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Dz Tanbir Ahmed Chowdhury
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Subject: Submission of Internship Report.

Dear Sir,

W ith due respect I, IsmatZerin, ID:2007-2-10-032, would like to inform you that, it is
= great pleasure for me to submit the report on “ An Internship Report on Financial
Performance of United Commercial Bank, as a requirement for BBA program. While
conducting the report, 1 have gathered lots of knowledge about many unknown facts,
seoblems and prospects of banking sector like Retail Banking and the activities of
_ nized Commercial Bank in Bangladesh.

Therefore, I firmly believe that, this report will be able to meet your approval. I would
z=nuinely appreciate to make further corrections where it seems necessary by you.
% our kind advices will encourage me to conduct more works in future.

Sincerely yours
Lsmat Zetin...

IsmatZerin)lD: 2007-2-10-032



Llfimareal Comurtaercical]l Boarmbes Lol

ACKNOWLEDGEMENT

The successful accomplishment of this working report of internship is the outcome of
the contribution and involvement of a number of people, especially those who took
the time to share their thoughtful guidance and suggestions to improve the paper. At
the beginning I would like to pray my gratitude to Almighty Allah who enables me to
complete this paper.

This report entitles overview of the overall financial performance of United
Commercial Bank. I would like to express my sincere gratitude and appreciation to
my supervisor Dr. Tanbir Ahmed Chowdhury. It would not have been possible for me
to complete this report without his help, advices and overall supervision. This
constant encouragement and supervision throughout the period of this study have
been greatest inducement for me and directly contributed to the accomplishment of
the task.

[ am also indebted to Mr. Prince Mahmud, Mr. Bisshawnath along with others who
have been supportive through my internship.

Last but not least, I would also like to thank the department authority that provides me
the chance to be familiar with the real organizational environment and practically
experiencing the procedure practiced at UCB.



_—

LEirmnaeerd Coesrrarreercical Baoaoambc et o

This report is based on the Financial Performance of United Commercial Bank.
Internship program is the pre-requisite for the graduation in BBA. Classroom
discussion alone cannot make a student perfect in handling the real business situation;
therefore, it is an opportunity for the students to know about the real life situation
through this program. A report has to be built for the university and organization
requirement.

A Bank is an economic institution whose main aim is to earn profit through exchange
of money & credit instruments. 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. The
Bank divides its operation mainly three parts- General Banking, Foreign Exchange
and Loan & Advances.

In the organization part of this report, I will discuss about the banking system of
different divisions and all of their products and services for their customers. I have
done three months internship program in UCB. So from my job responsibilities, I
have gained practical knowledge about banking sectors and the working environment.
Also, from my working experience and observation I have found out some problems
which are very crucial. In the future, those problems can create the main barrier for
them to compete with other banks. According to the problems, I have tried to give
some recommendation which I think will be beneficial for the bank. In my report, at
first I have described the objective of my analysis and the process how I will discuss
the results of my analysis in a table. So, for the analysis I have collected the financial
statements of United Commercial Bank- Balance sheet, Profit & Loss account and
Cash- flow statement over last five years. At the beginning, I have shown the last five
years glance of United Commercial Bank in a table and after that I will show last five
years growth rate and different types of ratio analysis. I will also show the horizontal
analysis of balance sheet over last five years where the changes in amount and in
percentage will be described. To talk about the results of analysis, I will show some
tables with discussion of some important particulars of balance sheet- Investment,
Loan, Deposits, Interest income and expense, Fixed assets, Total assets, Total
liabilities and Total shareholder’s equity. From the discussion of all the analysis, a
conclusion will be drawn where I will discuss about the overall changes and the
actions that the bank should take to improve themselves. In my internship report I will
also show the Highlights of Last Five years also I will show the Balance Sheet and
profit and Loss accounts over the last five years.
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“ws report is being assigned as a part for the Degree of BBA (Internship). To prepare this
=oor under Department of Bachelor of Business Administration of East West University’s
w=c.rement, | accommodated my internship program in Principal Branch and Head Office of
- m2d Commercial Bank for the period of 3 months commencing from September 12, 2011
» December 13, 2011. For the completion of the course, I have prepared this report on the
wees of my practical experience by working in this branch. Since I worked in different
temartments of both principal branch and head office (General Banking, Loan and Advance,
“orzign Exchange Banking, Finance and Accounts etc) of United Commercial Bank for last
=r=c months, this report is being formed on the overall Financial Performance of United

_»mmercial Bank.

