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April 18, 2007 

To 
Dr. Tanbir Ahmed Chowdhury 
Professor 

of Business Administration 
East West University, 
43, Mohakhali CIA, Dhaka-1212 

SUbject: Submission of Intemship Reoort. 

Dear Sir: 

I have great pleasure to before you my Practical Orientation in report 
on Meramtile Bank 25/1, Zindabahar 18t Lane, Nayabazar, Dhaka, where I 
have completed my orientation in Bank program 15th January to 12th April 

as a part of the BBA curriculum. I have observed and studied different 
functions of a bank and was to submit a report on "An appraisal of 
Mercantile Bank Limited". 

To prepare this report, I have gathered what I believe to be the most complete 
information available. Much of the information has been collected by reading 
different books, articles, annual report, web site etc, related to the Banking arena. 

The experience I have gathered durinl this period wiD remain as an invaluable asset 
of immense useful in my life. I have worked hard preparing this report and I hope it 
will satisfy my course requirement for BBA Program. I will be always available for 
answering any query on the report. I request you to excuse me for any mistake that 
may occur in the report despite my best effort. 

Thanking You 

Sincerely yours, 

Md. Ashrafu) 
2003-2-10-011 
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EXECUTIVE SUMMARY 

A Bank is an economic institution whose main aim is to earn profit through 
exchange of money & credit instruments. It is a service oriented as well as profit 
oriented organization. To perform those two functions simultaneously, the Bank 
divides its operation mainly in three parts- General Banking, Loan & Advances and 
Foreign Exchange. Bank also invests their money into different fmancial security 
and also in different types of project to diversify the risk and getting more profit. 

The banking sector of Bangladesh is passing through a tremendous reform under 
the economic deregulation and opening up the economy. Currently this sector is 
becoming extremely competitive with the arrival of multinational banks as well as 
emerging and technological infrastructure, effective credit management, higher 
performance level and utmost customer satisfaction. 

Mercantile Bank Limited is one of the leading private commercial Banks having a 
spread network 35 branches across Bangladesh and plans to open few more 
branches to cover the important commercial areas in Bangladesh. The bank has 
been operating in Bangladesh since 1999 and has achieved public confidence as a 
sound, stable and trustworthy Bank. 

I have completed my internship in the Nayabazar Branch of Mercantile Bank 
Limited. During my internship period I found here a good job environment and also 
got a lot of cooperation from every department and every person. It is a great task 
to prepare a report on a big branch and at this moment I feel very happy to 
complete this. I found that Mercantile Bank gained success very early because they 
have a very strong backup to provide financial as weD as administrative support. 
Within a very short time this bank has become very much popular to the people. 
They gained success from the very beginning of their operation and were capable 
enough to hold the success year after year. 



1 Introduction Page No. 

1.1. Origin of the Report 1 
1.2 Background of the Report 1 
1.3 Objective of the Report 2 
1.4 Methodology of the Report 2 
1.5 Limitation of the Report 3 

2 An Overview of Mercantile Bank 
Limited 

2.1 Banks And Banking Industry 4 
2.2 Mercantile Bank Limited 4 
2.3 Company profile 5 
2.4 Vision of Mercantile Bank Limited 5 
2.5 Mission of Mercantile Bank Limited 5 
2.6 Objectives of Mercantile Bank Limited 6 
2.7 Values of Mercantile Bank Limited 6 
2.8 Strengths of Mercantile Bank Limited 6 
2.9 Opportunity of Mercantile Bank Limited 6 
2.10 Information Technology(IT) and Automation 7 
2.11 Human Resources Development (HRD) 7 
2.12 Website 7 
2.13 Social Commitment and Future prospect 7 
2.14 Corporate Structure Of Mercantile Bank Limited 8-9 
2.15 Hierarchy of Mercantile Bank Limited 10 
2.16 Branches of Mercantile Bank Limited 11-12 

3 An Overview of the Principle 
Activities of Mercantile Bank Limited 

3.1 Capital structure of Mercantile Bank Limited 13 
3.2 Trends of Branch Expansion of Mercantile Bank LTD 13-14 
3.3 Number of Employees of Mercantile Bank LTD 14-15 
3A Personal Banking 15-23 



3.5 Major Activities of Mercantile Bank at a glance __ 23 
3.6 General Banking 24-28 

3.7 Loans and Advance 29-35 

International Trade and Foreign Exchange Operations 36-43 

3.9 Number of Foreign COITespondent/Bank 43-44 

4 An Appraisal of the Performance of 
Mercantile Bank Limited 

4.1 Deposit Mobilization of Mercantile Bank Limited 
46 4.1.2 Deposit Mix for Mercantile Bank Limited 
47 4.2 Loans and Advances 

4.3 Import Business of Mercantile Bank Limited 48 

4.4 Export Business of Mercantile Bank Limited 49-50 

Guarantee 50-51 

4.6 Investment of Mercantile Bank Limited 51-52 

4.7 Total Income of Mercantile Bank Limited 52-53 

4.8 Total Expense of Mercantile Bank Limited 53-54 

4.9 Total Income Total Expense 54-55 

4.10 Net profit after tax of mercantile Bank Limited 
4.11 Fixed Assets of Mercantile Bank Limited 56-57 

4.12 Earning Per Share of Mercantile Limited 57-58 

4.13 Dividend of Mercantile Bank Limited 58 

4.14 Return on Equity of Mercantile Bank Limited 
Return on A~~ .. t~ of Mercantile Bank Limited 59-60 

4.16 Non performing loan as % oftota. Advances ofMBL 60 

Volume of non- performing loans ofMBL 60-61 

4.18 Amount of provision against classified and unclassified 
loans ofMBL 61 

4.19 Capital adequacy ratio of Mercantile Bank Limited 62 

4.20 Operating Efficiency Ratio ofMBL 63 

4.21 Net Interest Margin of Mercantile Bank Limited 64 

5 Problems of Mercantile Bank Limited 

General problems of the Bank 65-66 

I 



6 Recommendation 

6.1 Suggestion for the development of Mercantile Bank 67-68 
Limited 

68 
6.2 Some Threats for Mercantile Bank Limited 

69 
Conclusion 

70 
Bibliography 



SLNO. Name of the Tables Page No. 

1 Share range analysis of MBL 13 
2 No. of Branches of MBL 13 
3 No. of Employees of MBL 14 
4 No. of Foreign Correspondent/Bank 43 
5 Deposit Mobilization of MBL 45 
6 Deposit Mix for MBL 46 
7 Loans and Advances 47 
8 Import Business of MBL 48 
9 Export Business of MBL 49 
10 Guarantee 51 
11 Investment of MBL 52 
12 Total Income ofMBL 52 
13 Total Expense of MBL 53 
14 Total Income Vs Total Expense 54 
15 Net profit after tax of MBL 55 
16 Fixed Assets of MBL 56 
17 Earning Per Share of MBL 57 
18 Dividend of MBL 58 
19 Return on Eq uity of MBL 58 
20 Return on Assets of MBL 59 
21 Non performing loan as % of total 60 

Advances of ~IBL 
22 Volume of non- performing loans of MBL 60 
23 Amount of provision against classified and 61 

unclassified loans of MBL 
25 Capital adequacy ratio of lVIBL 62 
26 Operating Efficiency Ratio of MBL 63 
27 Net Interest Margin of MBL 64 



SLNO. Name of the Tables Page No. 

1 Branch Expansion of MBL 14 
2 Employees Growth of MBL 15 
J Foreign Correspondent/Bank of MBL 44 
4 Deposit l'tlobilization of MBL 45 
5 Deposit Mix for IVlBL 46 
6 Loans and Advances 47 
7 Import Business of MBL 48 
8 Growth of Import Business of MBL 49 
9 Export Business of MBL 49 

10 Growth of Export Business 50 
11 Guarantee 51 
12 Investment of MBL 52 
13 Total Income ofMBL 53 
14 Total Expense ofMBL 54 
15 Total Income Vs Total Expense 55 
16 Net profit after tax of MBL 56 
17 Fixed Assets of MBL 57 
18 Earning Per Share of MBL 58 
19 Dividend of MBL 58 
20 Return on Equity of MBL 59 
21 Return on Assets of MBL 59 
22 Non performing loan as % of total 

Advances of MBL 60 
23 Volume of non- performing loans of MBL 61 
25 Amount of provision against classified and 61 

unclassified loans of MBL 
26 Capital adequacy ratio of MBL 62 
27 Operating Efficiency Ratio of MBL 63 
28 Net Interest Margin of MBL 64 



~NIRODUCT~ON 



All Appraisal of crculltile BUll/. I.TJ) 1111 

1 Introduction: 

1.1 Origin of the Report: 

Each professional degree needs practical knowledge of the respective field of 
discipline to be fruitful. To complete BBA program also has an intemship, relating 
to the exchange of theoretical knowledge into the real life practical situation. The 
Internship report entitled "An Appraisal of Mercantile Bank Limited" originated 
from the partial fulfillment of the intemship program. The main purpose of the 
prepal"ation of the l'epOli is due to the partial fulfillment of the internship program 
phase of the BBA pl'oglllm conducted by Department of Business Administration, 
East West University, Dhaka, 

During the internship program, I am under the supervision and guidance of DI'. 
Tanbir Ahmed ChowdhUl'Y, pl'ofessor, Depal'tment of Business Administration, 
East West University. 

1.2 Background of the Report: 

In the later 19th century, Finance was a part of the Economies. But due to the 
globalization and more expansion of international trade, Finance place the major 
role for the economic development. The development of the modern economy would 
not have been possible without the use of money. A first fundamental charactel'istic 
of money is that it is very much like collective goods. It is a parallel relationship 
between money and Banking. Bank is an important and essential institution for the 
necessity of the use of money and the protection of the money. 

As a BBA student whose are major in Finance, Financial institution are the most 
appl'Opriate field to gather til expe';ence and among the financial institution, Bank 
is the most prominent plac. With a view to supply skilled personals in banking 
arena, East West Univel'sity has undertaking the lntemship training program for 
the BBA students. As a pali of the BBA program I placed in Mercantile Ba n k 
Limited, NayaBazar Bl1lnch for having practical exposure in the Bank fOl' thl'ee 
months Intemship program. 

Internship Report 
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1.3 Objective of the Report: 

> The main objective of the study is to get a clear idea about the Banks, and 
how it I'uns and what function it does. 

~ To know about the overall Banking system. 
? To apply theoretical knowledge into practical al'ena. 
).> To gathel" practical knowledge. 
).> To analyze the financing system of the Bank and to find out if the bank has 

any field to improve upon and greater contribution towards the country's 
economy. 

).> To examine the profitability and productivity of the Bank. 
~ To familial'ize the working hours, values and envil'Onment of the Bank. 

1.4 Methodology of the Report: 

While I was conducting the study I have collected val'ious types of pl"imary and 
secondary data. Data has been collected through different SOUl'ces, by interviewing 
the I'esponsible officel"S and from different circular published by the Bank 
disciplined way I can say that the study input were collected from two sOUl'ces: 

(A) Primary Sources: 

./ Practical desk wOl'k 

./ Face to face convel"sation with the officel's 

./ Face to face conversation with the clients 

./ Pel"Sonalobselvation 

(B) Secondal"y Sources: 

./ Annual report of the Mercantile Bank Limited 

./ Circulal" of the Mel'cantile Bank Limited 

./ Published or unpublished data 

./ Collected data from officers and Head office of Mercantile Bank 
Limited 

./ BmM TI"aining pl'ogl'am books 

./ Newspapel's 

2 Internship Report 
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1.5 Limitation of the Report: 

Although I have received co-operation fl'om the conceming body but most of the 
time they wel'e busy with theil' work that's why I did not get so many time, as I 
would like to have. The administrative authOl'ity, management policy and decision 
making policy is in the hands of the head office. As a BBA student it is needed to 
gather the expel'ience that, how to take the decision when the bank fall into a 
pl'ogram and what is it's management policy, how to set up their portfolio, what is 
their business stl'ategy but a branch does not do so. 

The following limitations are apparent in the report: 

,f Time is the first limitation as the duration of the pl'ogl'am is very few days 
only. 

,f Another limitation of the report is Banks policy is not disclosing some data 
and information for obvious reason, which could be very much useful. 

3 Internship Report 
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2 An overview of Mercantile Bank Ltd 

2.1 Banks and Banking Industry: 

Bangladesh is a developing country of southern Asia. Aftel' a long c.olonial stmggle, 
the coun .. -y emerged as an independent nation only in 1971 with a population of 140 
million. 

Being a less developed counh-y, Bangladesh has to depend much on commercial 
banks fOl' OUI' economic development. This sector assumes pal"ticular importance in 
developing a country like Bangladesh. 

A Bank is a financial institution whose main objective is the mobilization of fund 
from sUl'plus unit to deficit unit. In the pl'ocess of acceptance of deposits and 
pl'ovision of loan, Bank cl'eates money. This chal'actel'istic featul'e sets Bank apart 
f"om other fmancial institution. A Bank can influence the money supply through 
lending and investment. A Bank is an economic institution whose main objective is 
to earn pl'ofit thl'ough exchange of money and cl'edit instruments. 

Now -a- days banking sectors al'e growing rapidly. Commercial Banks are the 
primary contributors to the economy of Bangladesh. People and the Govel'llment 
itself are very much dependent on the effective and efficient selvice provided by 
these banks in the financial market. Commercial banks act as financial 
intermediaries by perfol'ming the functions of mobilizing the funds from one group 
of people, lending the same to othel' group of people and thus achieving a reasonable 
amount of profit after meeting the cost offund. 

Commercial Bank is one which is concern with accepting deposit of money fl'om the 
public, I'epaying on demand 01' otherwise and withdl'aw able on demand or 
otherwise and employing the deposits in the fOl'm of loan and investment to meet the 
fmancial needs of business and othel' classes of society. 

