Guarantee

2

  PersonalGuaranteesor
CorporateGuaranteewith
averagefinancial
strength

1    

  Nosupport/guarantee 0    

TotalScore-SecurityRisk   10   3

         

E.RelationshipRisk
10%

       

1.AccountConduct Morethan3years
Accountswithfaultless
record

5 Morethan3years
Accountswithfaultless

record

5

  Lessthan3years
Accountswithfaultless
record

4 WithGroup  

  Accountshaving
satisfactorydealingswith
somelatepayments.

2    

  FrequentPastdues&
Irregulardealingsin
account

0    

2.UtilizationofLimit Morethan60% 2 50.00% 1

(actual/projection) 40%-60% 1    

  Lessthan40% 0    

3.Complianceof
Covenants/

FullCompliance 2 FullCompliance 2

Conditions SomeNon-Compliance 1    

  NoCompliance 0    

4.PersonalDeposits Personalaccountsofthe
keybusinessSponsors/
Principalsaremaintained
inthebank,with
significantdeposits

1 Nodepository
relationship

0

  Nodepository
relationship

0    

TotalScore-Relationship
Risk

  10   8

GrandTotal-AllRisk   100   77