The purpose of the study is to gather practical knowledge regarding general banking
srocedures and its operation. Where the class provides us theories regarding different
subjects, practical orientation gives us the opportunity to view those theories and their

mplication. The objective of the study are the followings:

To get an overall idea about the products and services of general banking of UCB

To get overall idea of loan and advances
To appraise the financial performance of UCB
To identify the problem of UCB

To suggest the suggestion for the development of UCB

My internship supervisor suggested me to have a preliminary idea about financial

performance of United Commercial Bank and to be acquainted with the financial condition,

[t



Lenosits, investments and related matters of UCB to appraise the financial performance. My

w=oort bases on the following learnings:

Industry overview of commercial banks
Different deposit schemes of UCB
Different investment schemes of UCB

Financial data of UCB for the period 2006-2010

= report 1s based on both primary and secondary data analysis.

Face to face conversation with bank officers related with general banking, loan and

advance, foreign exchange

First hand banking activities conducted

Annual report of UCB from 2006 to 2010
Books and articles regarding banking

Different websites

tn

_wring the period 1 faced some barriers or limitation for making a complete and perfect

—=ort. These barriers and limitations are as follows:

The origination maintains confidentiality about certain information. They were not

willing to give any kind of internal information.

Some officials were not prepared to provide the data which could have helped to

prepare this report better.

1]



*_CB is a very busy financial institution. So the employees are always busy with their

actuivities and have little time to consult.
The study may suffer due to lack of experience.

Time is also limitation as the duration of the program was of 3 months only. It is not

znough for such extensive study.

Further analysis of the industry financial performances might help in appraising the
s<rformance of UCB.

)
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BANK’S PROFILE

B Brief Background of UCB

© Commercial Bank has started their operation in Bangladesh as a local bank in1983.
» =zve added 110 branches with Authorized Dealer (AD) branches with their name. They
w2l online banking facilities along with no charge in the local transactions. They have
“womated Teller Machine (ATM) Booth. But they also have the contract with Dutch
Same = Bank Limited to use their booths in all over Bangladesh by the UCBL customers.
I':m‘ s firm commitment to the economic development of the country, the Bank has already
mace z distinet mark in the realm of Private Sector Banking through personalized service,
“mmztive practices, dynamic approach and efficient Management. The Bank, aiming to play

» ==ong role in the economic activities of the country, is firmly engaged in the development

o ==acz. commerce and industry through a creative credit policy.

Swwrce: Annual report 2010-2011).

2.2 CORPORATE INFORMATION

“omc ol the Company ¢ United Commercial Bank
Lesal Status . Public Limited Company
B Datcof Incorporation  :  June 26, 1983

ate of Commencement:  June 27, 1983
Registered Office :  Plot -CWS-(A)-(1), Road No-34, Gulshan avenue, Dhaka-1212
“hone 2 +88-02-8852500
Fax : +88-02-8852500-6000
+ 88-02-8852504
E-mail : info@ucbl.com

Web site : www.ucbl.com

I



m's Office

% 5- A1 Road No- 34

zvenue, Dhaka-1212

“chzirman(@ucbl.com

w1th Dhaka Stock Exchange:

30, 1986

with Chittagong Stock Exchange:

15,1996

an : M.A.Hashem

ging Director M. Shajahan Bhuiyan

pany Secretary Mirza Mahmud RafiqurRahman

2 3 Mission statement of UCB

e mission of United Commercial Bank Limited is to offer financial solution that

_==z12, manage and increase our clients, wealth improving the quality life in the communities

we serve. (Source: Annual report 2010-2011).

2.4 Vision Statement of UCB

~nited Commercial Bank Limited wants to be the bank of first choice through maximizing
wzlue for our clients’, shareholder and employees and contributing to the national economy

with social commitments. (Source: Annual report 2010-2011)

2.5 Corporate Slogan of UCB

“Happy Banking”

I



Organizational Structure of United Commercial Bank

= four different wings to consist the organizational structure of UCB. They are:
Soard of Directors

+ Executive Committee
«  Audit Committee

+ Management Committee

Management of UCB

MMznagement team of the Bank is successfully led by Mr. M. Shahajahan Bhuiyan,
:ng Director. He is a renowned and a dynamic banker with more than three decades of

experience.