All commel'cial banks have cooh'ibuted mOl'e or less in the economy of Bangladesh. 
Banking in Bangladesh is dominated by both public and private commercial banks. 
Among them the private banks have been acquil'ed a major part. 

2.2 Mercantile Bank Limited: 

Mercantile Bank Limited (MBL) is committed to pl'ovide high quality selvices to its 
constitutes thl'ough different financial products and pl'ofitable utilization of fund 
and contribute to the growth of GDP of the country by financing trade and 
commerce, belping industl'ialization, boosting expOI·t, clearing employment 
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opportunities for the educated youth and encouraging micro-credit lending to the 
overall socio- economic development of the country. 

Mercantile Bank Limited (MBL) a 3n1 generation private commercial bank of 
country was incorpol"3ted in Bangladesh as a banking company undel' the Company 
Acts 1913 and started its operation on 2nd June 1999. Numerically it is just anothe.r 
commel'cial bank, one of many now opel'ating in Bangladesh, but the finders are 
committed to make it a little more different and a bit special qualitatively. This 
bank will have a new vision to fulfill a new goal to achieve. It will try to reach new 
heights fOI' realizing its dl·eam. 

Mel'cantlle Bank Limited (l\'ffiL), a bank rOI' 21st century, it is not a mel'e slogan. 
The bank has been manned with talented and brilliant personnel, equipment with 
most modem technology to most efficient to meet the chaUenges of21 st centUl,),. 

As regards the second slogan of bank efficiency is our stl'ength is not a mel'e 
pronounced but part of their belief, which will inspire and guide them in thel'e long 
and arduous joumey ahead. 

Mel'cantile Bank Limited, Naya Bazar Branch started its operations at 18th April in 
2001. The bl'anch has three particular divisions. They al'e the following: 

A. Gencl'al Banking Division 
B. FOI'eign Exchange Operations 
C. Loans & Advance Division 

2.3 Company profile: 

Mel'cantile Bank Ltd. is a 31'(' generation private commercial bank which Head 
office at 61, Dilkusha CIA, Dhaka, Bangladesh, started its operation on 2nd June 
1999. The bank has now 35 bl'anches spread over the country with assets of 
Tk.28890.48 million more than 663 employees. The bank has divel'sified activities in 
retail banking, corporate banking and International banking. 

2.4 Vision of Mercantile Bank Limited: 

,f Would make finest cOl'pOl'ate citizen. 

2.5 Mission of Mercantile Bank Limited: 

Mel'cantile Bank will become most caring, focused for equitable gl'owth based on 
diversified deployment of recoUl'ses and nevel1heless would remain healthy and 
gainfully pl'ofitable Bank. 
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2.6 Objectives of Mercantile Bank Limited: 

Strategic objectives: 
./ To achieve positive Economic Value Added (EVA) each year; 
./ To be market leadel' in product innovation; 
./ To be one of the top thl'ee Financial Institutions in Bangladesh in terms of 

cost efficiency; 
./ To be one of the top five Financial Institutions in Bangladesh in tel'ms of 

market share in all significant market segments we serve, 

Financial objectives: 
./ To achieve a return on shareholdel's' equity of20% or mOl'e, on average. 

2.7 Values of Mercantile Bank Limited: 

./ For tlte customers: Providing with cat'lng services by being innovative in the 
development of new banking products and sel'Vices . 

./ For the shareholders: Maximizing wealth ofthe Bank. 

./ For the employees: Respecting worth and dignity of individual employees 
devoting their enel'gies fOl' the progl'ess of the Bank. 

./ For the community: Strengthening the cOl'porate values and taking 
environment and social risks and rewa I'd into account. 

2.8 Strengths of Mercantile Bank Limited: 

./ Well- capitalized Bank with potential to incl'ease capital base . 

./ Homogenous Board of Directors . 

./ Computerized customel' services . 

./ Customer's faith as a stable and dependable Bank. 

2.9 Opportunity ofMercal1tiie Bank Limited: 

./ Public confidence as a financially stable Bank . 

./ Contl'ol and monitol'ing of the borrowers can be handled m a more 
consolidated manner . 

./ Less opportunity of bad debt . 

./ SecUl'ed market minimizing risk factors . 

./ MOl'e commercial branches. 
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2.10 I njormation Technology (IT) and Automation: 

All the branches of the MBL are fully computerized, New softwal'e is now in use to 
provide faster, accUI'ate and efficient services to the clients. The Bank is 
continuously striving fOl' ensUl'ing bettel' services thl'ough extensive automation of 
its branches. The Bank has set up a full-fledged IT division to keep abl'east of the 
latest development of IT fOl' ensuring better service in the days to come. 

2.11 Human Resources Development (HRD): 

The Bank's work fOl'ce is comp<)sed of personnel having sound academic 
backgl'ounds with vast experience in Banking. Human I'esources development 
creates an envil'onment by dynamic, enthusiastic and vigorous participation of all 
individuals. With opening new branches the total head count would inCl'ease in the 
year 2005. To make the pel'sonnel of the Bank knowledgeable and tmly 
pl'ofessional, it al'ranges training fOl' them at Head office of the Bank, BmM and 
othel' institutions. The management of the Bank sits with the bl'anch managel's and 
depal'tmental heads in regular meeting that pl'ovide scopes for open discussion, 
which help in fOl'mulating new strategies fOl' achieving tal'gets of the Bank. The 
Bank also gives due emphasizes on the motivational side of the employees by 
providing them competitive salary/pay packages well as by creating pro-active job 
environment in the Bank. 

2.13 Website: 

The Introduction ofIntel'llet has changed the traditional concept ofwol'ld trade and 
commel'ce. As the time is pl'ogl'essing its necessity is being felt more in the 
prevailing competitive environment since no organization can afford to remain in 
isolation with rest of the world fOl' its survival. Mercantile Bank's own IT team has 
developed a Web site to provide up to date infOl'mation on the bank at fmgel'tips to 
the h'ade and business communities of the world. It can be accessed to under the 
domain: www.mblbd.com 

2.14 Social Commitment and Future Prospect: 

This Bank has stepped into 7th year of its banking operations. So still at its infantile 
stage but within a shOl't span of time, consolidated its position with aU its inhel'ent 
strength and weakness. This bank would continue to keep its commitment towards 
societal pl'ogress by paJ1icipating in such programs in futUl'e. It would stand by the 
people thl'ough philanthropic activities whenever any crisis and disaster confront 
them. 
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It will be diversified in the days ahead of the management as they are planning to 
awa.od students of exceptional academic performance with scholarship in differen1 
educational institutions. The bank is focused on secmoing quality business. The 
management is optimistic that the volume of business would continue to increase in 
the coming years through their pragmatic and customer friendly policies in line with 
their attempt to open some more branches in the commel"Cially important places of 
the count.")'. 

2.15 Corporate Structure of Mercantile Bank Limited: 

The sponsOio directors of MBL are successful g'ooup of prominent local and non
.oesident of Bangladesh investo.os who have earned high c.oedentials and excellent 
.oeputation in their respective fields of business at home and abroad. The board of 
directors of MBL consists of 13 members. The board of directors, the apex body of 
the bank, formulates policy guidelines, provides strategic planning and supervises 
business activities and perfonnance of management while the board remains 
accountable to the company and its shareholders. The board is assisted by the 
Executive Committee and Audit Committee. P.oesently a team of expe.oienced 
p.oofessional headed by the Managing Dil-ector and Executives manages the Bank. 

Board of Directors: 

• 

• 

• 

• 
• 

• 

• 

• 

• 

• 
• 

• 

• 

• 

Md. Abdul JaliI, Chai.oman 

Nargis Anwar 

Tazneen Aman 

Israt Jahan 

Fa.oida Begum 

Nazifa Khanam Chowdhury 

AKM Shaheed Reza 

Golam Famk Ahmed 

Md. NasiJ-uddin Chowdhmoy 

Morshed Alam 

Md. Shahabuddin Alam 

S.M. Abdul Mannan 

Saber Hossain Chowdhm"), 

Shah Md. Nurul Alam, Managing Director and CEO 
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Executive Committee: 

• 
• 
• 
• 
• 
• 
• 
• 

Golam Faruk Ahmed, Chail'man 
Morshed Alam 
S,M, Abdul Mannan 
Nal'gis Anwal' 
Tazneen Aman 
Ismt Jahan 
Farida Begum 
Nazifa Khanam ChowdhUl'Y 

• Shah Md, NUI'UI Alam, Managing Dil'ectOl' and CEO 

Audit Committee: 

• Sabel' Hossain Chowdhury, Chail'man 
• Md. Nasiruddin Chowdhury 
• Md. Shahabuddin Alam 

~Managing Director and CEO: 

• Shah Md. Nurul Alam 

Consultant: 

• Md. Rabiul Hossain 

Company Secretary (Acting): 

• Mil' Md. Hassanul Zahed 

Auditors: 

• A. Qasem & Co. and Khan Wahab Shafique Rahman & Co. 
Chartered Accountants 

Tax Advisor: 

• K M Hasan & Co. 
Chal1ered Accountants 
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2.16 Hierarchy of Mercantile Bank LTD 

CHAIRMAN 
BOARD OF Executive Executive Chief AdvisOio 
DIRECTORS committee committee 
l\1ANAGING 
DIRECTOR Company 
DEPUTY MANAGING 

Main branch 
Secretary 

DIRECTOR 
EXECUTIVE VICE Dhanmondi 
PRESIDENT Br. 
SENIOR VICE Kawranbaza.o 

Human ResoUioces Dept. 
PRESIDEl\Yf Br. 
VICE PRESIDENT Banani Br. Credit Division 

SENIOR ASSIST ANT Rajshahi Br. 

VICE PRESIDENT International Division 
Naogaon Br. 

. ASSIST ANT VICE 
Sylhet Br . Central Account Division 

PRESIDENT Naya Bazar Audit and Inspection 
Br. Division 

SENIOR PRINCIPAL 
Khatungang 

Development & 
OFFICER 

Br. 
Ma.oketing Division 

Mohakhali Br. 

Mirpur B.o. Research & Planning 
Division 

PRINCIPAL OFFICER Agrabad BI .. 
! 

Jubilee Road General Service Division 

B ... 

SENIOR OFFICER 
Joy Para Treasury & Money 
Br.,Dohar Division 

! OFFICER Ashulia Br. 

MadamBibirh 
PROBATIONARY atBr 
OFFICER Elephant Road 

Br . 
. Jl~OR OFFICER Uttam Br. 
ASSISTANT OFFICER Motijheel Br. 

TRUNEE OFFICER 
Board Bazar 

I 
Br. 
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2.17 Branches of Mercantile Bank LTD: 

Mercantile Bank LTD opened one new b.-anch in Sapahar, Naogaon district. 
Besides, recently it has opened a new b."anch at Mogh Bazar and Bijoynaga." in 
Dhaka city. It has plans to open few more branches in Dhaka city ve.), soon. The 
b.-anches which are operating in ditTerent areas of Bangladesh a."e given following: 

1) Main Branch 
61, Dilkusha Commercial Area 

Dhaka-l000, Bangladesh 

2) Dhanmondi Branch 3) Kawran Bazar Branch 
House No.2fl , Road No.28(Old) 99, Kazi Nazl"Ul Islam Avenue 
Flat No.G-l, Dhanmondi RIA, Co Kawran Baza." CIA, Tejgaon 

4) Agrabad B."anch 5) Joypara Branch 
39, Agrabad Comme."cial A."ea Samabay Supe." Market 
Hotel Hawai Building Joypara Bazar, Dohar 
Ag."abad, Chittagong, Bangladesh Dhaka, Bangladesh 

6) Banani B."anch 7) Rajshahi Branch 
Plot No.34, Awal Centre ZODIAC Building (First floOl") 
Kemal Ataturk Avenue, Banani 88 Gonok Para 
Dhaka-1213, Bangladesh Saheb Bazar,zero Point 

8) Naogaon Branch 
9) Sylhet Bl"anch 

Laldigirpa." 
Chakdev, Naogaon, Bangladesh 

Sylhet, Bangladesh 

10) Boa."d Baza." B."anch 11) Nayabaza." Branch 
Plot N 0.6511652 25/1, Zinda Baha." (Ist Lane) 
Boa."d Bazal" Nayabazal", Dhaka-llOO, 
Joydevpur, Gazipur, Bangladesh Bangladesh 

12) Khatungonj Branch 13) Mohakhali Branch 
599,Ramjoy Mohajan Lane Red Cresent Concol"d Towel" 
Khatungong, Chittagong, 17, Mohakhali Commercial A,"ea 
Bangladesh Dhaka-1212, Bangladesh 

14) Mil"pOl" Branch 15) Ashulia Branch 
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Razia Plaza (Ist Floor) Byuiyan Co~plex 
184, Senpara Parbata, MirpUl'-10 Jamgora Bazal' 
Dhaka-1216, Bangladesh Ashu\ia, Savar 

16) Uttara Branch 17) Jubilee Road Bmnch 
House No.10A, Road No.7D Kamal Chamber (2nd Flool') 
Sectol' No.9 61, Jubilee Road 
Uttara Model Town Uttal'a, Kotwali, Chitta gong, Bangladesh 

18) Elephant Road Bl'anch 19) Motijheel Branch 
Osman Plaza Malek Manson (Ground Floor) 
75, Elephant Road, Dhaka-1205, 128, Motijheel Commercial Al'ea 
Bangladesh Dhaka-lOOO, Bangladesh 

20) Madam Bibir Hat Branch 
21) Khulna Branch 

Bhatiary, Shitakund 
Rupsha Plaza 

Chitta gong, Bangladesh 
73, KDA Avenue Commercial 
AreaSonadanga, Khulna 

22) Rangpur Branch 
23) Satmosjid Road Branch 

Press Club Complex 
House No.735 (Old) ,82fA(New) 

Station Road 
Satmosjid Road, Dhanmondi 

Kotwali, Rangpur, Bangladesh 
RIA, 
Dhaka-1209, Bangladesh. 

24) Jhilongja Branch 
25) 0 R Nizam Road Bmnch 

Hotel Sea Palace 
Commercial View Complex 

Kalatoli Road 
191, C D A Avenue 

Cox·s Bazal', Bangladesh 
East Nasirabad, Medical College 
Panchlaish, Chittagong 

26) Bogra Bl'anch 
27) Chowmuhani Branch 

Bal'ogola Road 
Karimpur Road 

Bogl'a, Bangladesh 
Chowmuhani 
Noakhali, Bangladesh 

28) Konabal'i Bl'anch 29) Gulshan Branch 
Konabari Bazal' 54A Gulshan Avenue 
GazipUl', Bangladesh Gulshan, Dhaka 

30) HemayetpUl' Branch 
31) Feni Branch 

Hatim Ali Complex 
Vill. Hemayetpur, 105 (New) S S Kaisel' Road, 

P.S, Saval', Dhaka 
Feni Town, Feni 

32) Moulvi Bazar Branch 
33) Bijoynagar Branch 

Chowmuhona, P.S.COUl't Road, 
Kaizuddin Town 

Dist. Moulvibazar 
176 Shaheed Syed Nazrul Islam 
Sarani (New) 

34) Mogh Bazar Bl'anch 35) Sapahar Bl'anch 
227 (New),331 (Old) Outer Village and P.O. : Sapahal' 
Circular Road (Fit'st Floor) Union: Sapahar 
Baro Moghbazal', Dhaka P.S : Sapahar, Distl'ict : Naogaon 
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3 An overview of Principle Activities of Mercantile Bank Ltd 

3.1 Capital Structure of Mercantile Bank LTD: 

Table -3.1: Share ."an2e analysis at 31st Decembe." 2005 

Range No. Of Share No. Of Sha."es % Of Holdings 
From To Holders 

1 499 4305 517688 5.18 
500 5000 727 927991 9.29 

5001 10000 52 386346 3.87 
10001 20000 27 379060 3.79 
20001 30000 30 735852 7.36 
30001 40000 9 319307 3.20 
40001 50000 7 310824 3.11 
50001 100000 21 1480751 14.82 
100001 1000000 21 4934897 49.38 

5,199 9,992,656 100.00 

3.2 Trends of Branch Expansion of Mercantile Bank LTD 

Table-3.2: No. Of Branches of Me."calltile Bank LTD from the year 2001 to 2005 

Yea .. No. Of Branches 

2001 14 

2002 15 

2003 20 

2004 25 

2005 28 
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Chart-3.2~ Graphical presentation of Branch Expansion 

~-----------------------------------------------------------, 

No. Of Branches 

§ anChes ] 

2001 2002 2003 2004 2005 

Year 
L-_________________________________ _________________________ _ 

It can be seen from the table and the g."aphical p."esentation that no. of b."anches has 
inCl"easing day by day. In the yea r 2001, it was only 14 branches and in 2005 it goes 
to 28 branches. It shows that 1\-lBL has rapidly increased their bmnches. 

3.3 Number of Employees of Mercantile Bank LTD: 

Table-3.3: No. Of Employees of Me."cantile Bank LTD f."om the year 2001 to 2005 

Year No. Of Employees Growth 
2001 305 39.27 
2002 363 19.02 
2003 492 35.54 
2004 544 10.57 
2005 663 21.88 
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Graphical presentation of Growth of Employees 

Growth Of Employees 
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As the above g..aph shows that the growth of employees has an incl'easing and 
decl'easing trend, It has been observed that one-year gl'owth is high and the next 
yeal' the gl'owth is low. When there al'e some bl'anch open, the grow1h is high. The 
highest g.-owth was in 2001 (39.27%) and the lowest g.-ow1h was in 2004 (10.57%). 

3.4 Personal Banking: 

Under personal banking Mercantile Bank Limited Provide the following sel"Vices: 

.:. Double Benefit Deposit Scheme: 

Double Benefit Deposit Scheme is a time specified deposit scheme for individual 

clients where the deposited money will be doubled in 6 years. The key difTel'entiators 

of the pl'oduct will be: 

a. Amount of deposit - The minimum deposit will be BDT 100000.00 (eithel' singly 

or jointly). 

b. Tenure of the scheme- the tenure of the scheme wiIJ be 6 yeal's. 

c. Prematul'e encashment - If any client chooses to withdraw the deposit before the 
tenul'e, then slbe win only be entitled to prevailing interest rate on savings 
account in addition to the initial deposit however, withdrawal of the deposited 
amount before one year will not earn any interest to the depositor(s). 
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d. OD Facility against Deposit - Clients will have the option of taking advance up to 
80% of the initial deposited amount. The lending ."ate will be tied up with the 
inte."est ."ate offered on the deposit 

e. Govt. Cha'"ges - The matured value is subject to taxes and other Govt. levies 
du.-ing the tenure of the deposit . 

• :. Monthly Savings Scheme (MSS): 

Me."cantile Bank is well poised to be the leading Personal Banking business 
amongst the local private banks. Bank's conscious efforts in bmnd building, 
inh"oducing and supporting new packaged products, developing PB organization 
along with nontraditional delive."y channels have resulted in good brand 
awareness amongst its chosen target ma."kets. InstaJlment based savings schemes 
are a major category of saving instruments amongst mid to upper middle
income U1"ban population. MSS is an installment based savings scheme (Masik 
Sanchaya P."okalpa) of Mercantile Bank for individual clients. The prime 
objective of this scheme is to encoUl"age people to build up habit of saving. Unde." 
this scheme, one can save a fixed amount of money every month and get a 
lunative amount of money after five, eight 01' ten years . 

• :. Family i\tlaintenance Deposit: 

• Help the ."eti."ed pe."sons fo." investing their retirement benefits; 
• Create investment OPPOl"tunities for Non-Resident Bangladeshi; 
• Explore investment oppo.iunities for school, college, university etc; 
• Give investment opportunities for Trust; Foundation etc. 

Under this scheme, one can deposit certain amount of money for five years and 
in return he/she will receive benefits on monthly basis. Minimum amount of 
required deposit is TK.50, 000.00 or its multiple the benefit is TK.500.00 or it's 
multiple. Benefits sta.i ."ight f."om the fi."st month of opening an account unde.' 
the scheme and continue up to five years . 

• :. Special Savings Scheme: 

• Under this scheme, depositor's money wiD be tripled in 1S-year period. 
• Help in meeting specific needs like education, marriage etc. 
• Triple of the amount deposited after 15 yea."S. 
• Minimum deposit shall be Tk.50, 000.00 or it's multiple. 
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.:. Pension and Family Support Deposit: 

Pension and family support deposit has been evolved especially for seniol' 
citizens. Under this scheme one can get life long benefit if he/she deposits 
specific amount per month for a period of 1001' 15 years. The scheme can also be 
opened in the name of minol's . 

• :. Consumers' Credit Scheme: 

• Consumel'S' Credit is relatively new field of collateral-free finance of the 
Bank. People with limited income can avail of this cl'edit facility to buy 
household goods including computer and othel' consumer dUl'ables. 

• For the amount up to Tk. 1,00,000 the pel'iod is two years. 
• Interest rate will be charged quarterly rest. 
• The loan amount is directly credited to the customer's account. 
• Interest Rate 16.00% 
• Risk Fund 1.00% 
• Super'vision Charge (per year on outstanding balances) 0.25% 
• Application Fee BDT 200.00 

.:. Small Loan Scheme 

• This scheme has been evolved especially for small shopkeepers who need 
credit facility for their business and cannot provide tangible securities. Give 
collateral-fl'ee credit 

• Maximum amount of loan Tk. 2,00,000. 
• Intel'est Rate 16.00%; 
• Risk Fund 1.00%; 
• Service Charge 0.25% pel' year on outstanding balances; 
• Application Fee BDT 200.00; 
• Loan Limit BDT 2.50 Lac; 
• Repayment period 3 years; 
• Interest rate will be chal'ged at quarterly rest 

.:. Lease Finance 

This scheme has been designed to assist and encourage the genuine and capable 
entrepreneurs and professionals for acquiring capital machinet'ies, medical 
equipments, computers and othel' items. Terms and conditions of this scheme 
have been made easier in order to help the potential entl'epreneurs to acquire 
eqllipments of production and services and repay gradually from earnings on 
the basis of 'Pay as you earn'. 
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• The primary security would be the Ownership of fixed items. 
• Collateral: Landed property, Bank Guarantee, rCB Unit Certificate etc. 
• Lease period 3 to 7 yea.·s 
• Lease rent@ 16.00% 
• Risk Fund 1.00% 
• Service Charge 0.25% per yea.' on outstanding balance 

.:. Doctors' Credit Scheme: 

Doctors' C."edit Scheme is designed to facilitate fmancing to fresh medical 
graduates and established physicians to acquit-e medical equipments and set up 
clinics and hospitals. 

• Help new F.C.P.S. or post-g."aduate doctOl"s for setting up chambers and 
buying medical equipment. 

• Help experienced doctors fOl" refurbishing chambers and buying medical 
equipment. 

• Assist private clinics fOl" acquiring modern medical equipment. 
• Inte."est ."ate will be charged at qua."terly ."est. 
• Equity for new doctor 10%, for experienced doctor 15%, for hospital, clinic, 

diagnostic cente." 20%; 
• Interest Rate 16.00% 
• Risk Fund Tk. 1.00% 
• Repayment period 5 years 
• C."edit limit for new doctOl" 5.00 Lac, for experienced docto." 15.00 Lac, for 

hospital, clinic, diagnostic center 50.00 Lac; 
• Service Cha'"ge I Ledger Fee 0.25% per year on outstanding balances. 
• Application Fee DDT 200.00 

.:. Rural Development Scheme 

Rural Development Scheme has been evolved for the mral people of the countl·y 
to make them self-employed through financing vadous income-generating 
p.-ojects. This scheme is ope."ated on group basis. 

• Raise the standa."d of living of mral people. 
• Initiative to break the vicious cycle of poverty. 
• Enhance the purchasing power of mral people. 
• Credit limit Maximum Tk. 5,000 per person, Gradually enhance able up to 

Tk.l0,000 
• Interest Rate 14.00%, Risk Fund 1.00, and Repayment pe,"iod 1 yea'". 
• Service Cha'"ge 0.25% pe." year on outstanding balances. 
• SecUl"ity: Group guarantee, no collateral 
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.:. Women Entrepreneurs Development Scheme 

Women Entl'ep.'eneurs Development Scheme has been introduced to encourage 
women in doing business. Under this scheme, the Bank finances the small and 
cottage industry projects sponsored by women, 

.:. Small and Medium Enterprise (SME) Financing Scheme 

Small and Medium Enterpl"ise (SME) Financing Scheme has been introduced to 
assist new 01' expe.'ienced ent."ep.'eneurs to invest in small and medium scale 
industries, 

.:. Personal Loan Scheme: 

Personal Loan Scheme has been introduced to extend credit facilities to cater to 
the cr'edit needs of low and middle-income gmup fo.' any purpose. Government 
and semi-government officials, employees of autonomous bodies, banks and 
other financial organizations, multinational companies, reputed private 
organizations and teachers of recognized public and private schools, colleges and 
univel"Sities are eligible for the loan facilities. 

• The loan amount is directly Cl"edited to the customer"s account. 
• Loan limit BDT 3.00 Lac or' 8 times of monthly evidenced income, whichever 

is lowe.'. 
• Repayment period Maximum 3 years, that is 36 monthly installments. 
• For the amount up to Tk. 3,00,000 the period is 03 (Three) years. 
• Interest rate will be cha.'ged qua.'terly rest. 
• Interest Rate 16.00%, Risk Fund 1.00% 
• Super'vision Charge (per year' on outstanding balances) 1.00% 
• Application Fee BDT 200 

.:. Car Loan Scheme: 

Car Loan Scheme has been int.'oduced to enable middle-income people to 
purchase Cars/SUVs/Jeeps. Government and semi-government officials, 
employees of autonomous bodies, banks and othel' financial organizations, 
multinational companies, reputed pr'ivate organizations, teacher's of recognized 
public and private universities and businessmen ar'e eligible fo.' the loan 
facilities. 

• Help fIXed-income people for buying ca.' 
• Interest rate will be charged quar1erly rest. 
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• Maximum loan amount is BDT 25.00 Lacs. 
• Tenm·e ofloan is 05 (Five) yea,·s 
• Interest Rate 16.00%, Risk Fund 1.00% 
• Supervision Charge (per year on outstanding balances) 0.25% 
• Application Fee BDT 200.00 
• BDT 7.50 Lac fo.· reconditioned Car/Jeeps/SUVs and BDT 25.00 Lac for new 

Ca.os/Jeeps/SUV s . 

• :. ATM Card: 

Mercantile Bank Limited offers e-cash ATM card with all of its deposit 
accounts. To get ATM card customer has to apply separately while opening an 
account. It has a joint venture with E-cash, offers this catOd with the help of 
them. If an account holde.· has an A TM card with hislher account then 
Mercantile Bank hold a fixed amount of that account after concerning with the 
custome.· that hold amount only can withd.·awal by ATM card. At a time a 
cardholder can withdraw tk 5000 (five thousand) and as many time he/she 
wants but not mOl'e than the hold amount 

.:. Credit Card: 

• Dual Cord (two in one): Single card with double benefits. No hassle to canoy 
two cards (local and international). A single credit card can be used both 
locally and internationally to withdraw cash f.·om ATM fo.· POS transaction. 
This is the special feature ofMBL Visa card. 

• No cash withdrawal fee: Fo.· withdrawals of cash from MBL ATM by MBL 
ca.odholden no cash advance fee is necessary and from any other Q-cash 
ATM the fee is Tk.l0 only. MBL is the only bank offering such unique 
facility. Moreove.·, our Visa cardholder can also withdmw cash from any 
Visa logo ATM locally and intemationally. 