\fznagement is ably supported and assisted by qualified executive and officers.

9 BOARD OF DIRECTORS

of Directors

Chairman

Alhaj Akhtaruzzaman Chowdhury, MP
Vice Chairman

\1r. Showkat Aziz Russell

Chairman, EC

Mr. M. A. Sabur

Director & Chairman, Audit Committee

Mr. Md. Jahangir Alam Khan

I~



B Objectives of UCB

8.1 Corporate Objectives

: marketing team to be established for new innovative products and services for

"nz strong client’s base.

« Succession plan to be taken

« Contribution to social services by setting up UCBL foundation

« To inculcate culture and participative management throughout the bank.

« Increase professional efficiency and technology literacy throughout the organization.
« Putin place an effective Human Resource Management Department.

« Requirement of skilled and experience manpower through selective process.

« strong Database for evaluating various loan proposal within next year.

« Have a centralized core banking solution in place.

« Develop good governance throughout the organization

o
o~

.2 Business Objective

+  Build up a low cost fund base

+  Ensure 100% recovery of all advances

»  Make sound loan and investment. Meet capital adequacy requirement at all the time.
»  Focus on fee base income.

« Install a scientific MIS to monitor banks activities.

=)



Mr. M. Shahjahan Bhuiyan

Mr. Mirza Mahmud Rafiqur Rahman

Managing Director
Deputy Managing Director
Senior Executive Vice President
Executive Vice President
Senior Vice President
First Vice President
Vice President
First Assistant Vice President
Assistant Vice President
Senior Executive Officer
Principal Officer
Executive Officer
Officer

Junior Officer

e



=22 Commercial Bank maintains the jobs in a proper and organized considering their
me=rrelationship that are allocated in a particular department to control the system effectively.

_+ “zrent departments of UCB are as follows:

=ed Commercial Bank recognizes that a productive and motivated work force is a
srerequisite to leadership with its customers, its shareholders and in the market it serves.

=ed Commercial bank treats every employee with dignity and respect in a supportive
== ronment of trust and openness where people of different backgrounds can reach their full
potential,
“he bank’s human resources policy emphasize on providing job satisfaction, growth
‘ooortunities, and due recognition of superior performance. A good working environment
==7ects and promotes a high level of loyalty and commitment from the employees. Realizing
225 United Commercial Bank has placed the utmost importance on continuous development
¢ its human resources, identify the strength and weakness of the employee to assess the
ndividual training needs, they are sent for training for self-development. To orient, enhance
ne banking knowledge of the employees United Commercial Bank Training Institute

srzanizes both in-house and external training.

The major responsibilities of HR are as follows:

+  Employee recruitment
+  Posting
Transfer
Increment
Established yearly performance bonus
Provident fund
» Confirmation

Training

o



Travel policy

Telephone policy

The general banking department deals with the consumer credit schemes such as the personal
loan, car loan, education loan, tax loan, personal secured loan that are tailored to meet the
demand of individual customers. The manager of UCB credit who approves and administers
all the activities heads this department. The approval officer mainly rejects or approves the
credit requests. After being checked by the approval officer, the credit requests go to the

processing officer for further processing of the application.

Their main job is to take decisions regarding purchase and sell of foreign Currency. The
purpose of Treasury’s operations is to utilize the funds effectively and arrange funds at a
lowest possible rate of interest, through maintaining effective relationship with other banks

and following the Government rules and foreign exchange regulations

This department gives the software and hardware supports to different departments of the
bank. As United Commercial Bark is engaged in online banking, the role of IT is very crucial
for the bank. This department is the most active department of UCB where employees always
stand by to solve any problems in the system. The managers and executives of IT division
work continuously to develop the total IT system of UCB so that it can be operated with ease,
accuracy, and speed. Since its journey as commercial Bank in 1983 UCB has been laying
great emphasis on the use of improved technology. It has gone to online operation system.
The main software’s that DBL uses are:

SWIFT Manager

Word

Excel

PC Bank

Western Union

United Commercial Bank Foreign Trade



The borrowing capacity provided to an individual by the banking system, in the form of
credit or a loan. The total bank credit the individual has is the sum of the borrowing capacity
each lender bank provides to the individual. Credit Policy Committee is composed of the
managing director, the general manager, the Chief Risk Officer and the assistant general
manager responsible for credits. Committee meets every other week, evaluates the banks
overall lending portfolio and determines principles and policies regarding portfolio

management.