• Acceptability: InternationaVDual card is accepted all ove.o the world at 
millions of outlets and A TMs. A Dual ca.od is also accepted in most of the big 
cities like Dhaka, Chittagong, Khulna, Rajshahi, Sylhet at more than 10,000 
outlets including 4500 POS. It covers va.oious kinds of me.·chants like 
hospital, hotel, .oestaurant, depa."tment, store and the card have accessibility 
to any outlet having Visa logoo 

• Credit facility: Me.TantiJe Bank Ltdo Visa C.·edit card offers maximum 45 
days c.oedit facilities f.oee of interest and minimum payment is 5% of 
outstanding billing payment for easy .·epayment and convenience of the 
customers. 
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• Supplementary card: A principal cardholder may apply for unlimited 
supplementary card under one principal ca."d (local) whel"e one 
supplementary card will be charged to the principal card, 

• Advance against Credit card: MBL cardholdel" can take advance as term loan 
up to 50% of the card limit to be repaid on the monthly installment basis. 
Repayment period of such loan may be from 6 months to 36 months. 

• Checking facility against Credit card: Cardholder maybe allowed enjoying 
chequing facility to avail the cl'edit limit on case to case basis, FOI" 

convenience in life, one can settle their day to day payment by cheque against 
any transaction where cal"d is not accepted. Cheque maybe issued upto the 
limited amount with maximum 45 days intel'est fl'ee credit facilities like POS 
transaction, 

• Overdraft Facilities: Overdraft facilites upto 80% of the credit card limit may 
also be allowed for payment of the installment of scheme deposit with our 
Bank. 

• Payment of utility Bill: Payment of utility bills like telephone bills, gas bills, 
electric bills, water bills, may be settled by card. 

• Prepaid Card: Those who have no account with MBL may avail prepaid card 
facilities. The prepaid cardholdel's pay first buy later. Prepaid card offers the 
convenience and security of electronic payment in situations whel'e one might 
othel'Wise use cash, such as paying for a gift or a monthly allowance for a 
young adult. Examples also include gift cards and salary payment, etc, 

• Lost or Stolen Card: If card is lost or stolen, just make a call to our customel' 
selvice centre, at Head Office, cal'd division which is open to receive caD 24 
hours a day, 365 days a year. We shall stop operation of yom' cal'd instantly 
at the call. But for replacement of card, customer should give a letter. 

• Repayment: 
(i) Cl'edit Cal'd account statement is genemted to the cardholder on monthly 
basis if there is any balance outstanding in the ca."dholder account. 

(ii) If the cardholder repays the entire amount within the due date of 
payment, no interest will be charged and thereby cardholders enjoy 
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maximum 45 days credit facilities without intel'est fO,I' POS tl'ansactions. 

(iii) If the cardholder I'epay the minimum payment amount as shown in the 
credit cal'd account statement within the payment due date then no late 
payment penalty will be charged. 

• Calculation of minimum payment: 

(i) When the outstanding balance in the statement is less than 01' equal to the 
credit limit, the minimum repayment for the cUl'rent month is as under: (a) 
FOI' Intemational Cal'd: 5% of the billing amount 01" USD 25 whichever is 
higher. If the biDing amount is less than USD 25, it should be paid in full. 
(b) For Local car'd: 5% if the billing amount is TK.500 whichever is highel'. 
If the billing amount is less than Tk.500, it should be paid in full. 
(ii) When the billing amount in the card account statement is mor'e than the 
credit limit, the minimum payment is 5% of the credit limit plus excess 
amount of credit limit. 
(iii) If the cardholder fails to pay the minimum of the cu .... ent bill then in the 
next month the billing amount will be current month minimum plus previous 
month minimum. 

• Interest: 
(i) In case of POS transactions, if entir'e amount is not paid within payment 
due date, inter"est will be chal1~ed @ 2.5% on the outstanding balance on 
daily basis fr'om date of transaction. 
(ii) In case of cash withdrawal, interest will be char'ged @ 2.5% per' month on 
daily basis from the date of transaction il"respective of payment due date. 

• Cash advance fee: 
(a) MBL card to MBL ATM: no fee. 
(b) MBL card to other Q-Cash ATM: Tk.l0 per transaction, 
(c) MBL card to other' ATM: 2% of transaction amount or Tk.lOO whiche\'el' 
is higher. 
(d) For intemational card: USD 3 or' 2% of transaction whichever is higher . 

• :. Locker: 

Customers could use the lockel' facility of Dhaka Bank Limited and thus ha\'e 
the option of covering many valuables againsi any unfOliunaie incident. It offer' 
security to our locker service as affor'ded to the Bank's own proper"ty at a very 
competitive price. It would be at customer's service fr'om Saturday thr"ough 
Thursday fr'om 9:00 am to 4:00 pm. Lockel's ar'e available at Gulshan, Banani, 
Dhanmondi, Uttara, CDA Avenue & Cox's Bazar Br'anch. 
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.:. Phone Banking: 

Mer"cantile bank phone banking ser"vices allows account holder to conduct a 
val"iety of transactions by simply making a phone call fr"om anywher"e. Account 
holder can enquire about their" balance in his/ her" account, check tr"ansaction 
details or" "equest for accountholder's account statement by fax or mail. 

.:. Any Branch Banking: 

Convenience is the key feature of Mercantile Bank's personal banking p."og.-am. 
Their aim is to provide every customer easy access to hislber account from any 
branch and ultimately from anywhe."e . 

• :. Foreign Currency Account: 

Most branches of Mercantile Bank Limited have authorized dealers' license to 
deal in transactions in foreign currency and open fO"eign currency accounts. 
Current or fixed accounts US Dolla." or Pound Stel"ling. 

3. 5 Major Activities of Mercantile Bank at a glance: 

1. General Banking Services; 

2. Investment Banking; 

3. Intemational Trade; 

4. Money Market and Foreign Exchange Dealing; 

5. Corporate Finance & syndications; 

6. Capital Ma."ket Services; 

7. Me."chant Banking Services; 

8. Personal & Retail Banking; 

9. Risk Management & Portfolio Management; 

10. T"aining and Development; 

11. Social activities, etc. 
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3.6 General Banking: 

The general banking department does the most important and basic wo.·ks of the 
bank. All other departments are linked with this depa.'tment. It has vast range of 
activities. It deals with the gene.'al activities of bank such as issuing IT, DD, Pay
O.'de.', Cheque clearing etc. MBL provides different types of accounts, locker 
facilities d special types of saving scheme under general banking. For proper 
functioning and excellent customer service this depa.1ment is divided into various 
sections namely as follows: 

1) Deposit section 
2) Account opening section 
3) Cash section 
4) Bills and clea";ng section 
5) Remittance section 
6) FDR section 
7) Accounts section 

.:. DEPOSIT: 

A bask is essentially an inte.'media .. 'Y of sho.'t-term funds. It can carry out extensive 
lending operations only when it can effectively channel the savings of community. A 
good bank is one who effectively mobilizes the savings of the community as well as 
makes such e of savings by making it available to pl'oductive and priority SectOI"S of 
the economy thereby foste.'ing the g.'Owth and the development of the economy of 
the nation. 

Therefore deposit is the blood of a Bank. From the history and origin of the banking 
system, we can know those deposit collection is the main function of a bank. 

The deposits that are accepted by MDL like other banks may be classified into: 

1) Demand Deposits, 

2) Time Deposits, 

I 
Demand Deposits 

• Current account, 

• Savings account, 

• Call deposit from the 
fellow bankers. 

DEPOSIT 
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I 
Time Deposits 

• Fixed Depos it Receipt 
(FDR) , 

• Sho.,t Time Deposit 
(STD), 

• Bearer Certificate Deposit 
(BCD) etc. 
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.:. Demand deposits: 
The amount in accounts aloe payable on demand so it is called demand deposit 
account. These deposits aloe withdloawn without notice, e.g. current deposit MBL 
accepts demand deposit through the opening of it. 

Current Account: 

Both individual and businesspeloson can open this type of account concerns. 
Floequent tmnsactions (deposits well as withdrawal) are allowed in this type of 
account. A current account holder can draw checks on his account for any amount 
fOio any numbers of times in a day tbe balance in bis account permits. Tbis account 
ploovides no interest. The minimum balance to be maintained is TK. 5000. No new 
account can be opened with a check. 

In this kind of account a customer can deposit this money and can write one 01° more 
check to withdraw their money. For doing this notice is not loequired. He/she can 
deposit it whenever he/she wants to and can withdraw it whenever he/she wants to. 

Procedure for opening of accounts: 

Before opening of a cunoents or savings account, the following formalities must be 
completed by the customer: 

• Submit application on the ploescribed fo.om. 
• Furnishing photographs - 2(two) copies. 
• Introduction by an account holder. 
• Putting specimen signature in the specimen card. 
• Mandate if necessal"y. 

Aftel" observation of all the formalities mentioned above the applicant is required to 
deposit the minimum TK. 100 for opening a savings bank account and TK.5000 for 
opening a cmorent account. This is called initial deposit. As soon as this money is 
deposited, the bank opens account in the name of the applicant. It should be noted 
that the permission of the component authority fo." opening of an account is a must. 
The banke." then supplies the following books to the custom~r to op~mte th~ 
customer's accounts: 

• Pay-in-slip book, 

• A chequebook, 

• Pass book (In modern banking it has been replaced with the periodical 
statement of account) 
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In the name of individual: 

The client has to fill up a light gl'een account opening form, Terms and conditions 
are printed on the back of the form, The fOl'm contains the declaration clause, 
special instructions etc, two copies of passport size photographs duly attested by the 
introducel' al'e affixed with the form. 

In ioint name: 

In this type the formaJity is same individua1 account, but in the special instruction 
clause, either or "survivor" or "fOl'mel' or survivor" clause is marked. 

Proprietorship: 

In addition the customel" has to submit the valid trade Jicense and tax paying 
identification numbers (TIN) along with the application. 

Partners hip: 

In case of partnership account the banks ask fOl', 
- A copy of partnership agreement (partnership deed). 
- A letter signed by aJl pal1ners contained the following Particulars 
- The name and address of all partners. 
- The natUl"e of firms business. 

The name of the partnel" authol"ized to opel'ate the account in the name of the fil"m, 
including the authority to dl"3w, endorse and accepting the bills and mortgage and 
sell the properties belonging to the firm. 

Limited company: 

00 having the desire to open an account from a limited company, an ML officer a 
fOl' the following documents: 

- Registl'ation certificate fl'om the Registral' of joint stock of companies 

- Certificate of Incorporation 

- Certificate of Commencement of business. 

- Maximum of Association. 

- Articles of Association. 

- Copies of Annual Accounts. 

- Copies of Board I"esolution, which contains. 
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Societies, clubs and Associations: 

In case of those sorts of accounts MBL I'equil'es the following documents: 

- Registration Cel'tificate under the Societies Registration Act, 1962, 

- Copies of Memorandum, Articles of Association, 

- Resolution of the Managing Committee, 

- Power of Attorney to Bon'ow. 

Non - Government Organization (NGO): 

The account opening procedure is same but in exception is that tbe Registration 
Certificate from the Social Welfare Department of Government must be enclosed 
with the application, 

Joint account in the name of Minor: 

A Minor cannot open an account in hislher own name due to the in capacity to enter 
into a contl'act. He/she can open an account in MBL in Joint name of anothel' 
person who will be the guardian of himlher, 

Saving Account: 

Individuals fOl' savings purpose open this type of account, A minimum balance is 
requil'ed to be maintained in a SB account. Interest on SB account is calculated and 
accmed monthly and credited to hislher account half yeady. 

Interest calculation is made fOl' each month on the basis of the lowest balance at 
credit of an account in that month. A depositol' can withdraw from hislher SB 
account not more than twice a week up to an amount not exceeding 25% of the 
balance in the account. 

This deposit is basically merit for small-scale savers. There is rest.-iction on 
withdrawals in a month. Heavy withdrawals are permitted only against priOl' notice. 

Time Deposits: 

A deposit which is payable at a fixed date or after a pel'iod of notice is a time 
deposit. Mel'cantile bank accepts time deposits through Fixed Deposit Receipt 
(FDR), Short Time Deposit (STD), and Beal'el' Cel'tificate Deposit (BCD) etc. While 
accepting these deposits, a contract is executed between the bank and the customer. 
This contract will be a valid one only when both the parties are competent to en tel' 
into contracts. As account initiates the fundamental relationship and since the 
Banker has to deal with ditTel'ent kinds of pel'Sons with ditTel'ent legal status. MBL 
officials I'emain vel')' much careful about the competency of the customer. 
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Short Time Deposit (STD): 

The deposit in this account is witll.-awal on prior notice arising f"om 7 to 29 days 
and 30 days or more. The interest is paid on the balance of the account In short 
term deposit; the deposit should be kept for at least seven days to get inte.'est. The 
interest ofTe,'ed fOl' STD is less than that of savings deposit In MBL va.-ious big 
companies, Organization, Govemment Depa,1ments keep money in STD accounts, 

CONDITIONS: 

1. The interest is paid on the balance of the account. 

2. Kept fOl' at least seven days to get interest. 

3. Frequent withd.-awal is discouraged, 

4, Requires prior notice. 

Fixed Deposit: 

They are also known as time deposit 0" time liabilities. These aloe deposits, which are 
made with the bank fOl' a fixed period, specified in advance. The bank need not 
maintain cash rese,"Ves against these deposits and the,'efore, the bank ofTe,'s higher 
interest on such deposits, 

In M:BL, fixed deposit account is opened in two forms-Midterm (MTD), which is less 
than one yea,' and other is term deposit, which is more than one year. 

Opening of Fixed Deposit Account: 

The deposito.' h to fill an account fo,'m where in the mentions the amount of deposit, 
the period fOl' which deposit is to be made and name/names is which the fixed 
deposit ,'eceipt is to be issued. In case of a Joint name MBL also takes the 
instmctions regarding payment of money on matu"ity of the deposit. The banker 
also takes specimen signatu,'es of the deposito,'s. The banker also takes specimen 
signature of depositors. A fixed deposit account is then issued to the deposito,' 
acknowledging receipt of money mentioned the,'e, It also contains the I'ate of 
interest and the date on which the deposit will faU due fOl' payment. 
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3.7 LOANS AND ADVANCE 

The primary function of commel"Cial banks is the extension of cl'edit to bOiTowel·s. 
Bank credit is a catalyst for bl'inging about economic development. Without 
adequate finance there can be no gr'owth 01" maintenance of a stable output Bank 
lending is impOl'tant to the economy. It makes possible the financing of agl'icultun. 
commercial and industr'ial activity of a nation. At the same time, a bank will, 
therefore, distl"ibute its funds among val"ious assets in a mannel' as to derive 
sufficient income. But as liquidity and pl"ofitability ar"e conflicting considel'3tions, 
Mer"cantile Bank Limited, as a bank, while employing the funds pays due regard to 
both pr"ofitability and liquidity. 

Types of Loans and Advances: 

The different type of loans and advances that MBL offers are as follows: 

• Secured Overdraft (SOD): 

It is a continuous advance facility" But this agreement the bankel' allows his 
customer to overdl'3ft his cu .... ent account up to his cr'edit limits sanctioned by the 
bank. The intel"est is char'd on the amount, which he withd .. aws, not on the 
sanctioned amount. MBL sanctions SOD against differ"ent secu .. ity. Based on 
different types of security, we can divide the following category of the facility: 

• Cash Credit: 

a) SOD (General): Advances allowed to the 
individuals/firms against fmancial obligations i.e. lien of 
F.D.R. or Defense Savings Certificate (p.S.P.), Icn Unit 
Certificate etc. 

b) SOD (General): Advances allowed against assignment of 
WOl"k order for execution of contractual wOl'ks falls 
undel" this head. The advance is generally allowed for 
specific purposes. It is not a continuous loan. 

Cash Cr"edit is a favorite of bo .... owing by trader's, industrialist's etc. for meeting 
their wOl'king capital requi .. ements. It is ope .. ated like overdraft account. Depending 
on the needs of the business, the bo .... owel· can draw on his cash cl'edit account at 
differ"ent time and when he gets money can adjust the liability. MBL char'ges 
inter"est on the daily balance in the account. Depending on charging security there 
ar"e two for"ms of cash cl"edit: 
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a) Cash Credit (hypothecation): It is a short-term arrangement by which a 
customer is allowed to bOlTow money to a cel1ain limit sanctioned by tbe 
bank for a certain time, Under the condition tbe borrower is required to 
submit the stock fortnightly in the bank specimen fOI'm. It is allowed to 
maximum a pedod of one year. 

b) Cash Credit (pledge): It is also a continuous loan allowed against pledge of 
goods as primal"y secudties fall undel' this of advance. 

Foreign Documentary BiUs Purchased (FDBP): Payment made against documents 
I'epresenting sell of goods to local export oriented industries which are2 deemed as 
exports and which are denominated in Local currency/ Foreign cUlTency falls under 
this head The bill of exchange is held as the primal"y security, The client submits the 
bill and the bank discounts it, This temporary liability is adjustable from the 
proceeds of the bills. 

Term Loan: MBL considers the loans, which are sanctioned for more than one year 
as term loan. Under this facility, an enterprise is financed from the starting to its 
finishing, i.e. from installation to its production. MBL otTers this facility only to big 
industries. 

• Selection of Borrower: 

In lending the most important step is the selection of the bOl·rower. Due to the 
asymmeh'ic information and moml hazard, banks have to sutTel' a lot due to the 
classified loans and advances, which weakens the financial soundness of the bank. If 
the selection of the bOITower is that is, the bon'ower is of good character, capital 
and capacity 01' of I'eliability, l'esoul'ceful and I'esponsible, the bank can easily get 
the I'eturn from the lending. Consequently, monitoring is made much easier fOl' the 
banker. From this point of view, MBL follows the following procedures: 

Studying past track record: After getting an application for the loan, an MBL Official 
studies the past track of the applicant. Generally the study includes as follows: 

a) Account balances and the past transactions. 

b) Credit I'eport from other banks, 

c) Information of the Indush"y by studying market feasibility. 

d) Financial statements (balance sheet, cash flow statement, and income 
statement). If the borrower is a sole-proprietor, then the single entry 
accounting h'eatment is convel'ted to the double entry system. 

e) RepOl't fmm Cl'edit Information BUI'eau of Bangladesh Bank if the 
amount is more than TK.I0Iac. 
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• Credit Approval Procedure: 

Aftero receiving the application form the client, MBL official prepares a Credit Line 
Proposal (CLP) (Annexure-I, 2, 3) and forwa.ods the same to the Head Office to 
place befo.oe Head Office Credit Committee (HOCC) for appmval. It includes: 

a) Request for credit limit of customer. 

b) Pmject profIle/p.oofile of business. 

c) Copy oftrade license duly attested 

d) Copy of TIN certificate. 

e) Certificate copy of Memorandum & Articles of Association, certificate 
of incorpOioation, certificate of commencement of business, Resolution 
of the Board. Partnership Deed. (Where applicable) 

t) 3 years Balance sheet and p.oofit & loss account. 

g) Personal net worth statement of the owne.o/di.rectolos/partners etco 

h) Valuation certificate of the collateral secmoity in Bank's form with 
photograph of the security. 

i) C I B inquiry form duly filled in (for proposal of above IOlac). 

j) Credit report from another bankso 

k) Stock .oeport duly ve.oified (whe.oe applicable). 

I) IndentIProfo.oma invoice/Quotation. 

m) Price verification report. 

n) Statement of accounts. 

0) Declaration of the name ofthe sister concem and their liability. 

p) In case ofL/C detailed perfOiomance ofL/C during last yea ... 

Steps in lending can be sum up as follows: 

a) Entertainment of application for loan proposal. 

b) Preliminary sCl"eening of c.oedit proposal. 

c) Feasibility study & Appraisal of loan proposal or Credit investigation. 

d) Sanction of los or advances. 

e) Documentation. 

f) Disbursement of loans or advances. 

g) Supervision and follow up loans and advances. 
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• Securities: 

To make the loan secured, charging sufficient security on the nedit facilities is ve,-y 
impo,·tant. The banker cannot afford to take the risk of non-,"ecovea-y of the money 
lent. MBL charges the following two types of secm"ities: 

a) p .. imaa-y security: These are the security taken by the ownership of 
the items for which bank provides the facility" 

b) Collateral secm"ity: Collateral securities refer to the securities 
deposited by the thi"d pa,"ty to secure the advance for the bO'Towe," in 
na .. row sense. In wider sense, it denotes any type of security on which 
the bank has a personal right of action on the debtor in "espect of the 
advance. 

• Modes of Charging Security: 

The"e are different modes of charging securities are exercised by the bank: 

1. Hypothecation: In case of hypothecation, the possession and the ownership of 
the goods both ,'est the bo .... ower. The bo .... owe .. to the banker neates an 
equitable charge on the security. The bo .... owe.· does this by executing a 
document known as Agreement of Hypothecation in favor of the lending bank. 

2. Lien: Lien is the right of the banke .. to "etain the goods of the bon·owe .. until the 
loan is ,·epaid. The banker's lien is general lien A banker can retain all secul"ities 
in his possession till all claims against the concern person a,'e satisfied. 

3. Mortgage: According to section (58) of the T"ansfe,' of P .. ope,·ty Act, 1982 
mortgage is the "transfer of an interest in specific immovable property fOl" the 
pm'pose of securing the payment of money advanced or to be advanced by way 
of loan, existing 0" futu"e debt or the pe"formance of an engagement which rna,' 
give rise to a pecunia,-y liability". In this case the mortgagor does not transfe," 
the ownership of the specific immovable P"ope,"ty to the m0l1gagee, only 
transfe .. s some of his rights as an owne,·. The banker exercises the equitable 
mortgage. 

• Documentation: 

Documentation can be desc .. ibed as the process 0'" technique of obtaining the 
relevant documents. In spite of the fact that banker lends credit to a borrowe .. after 
inquiring about the character, capacity and capital of the bo .... owe .. , he must obtain 
proper documents executed from the bo .... ower to protect him against willful 
defaults. Moreove,', when money is lent against some security of some assets, the 
document must be executed in o,"de,' give the banker a legal and binding cha"ge 
against those assets. 
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Documents contain the precise terms of granting loans and they sel-ve as important 
evidence in the law courts if the circumstances so desire. That's why aU approval 
procedure and propel' documentation shall be completed priOlo to the disbursement 
of the facilities. Charge documents as loequired by the difTeloent types of advances 
are mentioned bellow: 

1. Loan: 

2, 

3. 

a. D P Note signed on I'evenue stamp (Annexure- 4). 
b, Letter of arrangement. (Annexure-5). 
c. Letter of disbursement. 
d. Letter of partnel'ship (partnel'ship farm) or Board of resolution (limited 

companies). 
e. Letter of pledge. 
f. Letter of hypothecation. 
g. Letter of lien fOl' packing credit. 
h. Letter ofIien and ownership/ shal'e transfer form (in case of advance against 

share). 
I. Letter of lien (in case of advance against F DR). 
j. Letter oflien and transfel' authority. (In case of advance against PSF, BSF). 
k. Legal documents fOl' mortgage of property. (As dl'aft by legal adviser). 
I. Copy of sanction letter mentioning details of terms and conditions duly 

acknowledged by the bOlTowel'. 
m. Tl'Ust I'eceipt. 

a. 
b. 
c. 
d. 
e, 
f, 

g. 
h. 

a) 
b) 
c) 
d) 
e) 
f) 
g) 

Overdraft: 

D P Note. 
Letter of palotnership. 
Letter of arrangement. 
Letter of continuity. (Annexure -6). 
Letter oflien. (Annexure-7). 
Letter of hen and owneloship/shaloe ta'ansfer fOl'm (in case of advance against 
share). 
Letter of lien and transfel' authority. 
Legal documents fOio mortgage ofplooperty. 

Credit Cash 

DPNote. 
Letter of pal1nership. (In case of partnership fum) or Board of loesoiution 
Letter of arrangement. 
Letter of continuity. 
Letter of hypothecation, (In case of cash credit "Hypothecation"). 
Legal documents for mortgage of property. 
Letter of pled a A .... angement of pledge.(In case of cash credit pledge). 
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Bills purchased: 

DP Note. 
Letter of par·tner·ship. (In case of partnership far'm) 01' Boar'd of r'esolution 
(in case of limited company). 
Letter of arrangement. 
Lettel' of acceptance, where it calls for acceptance by the drawee. 
Lettel' of bypotbecation of bill. 

Credit Disbursement: 

Having completed and accumtely prepar'e the necessary loan documents, the Loan 
Office.' I'eady to disbUl'se the loan to the bOITowel"s loan account. After 
disbursement, the loan needs to be monitored to ensure whether the tel'ms and 
conditions of the loan fulfilled by both bank and client or not. 

Credit Monitoring, Follow-up and Sup-vision: 

CI'edit monitoring implies that the checking of the pattern of use of the disbursed 
fund to ensUl'e whether' it is used for the l'ight purpose or not. It includes a reporting 
system and communication arrangement between the bon'ower and the lending 
institution and within depal'tment, appl'aisal, disbursement, I'ecoveries, follow-up 
etc. 

MBL Officer checks on the following points: 

a. The borrower's behavior of turnovel·. 

b. The information r'egal'ding the profitability, liquidity, cash flow situation and 
h'end in sales in maintaining various ratios. 

The review d classification of credit facilities starts at Credit Depal·tment of the 
BI'anch with the Branch Manager and finally with Head Office credits division. 

Loan Classification: 
Loan classification is a pr'ocess by which the l'isk or loss potential associated with 
the loan accounts of a bank on a particulal' date is identified and quantified to 
measUl'e accUl'ately the level of reserves to be maintained by the bank to provide for 
the probable loss on account those risky loan. 

All types of loans of a bank a I'e fall into the following foUl' scales: 

a. Ullclassified: Repayment is I·egular. 
b. Substalldard: Repayment is stopped 01' i .... egulal· but has reasonable prospect 

of improvement 
c. Doubtful llebt: Unlikely to be I'epaid but special collection efforts may l'esUIt 

in partial recovery. 
d. Bad/Loss: Very little chance of recovel)'. 
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Loan Classification procedure: 

The classification p .. ocedu .. e is done as pe .. the Cent .. al Bank's instmctions in B C n 
ci."Cula .. No.34 of 1989, BCD ci .. cula .. No. 20 of 1994. The loans a .. e classified on the 
basis of following c .. ite .. ia. 

Classifica tion critel"ia: 

a. Ove.·due (OV). 

b. Requi .. ed payment (RP). 

c. Limit Ove .. d .. awn (LD). 

d. Legal Action (LA). 

e. Qualitative Judgment (QJ). 

Legal Framework for Loan Recovery: 

Afte.· being classified, if the bo .... owe .. is unable to adjust the loan then the bank can 
take the following legal actions by filling suit: 

a. Filling ce .. tificate cases unde .. Public Demand Recovery Act- 1913. 

b. Filling money suit cases unde.· A.·tha Rin Adalat- 1990. 

c. Filling Bankruptcy cases under Bankmptcy Act- 1997. 

Filling cases unde .. Negotiable Instmment Act -1881 section 138 to 141 for 
insufficient fund. (In case of te .. m loan). 
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3.8 International Trade and Foreign Exchange Operations 

FOI'eign Exchange means and covers all business activities I'elating to import, 
export, inward and outward I'emittance and buying and selling of fOl'eign cu ... ·ency . 

• :. Import/ Export: 

ImpOl"t and export means flow of goods/sel'Vices pUiThased by a pal'ty of one 
location fmm a pal1y of othel' location. Normally ImpOl·tJ Expol"t is done through 
Letter of Credit (L/C). Lettel' of Credit is a definite undel·taking by the LIC issuing 
bank on behalf of the purchaser (Applicant) to the seller (Beneficiary) that the bank 
will alTange payment against delivery of goods/sel'Vices subject to fulfillment of 
cel"tain terms and conditions mentioned in the LIe. 

.:. Letter of Credit: 

Letter of Credit can be defined as a Credit Contract where by the buyer's bank is 
committed (on behalf of the buyer) to place an agreed amount of money at the 
seller's disposal uder some ag.·eed conditions. Since the agreed condition include 
among other things, the presentation of some specified documents, the Letter of 
C.·edit is called Documenta.), Letter of Credit. 

Documentary credit may be either: 

• Revocable Credit: 

A revocable c.·edit is a credit, which can be amended are cancelled by the issuing 
bank atany time without prior notice to the selle.'. 

• Irrevocable Credit: 

An irrevocable credit constitutes a definite undertaking of the issuing bank 
(since it cannot be amended or cancelled without the agreement of all parties 
thereto), provided that the stipulated documents are resented and the sellel' 
satisfies the terms and conditions. This sort of credit always refelTed to 
revocable letter of credit. 
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Parties related to a letter of credit: 

The parties are: 

1) The issuing bank. 

2) The confirming bank, if any 

3) The beneficial'Y. 

Othel' parties, which facilitate the documentary credit, are: 

1) The appJicant 

2) The advising bank 

3) The negotiating bank/applicant bank 

4) The tI'ansferring bank, if any. 

The parties of L/C: 

Importer: Sellel' who applies for opening an LIe. 

Issuing Bank: It is the bank which openslissues a LIC on behalf of the importel .. 

Confirming Bank: It is the bank, which adds its confirmation to the nedit and it is 
done at request of issuing bank. Confirming bank may 01' may not be the advising 
bank. 

Advising/NotiJYing Bank: It is the bank thmugh which the LIe is advised to the 
exportel's. This bank is actually situated in exportel"s country. It may also assume 
the I'ole of confil'ming and/ol' negotiating bank depending upon the condition of the 
cl'edit. 

Negotiating Bank: It is the bank that negotiates the bills and pays the amount of the 
beneficiary. The advising bank and the negotiating bank mayor may not be the 
same. Sometimes it can also be confil'ming bank. 

Paying/Accepting Bank: It is the bank on which the biD will be d.-awn (as pel' 
condition of the cl'edit). Usually it is the issuing bank 

Reimbursing Bank: It is the bank that would reimbUl'se the negotiating bank aftel' 
getting payment instruction from issuing bank. 

Import Procedures: 

* F'or engaging in international trade, every tI'ader must be first I'egistered with 
the Chief Controller ofImport and Export. 

* By paying specified registration fees and submitting necessal-y papers to the 
CCI&E, the t.-ader wiD get mc (Impol'l Registration Certificate). Aiter 
obtaining IRC, the person is eligible to import, 
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* Now the importer has to contract with the seller outside Jhe country to obtain 
the Performa invoicelindent, which describes goods. 

>< Indent is got through indentures a local agent of the sellel·s . 

.;. After the importer accept the Profol'ma invoice, he makes a pm'chase contmct 
with the exporter declal"ing the tel"ms and conditions of the import. 

>< ImpOl't procedure diffel's with different means of payment. In most cases import 
payment is made by the documentary letter of cl'edit (L/C) in our country. 

>< Then the importel" collects a Letter of Credit Authorization (LCA) from MBL 
principal branch. 

>< Bank gives export guarantee that it will pay for the goods on behalf of the buyer. 
This guarantee is called Letter of C,'edit. The buyer and the seller conclude. a 
sales contmct pl'oviding fOI" payment by a documentary credit. 

* Before opening LIC, importer applies for LIC limit. To have an import LIC limit, 
an impOl"tel" submits an apillication to the Department of MBL furnishing the 
following information, - Full particulars of bank account maintained with MBL 
pl"incipal bl'anch, Nature of business, I"equi!'ed amount of limit; Payment terms 
and conditions, Goods to be imported, Offel'ed SecUl'ity, Repayment schedule. 

A credit Officer scrutinizes this application and accordingly prepares a proposal 
(CLP) and forwal'ds it to the Head Office Credit Committee (HOCC). The 
Committee, if satisfied, sanctions the limit and I'eturns back to the branch. Thus the 
importer is entitled for the limit. 

After getting the importer applies to the bank to open a letter of cl'edit on behalf of 
him with required papers. 

MBL provides a printed form for opening of LIC to the importer. This form is 
known as Credit Application FOI'm. A special adhesive stamp is affixed on the fornl. 
While opening, stamp is cancelled. Usually the importel' expresses his desire to open 
the LIC quoting the amount of margin in pel'centage. 

1) Pl'oforma Invoice~ It states description of the goods including quantity of 
goods, unit price etc. 

2) The insurance cover note: The name of issuing company and msurance 
numbel' are to be mentioned on it. 

3) The Letter of Cl'edit AuthOl'ization (LCA) fOl'm: LCA form should be duly 
attested. 

4) The Form- IMP 

5) Tax infol'mation Certificate. 
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6) Forwarding for Pre-Shipment Inspection (PSI): ImpOl1:er sends forwarding 
letter to exporter fo.· P.·e- Shipment Inspection. But all types of goods do not 
require PSI. 

Scrutinization of Lie Application: 

' a) Thet\'ffiL Official scrutinizes the application in the following manne,'-
b) The te.·ms and conditions of the L/C must be complied with UCPDC 500 and 
Exchange Conn'ol & Import Trade Regulation. 
c) Eligibility of the goods to be imported. 
d) The L/C must not be opened in favor of the impo."ter. 
e) Radioactivity .·epOl·t in case of food item. 
f) Survey report 0.' certificate in case of old machinery. 
g) Carrying vessel is not ofIsrael or of Se.·bia- Monteneg..o. 
h) Ce."tificate declaring that the item is in operation not more than 5 yeafs in case of 
car. 

Accountine Treatment in case of Lie openine: 

:\ow if the Office.' thinks fit the application to open an L/C the following enn'ies afe 
ghen to realize the L/C commission, charges, postage, L/C mal1~in etc. 

Client's Account .................................................. , ............ D.'. 
Sundry deposit ma.'gin on L/C ............................................ .. Cr. 
Income AlC commission ..................................................... Cr. 
Sundry deposit margin fOfeign currency clearing (F.e.C) AlC .... C.·. 
\'AT (15% of commission) on L/C ..••.............••.....••.••..•..•.••.. Cr. 
Income AlC (postage/telex) .................................................. C.'. 

After that L/C number and the above enn'ies a.·e given in the L/C Registe.·. The 
contra entries stating the liability of the bank and the client are as follow: 

eu.stomer's Liability ....................................................... D ... 
Banker's Liability .......................................................... Cr. 

T ra~smission of Lie to Beneficiary through Advising Bank: 

Then the transmission of TIC is done through tested telex or fax to advise the VC to 
e advising bank. The advising bank verifies the authenticity of the LIe. 

39 Internship Report 



I 

I 

I 

J' 
j . 

J 
". 

All Appraisal of er' I 'll! ill II I. T/) III 
The impol1 procedure can be shown by the following ,flow chal1 

UvlPORT REGISTRA TION CERTIFICATE 

PURCHASE CONTRACT WITII FOREIGN SUPPLIER Drn.ECTL Y OR T1-rn.OUGH AGENT 

LETTER OFCRLDlT AUTHORISATION (LCA) FORM J 
1 

OPENING OF LETTER OF CREDIT BY THE Il'vIPORTERS BANK J 
~ 

DESPATCH OF LETTER OF CREDIT TO TI-IE BENEFlCIAR Y BY ISSUING BANKS CORRRESPONDENT 

I 
1 

RECEIPT OF IMPORT DOCUM.ENTS FROM NEGOTIATING/COLLECTING B AJ'JK 

J 
+ 

SCRUTIN)' OF IMPORT DOCUl'vIENTS .I INSTRUCT REI1vffiURSING BANK J 
~ I 

NOT TO HONOUR CLAllvI 

ARE THE DOCUlvIENTS? J 
~I INFORM NEGOTIATING BANK 
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~VIBL has corresponding relationship 01' arrangement throughout the wodd by 
which the L/C is advised. Actually the advising bank does not take any liability if 
otherwise not requil'ed 

.:. Presentation of the documents: 

1. The seller being satisfied wi.th the terms and the condi.ti.ons of the credi.t makes 
shipment of the goods as per LIe tel'ms. 

2. After making the shipment of the goods in favo.' ofthe imp0l1el', the exporter 
submits the documents to the negotiating bank 

3. Aftet' receiving aU the documents, the negotiating bank then checks the 
documents against the credit. If the documents are found in ordel" the bank will 
pay, accept or negotiable to MBL. 

4. Bl'anch & bank I'eceived seal to be afTIxed on the fonvarding schedule. 

5. The bill of exchange & transport documents must immediately be crossed 
to p.'otect loss 01' fl'audulent. 

MBL checks the documents. The usual documents are: 

• Invoice. 

• Bill of lading 

• Certificate of odginal. 

• Packing listIW eight list. 

• Shipping advice. 

• Non-negotiable copy of bill of lading. 

• Bill of exchange. 

• PI'e-shipment inspection repol't. 

• Shipment cel1ificate . 

• :. Examination of shipping document: 

One of the principals of document credit is that all parties deal with document and 
not with goods (Articles 6 ofUCPDC-500). That is why; the documents shouid be 
sCl'Utinized pl'Operly. If any discrepancy in the documents is found that is to be 
infOl'med to the pity. A checklist may be followed for examining the documents. 
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Amendment of the Letter of Credit: 

When the parties involved in a L/C~ especially the seller want to change the terms 
and conditions due to some obvious and genuine reasons the credit should be 
amended. MBL transmits the amendment by tested telex to the advising bank. If the 
L/C is amended, sel"Vice chal1~e and telex chal-ge is debited fl'om the party account 
accol'dingly. AccOl'ding Articles 5 of UCPDC 500. Amendments must be complete 
and precise. 

Retirement of shipping document: 

On scrutiny~ if is found that the document drawn in confOl'mity with the terms of 
the credit i.e. the documents al'e in OI'del' MDL lodges the documents in pad and 
following vouchel"S passed, 

Accounting treatment: 
LIC Margi Debit 
PADAIC Credit 
(Mal-gin amount t .. ansfe .... ed to PAD A/C) 

Customer AlC 
PADAlC Credit 

Debit 

(Customel' AlC debited for the I'emaining account) 

PADAIc 
MBL General AlC 

Debit 
Credit 

Exchange gains AlC Credit 
(AmoUllt given to MBL Genel'3l A/C and interest credit) 

Reversal entries 
Banker's Liability 
Customer's Liability 
(Lodgments is given) 

Debit 
Credit 

After realizing the telex chal'ges, sel"Vices charges, interest (if any), the shipping 
documents is than stamped with pad numbered and entel'ed in the PAD registel'ed. 
Intimation is given to the customer calling on the bank's counter I'equesting 
retirement of the shipping documents, After passing the necessary vouchers, 
endorsement is made on the back of the bill of exchange as received Payment" and 
the bill of lading is endorsed to the effect" Please delivered to the order of MIS, 
undel' two authorized signatUl'e of the bank's officel"S (p.A. holdel'), Then the 
documents are delivel'ed to the impol'tel'. 
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Payment procedure of the import documents: 

1) Date of payment: Usually is made within 7 day after the documents have been 
received If the payment is become differed, the negotiating bank may claim 
interest for making delay. 

2 J Preparing sale memo: A sale memo is made at B.C. .'ate to the custome.', As the 
T,T. & O.D. rate is paid to the ID, the difference between theses two .'ates is 
exchange trading. Finally, an inter Branch Exchange Trading Credit Advice is 
sent to ID) 

3) Requisition for currency: Fo,' arranging necessal"y fund fo,' Paymen~ a 
requisition is sent to the Inter·national Department. 

-') Transmission o.ftelex: A telex is transmitted to the correspondent bank ensuring 
that payment is being made. 

3.9 Number of Foreign CorrespondentIBank: 

Foreign correspondent relationship faciJities fOl'eign trade ope.'ations of the Bank, 
mainly in respect of export, import and foreign remittances. The number of FOI'eign 
Correspondents and Agents of the Bank covers important business and trade 
centers of the wol"ld to ensure bette.' and hassle f.'ee services to its import, export 
and remittances oriented clienteles. 

Table-39: Number of Foreign Correspondent/Bank 

Year No. Of Foreign Con'espondent Bank 
2001 145 
2002 215 
2003 240 
2004 255 
2005 266 
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Chart- 3.9: G.oaphical pi°esentation of Fo.oeign Co .... espondents 
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As the above graph shows that the numbe.o of Foreign COlTespondent is inc.oeasing 
day by day. Because of the fo.oeign transaction is increasing. The inc .. easing hoend 
reflects that the Foreign COlTespondent will also keep inCl"easing in the comine 
years. The no. offOioeign cO.Tespondent in 2005 was 266 while in 2004 it was 255. 
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4 An Appraisal of the performance of Mercantile Bank LTD 

4.1. Deposit Mobilization of Mercantile Bank Limited: 

Table 4.1: Deposit Mobilization ofMBL from the year 2001 to 2005 

Year Deposits (In million taka) Gl"OwthJ%) 
2001 12234.70 
2002 15150.42 
2003 16285.19 
2004 22385.19 
2005 25727.47 

Source Annual Report 2004 & 2005 ot Mercantile Bank LUIllted 
Deposits of.lv1BL for the Year 2000 was tk8896.20 million 

37.53 

23.83 

7.49 

37.46 

14.93 

Chart-4.1: Graphical presentation of Deposit Mobilhation ofMBL 
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It can be seen from the table and the graph that the deposit mobilization of MBL is 
increasing every year at a vel'Y high rate. In the year 2003 and 2004 the incl'ease is 
more compal'ed to the othel' thl'ee years. The increasing tl'end I'eflects that the 
deposits wiD also keep increasing in the coming yeal's. But alternatively we can also 
observe that the pel'centage growth in deposits has decreased. Only the year 2004, it 
has been incl'eased by 37.46%. 
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4.1.2. Deposit Mix for Mercantile Bank Limited 

Mercantile Bank Ltd offers different attractive deposit account to its customel'S with 
an attractive intel'est mte and other facilities. Maintaining the profitable deposit 
mix is one of the main objectives for the top-level managel's. The deposit mix fol' 
MBL as on Decembel' 31, 2005 was as follows: 

Table 4 1 2' Deposit Mix fOI' Mel'cantile Bank Ltd . . . 
SLNo. Types of Deposits Taka (in million) % Of Total 

Deposit 
1 Deposits under scheme 10278.58 39.95 
2 FDR 8787.53 34.16 
3 Call Deposits 640.00 2.49 
4 Savings 1473.58 5.73 
5 Current 840.35 3.27 
6 STD 744.76 2.89 
7 Others 2962.63 11.52 

25727.43 100.00 
Total 

Sow·ce: Annual Report 2004 & 2005 ofMercantJle Bank Limited 

Chart-4, 1.2: Deposit Mix (or Mercantile Bank LTD 

Deposit Mix 

34% 

o Deposits under scheme 

OFDR 

o Call Oeposits 

oSa"';ngs 

• Current 

o SID 

Others 

F.·om the table above, we can see that in the deposit mix for the year 2005, 
Mel'cantile Bank pulled up its main portion of deposits from Deposits under various 
scheme (40%), folJowed by FDR (34%), Others (12%), Savings (12%), CUI'rent 
(3%), STD (3%) and Call deposits (2%). 
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4.2. Loans and Advances 

TabJe 4.2: Loans and Advances ofMBL f."om the year 2001 to 2005 

Yea'" 
Loans and Advances 

(In Million Taka) 
2000 3912.97 
2001 6707.42 
2002 88%.19 
2003 10775.95 
2004 17669.29 
2005 21857.05 

Source: Annual Report 2004 & 2005 of Mercantile Bank Lrn1lted 

Chart-4.2: Graphical presentation o(Loans and Advances o(MBL 
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It can be seen f,"om the table and the g.-aph that the Loans and Advances of MBL 
are increasing eve,')' year at a very high rate. In the yea." 2003, 2004 and 2005 the 
increasing rate is more compared to the other two years. The increasing trend 
I"eflects that the Advances will also keep increasing in the coming years. 
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4.3. Import Business of Mercantile Bank LTD from the year 2001 to 2005 

T bl 4.3 I a e- : mpor"t b us lOess 0 

Year 
Impor1 business 
(In million taka) 

2001 12268.00 
2002 15112.50 
2003 20380.80 
2004 28325.20 
2005 33271.90 

Source Annual Report 2004 & 2005 of MercantIle Bank LImIted 
Imports of:MBL for the Year 2000 was tk.92 J9.50 million 

fMBL 
Growth 

33.07 
23.19 
34.86 
38.98 
17.46 

Chart-4.3: Graphical presentation o[Import business o[MBL 
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It can be seen from the table and the graph that the imp0l1 business of MBL is 
increasing every year at a very high rate. In the year" 2003 and 2004 the increase is 
more compared to the other three years. The increasing trend r"eflects that the 
import business will also keep inueasing in the coming years. But altematively we 
can also observe that the per"centage gl"Owth in import business has fluctuated. In 
the year 2001,2003,2004 it has been increased. In the year 2005 it is only 17.46%, 
which is 21.52% lower than the year 2004.Though the growth rate is not increased 
that much but the volume of imp0l1 is increasing every yea.". 
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Chart-4.3.1: Graphical preselltatioll o(Import Busitless o(MBL as growth (%) 
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4.4. Export BU~'inej'j' ofj1fercantile Bank LTD from the vear 2001 to 2005 

Table-4.4: Expo.·t business ofMBL (In million taka) 
Yea.' Expo,·t business 
2001 10457.50 
2002 11377.30 
2003 15250.60 
2004 17411.00 
2005 24108.57 

Source Annual Rep0I12004 & 2005 of MercantIle Bank LImIted 
Exports of MBL for the Year 2000 was tk. 6554.40 million 

Gmwth 
59.55 
8.80 

34.04 
14.17 
38.47 

Chart-4.4: Graphical preselltatioll of Export busilless o(JI;IBL 
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It can be seen from the table and the graph that the export bu!;iness of lVIBL has an 
increasing trend. In the year 2005 the business is seen to be the highest compa"ed to 
other years. The increasing t"end reflects that the export business will also keep 
increasing in the coming yea.·s. But alternatively we can also observe that the 
percentage growth in export business has fluctuated. One year it has been increased 
,then anothe.· year it has been decreased. The highest growth rate was in the year 
2001 and the lowest one is in the year 2002. The bank handled an expOl·t volume of 
tk 24108.57 million dUl'ing the year 2005 as compa"ed to tk 17411.00 million in the 
previous yea.' (2004), which is the highest volume of expOli in five years. 

Chart-4.4.1: Graphical presentation of Export Business ofMBL as growth (%) 
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A bank can make loan gual'3ntee whereby it gual'3ntees the repayment of a loan 
made f"om party A to party B. That is, a gual'3ntee is an unde.iaking by a bank to 
stand behind the current obligations of a third pa."ty, and to can)' out that 
obligation if the thi."d pa.1y, and to ca.TY out that obligation if the third party fails 
to do so. 

Mercantile Bank also involved in such activities. As table: 3.5 and the following 
graph shows, MBL has increased such activities every year sta.iing from the yea.' 
2003. The highest being in tbe year 2005 and the lowest in 2003 in five years. 
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Table-4.5: Guarantee from the year 2001 to 2005 

Year Gual'antee (In million taka) 
2001 0 
2002 0 
2003 697,78 
2004 1180.31 
2005 2702.16 

Source: Annual Report 2004 & 2005 of Mercantile Bank Lnmted 

Chart-4.5: Graphical presentation o(Guarantee ... undertaken by o(MBL 
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4.6. Investment of Mercantile Bank LTD 

Mercantile Bank has diversified its investment portfolio thl'ough Lease Finance, 
Hire purchase and Capital Market Ope..ations besides the investment in Tl'easury 
Bills and Bonds, Prize Bonds. The emphasis on high quality investment has ensUl'ed 
the bank to maximize its profit. 

Mercantile Bank LTD is also a member of the Dhaka Stock Exchange and the 
Chittagong Stock Exchange. A specialized unit of the bank, the investment division 
manages the Bank's portfolio and actively pal'ticipates in the screen based on line 
trading of both the stock exchanges. The Investment portfolio made up of 
Government Securities and Shares & Debentures of different listed companies stood 
at tk. 3517.68 million for the year 2005. Hel'e the gl'owth 1'3 te is decl'easing every 
year. The highest gl'Owth rate was in year 2001, which was 95.97%, and the lowest 
growth I'ate was in year 2005, which was 13.16% as the graph and table 
demonstrate this. 
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Table-4.6: Investment of l\'Iercantile Bank LTD 

Year Investment 
(In million taka) 

2001 882.47 
2002 1382.29 
2003 2107.26 
2004 3108.51 
2005 3517.68 

~ : Annual Report 2004 & 2005 of MercantIle Bank Lllmted 
!nyestment of MBL for the Year 2000 was tk. 450.32 million 

GI'owth 

95.97 
56.64 
52.45 
47.51 
13.16 

Chart-4.6: Graphical presentation o(growth in Investment o(MBL 
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..t. -. Total Income of Mercantile Bank LTD from the year 2001 to 2005 

Table- 4.7: Total Income ofMBL 

Yeal' Total Income Growth 
(In million taka) 

2001 1268.90 ')Q 1.1 ... ..., .~ ...... 
2002 1592.30 25.49 
2003 1989.72 24.96 
2004 2717.67 36.59 
2005 3472.51 27.78 

:xr::.::-::l! Ann ual Re ort 2004 & 2005 of Mercantile Bank Limited p 
_ . I !ncollle ofMBLfor the Year 2000 was It 983.60 million 
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Chart-4.7: Graphical presentation o(growth o(Total Income o(MBL 
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It can be seen from the table and the g.-aph that the Total Income of MBL is 
incl"easing. Total income increased from tk. 2717.67 miUion in 2004 to tk. 3472.51 
million in 2005.But the growth rate is not increased that much. The highest gl'owth 
was in year 2004 (36.59%) and the lowest gl'owth was in year 2003 (24.96%). 

4.8 Total Expense ofJlfercantile Bank LTD from the year 2001 to 2005 

Table- 4.8: Total expense ofMBL 

Year Total Expense 

- (In miUion taka) 
2001 864.74 
2002 1131.06 
2003 1414.40 
2004 1895.91 
2005 2505.28 

-, 
Source: Annual Report 2004 & 2005 of Mere ant tie Bank Lumted 

Total E\:pense of MEL/or the Year 2000 was tk. 654.80 million 
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Clzart-4.8: Grapitical presentation orgrowtit or Total Expense orMBL 
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It can be seen from the table and the gl'3ph that the Total Expense of MBL is 
increasing but a very low rate. Total Expenses of the Bank stood at tk. 2505.28 
million during 2005 as compared to tk. 1895.91 million in 2004. The highest growth 
was in year 2004 (34.04%) and the lowest gl'Owth was in yea .. 2003 (25.05%). 

4.9. Total Income Vs Total Expense of Mercantile Bank LTD from the 
year 2001 to 2005 

Table- 4.9: Total Income Vs Total Expense of MBL 

Year Total Income Total Expense 
In million taka) (In million taka) 

2001 1268.90 864.74 
2002 1592.30 1131.06 
2003 1989.72 1414.40 
2004 2717.67 1895.91 
2005 3472.51 2505.28 

Source: Annual Report 2004 & 2005 of Mercantile Bank Limited 
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Chart-4.9: Graphical presentation of 'In come and Expense ofMBL 
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From the g.·aph and the table we see that, Total Income of MBL is highe.· than the 
Total Expenses. Every yea." Bank's Expenses are beyond then the Income, which is a 
positive sign of the Bank. The highest income and expenses was in year 2005 
(3472.51 million) and (2505.28 million). And the lowest one is in the year 2001 which 
was (1268.90 million) and (864.74 million). 

4.10. Net Profit After Tax of Mercantile Bank LTD 

Table- 4.10: Net Profit Afte." Tax ofMBL from the yea." 2000 to 2005 

Year Net Profit After" Tax 
(In Million Taka) 

2001 214.96 
2002 256.54 
2003 215.91 
2004 312.58 
2005 386.83 

Source: Annual Report 2004 & 2005 ofMercantIie Bank LImIted 
Net Profit After Tax of MBL for the Year 2000 was tk 97 {16 million 
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Chart-4.10: Graphical preselltation of growth of Net Profit After Tax ofMBL 
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From the table and the graph, it can see that the net profit aftel' tax was inueased 
every yeal" besides 2003, In year 2003, it has been decTeased. As a result the growth 
was -15.84%. From the gl'3ph, the highest growth was in year 2001 (121.47%) and 
the lowest was in 2002 (19.34%). 

4.11. Fixed Assets of Mercantile Bank LTD from tlte year 2001 to 2005 

Table-4.11: Fixed Assets ofMBL 

Yeal' Fixed Assets 
(In Million Taka) 

2001 67.76 
2002 69.55 
2003 81.50 
2004 103.54 
2005 366.80 

-Source: Arumal Report 2004 & 200j of Mercan tile Bank Limited 
Fixed Assets afMELfor the Year 2000 was tk. 51.39 million 
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Chart-4.11: Graphical presentation o(growth o(Fixed Assets o(MBL 
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It can be seen from the table and the g.'aph that Fixed Assets of lVlBL is inc.'easing 
every year a very high ,·ate. The growth of fixed assets is increasing and the highest 
growth was in 2005 (254.26%) and the lowest was in 2002 (2.64%). 

4.12. Earning per share of Mercantile Bank LTD from the year 2001 to 
2005 

Table-4.12: Earning per share ofMBL 

Year EPS 
2001 70.59 
2002 84.24 
2003 57.88 
2004 31.28 
2005 38,71 

SOlU'ce: Annual Report 2004 & 2005 of Me rcanlI Ie Bank Lmllted 
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Cltarl-4.12: Graphical presentation olEPS olMBL 
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It can be seen f!'Om the table and the graph that EPS of MBL has fluctuated in every 
year. In the year 2001 and 2002 it has been increased and then the following year it 
has been dec,·eased. The Eaming Per Share (EPS) stood at around tk. 38.71 in 2005 
as against tk. 31.71 in 2004 because of increase in paid-up capital. 

4.13. Dividend of Mercantile Bank LTD from the year 2001 to 2005 

Table-4.13: Dividend ofMBL 
Year Dividend cash (%) 
2001 30.00 
2002 35.00 
2003 -
2004 -
2005 5.00 

-Source Annual Report 2004 & 2005 ot MercantIle Bank Limited 
4.10 : Relw-n on Equity of Mercantile Bank LTD from the year 2001 to 2005 

4.14. Return on Equity of Mercantile Bank LTD 

Table-4.14: Return on Equity 

Year ROE 
2001 43.58 
2002 40.05 
2003 22.49 
2004 21,91 
2005 21.12 

Source: ArulUal Report 2004 & 2005 of Mercantile Bank Limited 

58 

Dividend Bonus 
1:10 
1:20 
1:40 
1:40 
1:50 

Internship Report 



An Appraisal of er · ",tilt, RailA I. Tn 

Chart-4.14: Graphical presentation o[ROE o[~BL 
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It has been obsel"Ved from the table and the gl"3ph that ROE has been decreased 
every year. Retum on Equity (ROE) stood at 21.12% in 2005 as against 21.91 % in 
2004. 

4.15 Return on Assets o.lMercantile Bank LTD from tlte year 2001 to 2005 

. . Table-4 15' Return on Assets of MBL 

Yeal' ROA Growth 
2001 1.91 25.66 
2002 1.74 -8.90 
2003 1.24 -28.74 
2004 1.47 18.55 
,2005 1.46 -0.68 

, 
Source: Annual Report 2004 & 2005 ot MercantIle Bank LlI1uted 

Cbal"t-4.15: GI"3Dbical presentation ofROA ofMBL 
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It has been observed f"om the table and the g"aph that ROA has been dec"eased 
every yea.'. Return on Assets (ROA) stood at 1.46% in 2005 as against 1.47% in 
2004. 

4.16. Non performing loan as % of Total Advances of Mercantile Bank 
Ltdfrom the year 2001 to 2005 

Table-4.16: Non- performing loans as percentage of total advances 

Yea.' Non- pelfol'ming loan as (%)oftotal advances 

2001 0.08 

2002 0.42 
2003 4.12 
2004 4.11 

2005 4.14 

Chart- 4.16: Graphical presentation of Non Performing Loan ofMBL 
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4.17: Volume of Non-performing loans of Mercantile Bank LTD from the 
year 2001 to 2005 

T bl 417 V I a e- . : oumeo f Ii non-pel' ormm2 oans 
Year Volume of non- performing loans 
2001 5.16 
2002 37.49 
2003 444.02 
2004 726.1 i 
2005 905.74 

Source Annual Report 2004 & 2005 of Mercantile Bank Limited 
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Chart-4 17· Gravhicaloresentation of Volume of Non-Performinf! Loan 
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4.18. Amount of provision against classified & unclassified loans of 
Mercantile Bank LTD from the year 2001 to 2005 

Table- 4.18: Amount of provision against classified and unclassified loans 
Year Classified Loans Unclassified loans 
2001 1.30 66.94 
2002 12.30 88.14 
2003 145.30 103.14 
2004 342.80 173.14 
2005 523.00 214.34 

Source: Annual Report 2004 & 2005 of MercantJie Bank LImIted 

Chart-4.18: Graphical presentation ofclo.ssified and unclassified loans 
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4.19. Capital adequacy ratio of Mercantile Bank LTD from the year 2001 
to 2005 

Table-4.19: Capital adequacy ratio ofMBL 

Year Capital adequacy ratio 
2001 9.66 
2002 8.11 
2003 10.48 
2004 10.24 
2005 10.39 

-Source: Aru1Ual Report 2004 & 200) of MercantIle Bank LlImted 

Chart-4.19: Graphical presentation of Capital adequacy ratio 
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It can be seen f.-om the table and the ga-aph that Capital Adequacy Ratio (CAR) of 
MBL has vell' much steady in the last three yean; (2003-2005). As pel· the guidelines 
of Bangladesh Bank, the Bank adopted BIS (Bank for Intemational Settlements) 
.·isk adjusted capital standards to measuroe capital adequacy. The capital adequacy 
ratio (CAR) stood at around 10.39% in 2005 as against 10.24% in 2004, reflecting a 
strong capital base of the Bank. 

62 Internship Report 



An Appraisal of 'ret/u/ill' naill, LTI} III 
4.20. Operating Efficiency Ratio of Mercantile Bank LTD from tlte year 
2001 to 2005 

Table-4.20: Operating Efficiency Ratio Of MBL 

Year Opemting Efficiency Ratio 
2001 68.15 
2002 71.06 
2003 71.09 
2004 69.76 
2005 72.15 

~ Sow-ce: Annual Report 2004 & 200) of Mercantile Bank LImIted 

Chart-4.20: Graphical presentation o(Operating Ef/iciencF Ratio 
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Ope.'ating Efficiency Ratio measures how much opemting expenses are incm'red to 
generate opemting .·evenues. It can be seen from the table and the graph that 
Opemting Efficiency Ratio of MBL has fluctuated in every year. Operating 
efficiency ratio stood at 72.15% in 2005 as against 69.76% in 2004. 

63 Internship Report 



An Appraisil/ of ('rctlllti/1! UtllIl, I.TlJ 

4.21. Net Interest Margin of Mercantile Bank LTD from the year 2001 to 
2005 

Table-4.21: Net Interest Mar-gin of MBL 

Year Net Intel'est Margin 
2001 3.13 
2002 3.16 
2003 3.36 
2004 3.24 
2005 3.05 

, 
Source: Aruma! Report 2004 & 2005 ot McrGmtile Bank Llmlted 

Charl-4_21: Graphical presentation orNet Interest Margin 
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Bank's net inter'est margin der'ived by net inter-est income divided by aver'3ge 
earning assets. It can be seen from the table and the gr-aph that the net interest 
ma'"gin of MBL is decreasing ever")' year". Only In 2003, it has been increased by 
3.36°/(1. In the year 2005 it was 3.05% as compa,"ed to 3.24% in 2004. Net Intel"est 
Mal"gin decreased as the lower spread is being resulted from the higher deposit r-ate 
and lower" yield on risk assets. This indicates a r"easonable spr'ead between inter'est 
income and interest expenses. 
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5 Problems of M erculltile Ballk Limited 

5.1 General problems of the Bank: 

Nowaday, Mercantile Bank Limited performs better in the banking secto." but it 
has not achieved the best in the banking sectOl". Howeve." from the study of this 
bank, in spite of theil" well reputation, the."e a."e some problems in thei." se.vices and 
policy implication. I have obse.ved some lacking in some a."ea of its operation 
dm"ing my th."ee months intemship p."ogram in Mercantile Bank Limited which I 
have fumished below: 

• 

• 

• 

• 

• 

• 

• 

• 

G."owth in assets depends on how fast deposits g.-ow. But in the deposit side 
Me."cantile Bank is facing some p.-oblems f."om thei." competitors because the 
competitOl"s a."e giving highe." interest rate in deposit. That's why lots of 
depositOl"s a."e leaving Me."cantile Bank Ltd; 

Numbet" of bt"anches of Mercantile Bank Ltd is not enough to serve the. 
potential customer than its ."ival banks. The bank is concentrating less in the 
rural secto." than the m"ban secto." for that it cannot ."each to the enti."e rUl"al 
people like any other nationalized public bank such as Sonali Bank, RupaJi 
Bank, etc; 

Mercantile Bank's EPS is decreasing day by day which imposes negative 
impact on the potential investo."s of the bank as well as the negative image for 
the bank; 

Higher se.ovice chat-ges compadng to othe." banks sometimes discom"age 
opening 0." maintaining accounts of Mercantile Bank LTD" This is the biggest 
p."oblems of Mercantile Bank Ltd which make the custome." less att."active 
townds the banks; 

The bank is sometimes left behind because of the absence of innovation of 
new segment in deposit collection and loans; 

Lack of p."ope." coo."dination between different depa.iments in the bank; 

Lack of customer motivation power in the personnel of customel" service 
depa."tment (gene."al banking depa.iment) which often dissatisfy the valued 
customers; 

There a."e few office.-s in the customer service department often fails to take 
care of p."oper customer need and ."equirements. 
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Sometimes problem al"ises due to the system failm'e and a long queue is 
found during, the system failure. These gives rise to a longer time in 
pl'oviding services, signatul'e verify and balance check become impossible 
which create a huge pl'oblem in doing the work in proper way. 

All the departments of the bank al'e not fully equipped with computel's. 
Sometimes employee has to wait for availability of computers and also 
lack of computer knowledge. 

Mercantile Bank Ltd have not yet setup proper network system to its all the 
branches. For that reason it cannot perform online transaction to all the 
branches; 

Branches do not have pl'opel' solutions against powel' cut; 

Mel'cantile Bank does not offer consumer loans to its officers except A VP 
I'auk, so the officers under A VP rank is de-motivated; 

There is limited number of ATM booths for the bank, which often creates 
problem for the ATM card user at time of urgent money need; 

Mercantile Bank's HR department controls its branches centrally from the 
Head Office so that it is impossible for them to get the propel' attachment to 
its employees. They evaluate their performance without conducting with 
them propel'ly, which often makes biasness, 

There is no way for reCl'eation fOl' the employees. Repetitive works create 
bore dome and it also lowel's the pl'oductivity and efficiency. 
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6. Recommendation 

6.1. Suggestionfor the Development of Mercantile Bank Ltd: 

" Though Mercantile Bank showed the reason of lower'ing the EPS issuing 
right shares for the certain year. But it is not the satisfactol"y reasoning; 
the bank should increase its net income doing efficient utilization of 
investment of the shareholders. Negative image often turns out the 
potential investors, which lowers the market price of the share. 
Management shou\d give keen eye on this matter. 

>- Selvice charge should be reduced compared to other rival banks and 
should provide extra facilities with its sel'vices . 

.,. The existing ATM booths al'e not enough to meet the consumers demand. 
So the bank should incl'ease the number of booths and those must be 
placed in convenient locations. Moreovel' the bank should check the 
existing A TM booths whethel' they are functioning properly on not; 

Good h'aining and propel' education have to be given to the personnel 
dealing with the customers, So that they can motivate the customel'S and 
be mOl'e inclined with the customer"s need and I'equirements, which leads 
to the overall customer satisfaction. 

Pl'Oper measure should be taken to reduce system failure to run the bank 
flawless; 

Mel'cantile Bank has to obselve its competitors wisely and make its 
product mOl'e attractive than its competitol's. At any cost it has to be one 
step ahead fl'om its competitors. 

>- The bank's HR department should be mOl'e active, should communicate 
with the employees directly to know their problems, qual"l'ies. At the time 
of performance evaluation they should be bias less, other wise it will 
hamper the motivation of the employees. 

>- Mercantile Bank should practice a pal-ticipant managel'ial process 
because in this all the wOI'ker'S get the chance fOl' participating in problem 
recognition and pl'Oblem solving, which will make the employees feel 
bette I'. This will work as a motivation weapon. Also awal'd-giving system 
should be activated depending on the performance appraisal of the 
employees. 
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>- The employees of the bank must well aware of using the equipments, 
especially computers. Today almost everything can be done through a 
computer. So the management should make the computea" knowledge 
must for the sta ffs. 

)r The goal of an OI"ganization is to "maximizing shareholdea"s wealth', but 
this is not the only thing that a company should look fOl", MBL should 
inca"ease its participation in vadous social awaa"eness program, 
sponsoring cultUl"al and spoa1s events etc, these things will cea'tainly 
increase its acceptability among the society, 

6.2. Some Threats/or Mercantile Bank Ltd: 

• 

• 

• 
• 

The emea"gence of seveml private and foreign banks with in the last few 
years offering similar services with less oa" fa'ee chaa'ge fOl' the facilities 
can be a major tha"eat fOl" the bank, 
The centa"al Bank exercises stl"ict control ovea' all banking activities in 
local banks, which sometimes impose barriea's in the normal operation 
and policies of the bank. 
Rival bank easily copy the product offea'ing by Mercantile Bank. 
Sometimes political loans are threat foa' the banking services, If the 
management of Mel'cantile Bank Limited takes cal'e of these things then 
the bank can pel"fOl'm best in the pdvate banking sectOl' in Bangladesh 
and satisfying its customel' pl'Operly, 
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Conclusion 

The financial system of Bangladesh consists of Bangladesh Bank (BB) as the central 
bank, 4 nationalized commercial banks (NCB), 5 govemment owned specialized 
banks, 39 domestic pl'ivate banks, 10 fOl'eign banks and 28 non-bank financial 
institutions. The financial system also embmces insumnce companies, stock 
exchanges and co-opel'ative banks. The commercial banking system dominates 
Bangladesh's financial SectOl' with limited role of Non-Bank financial Institutions 
and the capital market. The Banking sector alone accounts for a substantial share of 
assets of the financial system. The banking system is dominated by the 4 
Nationalized Commel'cial Banks, which together contmlled mOl'e than 54% of 
deposits and opel'ated 3396 bmnches (55% of the total) as of June 30,2003. So ifs 
difficult for a bank to survive unless it pmvides good quality and prompt services to 
its clients. The general banking division should provide utmost services to retain the 
clients and should also try to attract more of them. The bank should have a good 
amount of deposit, for this it already have good number of savings schemes, but 
reducing interest rate will cel1ainly cut down depositol', so It should offer either the 
same or highel' than Its competitors. 

BOiTower should be watched constantly and if bo .... ower becomes defaulter the bank 
should issue legal notice to the defaulter. The bank should concentrate to I'ecovel' 
the fulJloans from the bo .... owel .. Experience and efficient employees should handle 
fOl'eign exchange department. FOl'eign Trade section handles millions and millions 
taka every day, so it should be done with caution and with utmost importance. On 
the whole the customel' wants good, efficient and prompt service from a bank, so the 
bank should concentrate on better customel' service evel'Y time. 

MBL is steel'ing a modern commercial bank, focused on the al'eas of cOl'e business 
of Consumel' Banking, Co ... )omte Banking and International Banking. The Bank's 
greatest assets al'e the trust of its customers. To keep this trust the bank maintains 
pl'ofessional and ethical standards amidst all odds of competitive envil'onment. 
Mercantile Bank is committed to seize the oppOl'tunities that lie ahead of it and its 
capable to build up an even more robust and profitable organization maintaining its 
commitments and standards. 
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