This is an integral and vital part of the bank. The services department ensures smooth
operation and functioning within and between all the departments of UCB . It also provides
continuous support to the core banking activities of UCB. The Manager of Services heads the
department who formulates and manages various critical issues of the services function of
UCB. He is followed by a group of executives who are the heads of various subsidiary

divisions that operate within the services department.

UCB have Visa Electronic and Visa Credit Card.UCB have also Visa ATM Acquirer along
with POS Acquire, which opened the opportunity for all the Visa Cardholders (domestic and

international) to use the ATMs.

This is considered as the most powerful department of UCB. It keeps tracks of each and
every transaction made within UCB Bangladesh. It is headed by Manager of CFO who
ensures that all the transactions are made according to rules and regulation of UCB group.

Violation of such rules can bring serious consequences for the lawbreaker.

The Risk Management Division is responsible for measuring risks that the Bank might face in
the course of its operations, developing corporate risk management policies and ensuring that

risks remain within the limits in which the Bank prefers to bear such risks in line with its own

11



strategic targets and risk appetite. The primary goal of risk management is to provide capital
to businesses in line with their risks (economic capital), maximize risk-adjusted return and
increase the added value.

The risk management function consists of Market Risk, Credit Risk and Operational Risk
Management Units. Bank Risk Committee, Asset-Liability Committee (ALCO), Credit
Policy Committee, and Operational Risk Management Committee are the other risk

management bodies.

Recovery Division

Legal Division

Small and Medium Enterprise Division
Corporate Banking Division

Credit Risk Management Division
Credit Administration Division
International Division

Corporate Affairs

Retail Banking Division

UCBL provides its clients with both incoming and outgoing remittance services. Thus the

expatriates find an easy way to send money through proper channel.

United commercial Bank, through its subsidiary UCB Securities Limited provides stock
brokerage, share transfer, portfolio management and fund management to issue in capital and
security market. At the same time underwrites, manages, and distributes the issue of stock

share, bonds, and other securities.



UCBL n2s s & e o« su—ec SME Banking Service to its customers. So the

bank comes W& s ow sweese o svour rushing to the bank. UCBL issues Travelers
checks o s s w0 ow o oo zbroad. The bank has introduced online banking
service 0 M vl SR ~=Zes Credit cards service for the interested clients.

Three tipes o s e " w = zmed facilities. The types are Classic, Gold and Pink.
Another cxe ool ane ~=- © _ard for Ladies. Locker service for your valuables is
there in T 05 &0 s s nes orovade the service. UCBL provides One Stop Service for

deserving clicnns sl Ss gmewndes a fast service to them.

l" ST TEENIENE
SME ek AL

T

1 =

e - — -

Presently the Hank is functioning with its country wide network of 110 branches covering all
division of the country. Out of 110 branches, Dhaka Division has 46 branches, Chittagong
Division hzas 34 branches , Sylhet Division has 13 branches, Rajshahi Division 7 branches,

Rangpur division 2 branches, Khulna division 7 branches and Barishal Division 1 branch.



DIVISION BRANCHES

Dhaka 43
Chittagong 34
Sylhet 7
Rajshahi 7
Khulna 2
Rangpur 2
Barishal 1

From table-1, we can see that presently the Bank is functioning with its country wide network
of 107 branches covering all divisions of the country. The Bank has set up a Zonal Office at
Chittagong to facilitate services to the customer. The number of authorized Dealer branches
is 22, Besides, the bank currently has 296 correspondents covering 57 important countries in
all the continents of the world which is continuously expanding to meet the growing cross-

border banking needs to customer.



by

2.14 Growth of Branches

In private sector UCB has the highest number of branches in Bangladesh and they will open

also new 6 branches in 2011.

Table 2: Growth of branches of UCB

2006 84 5%
2007 84 0%
2008 84 0%
2009 98 9%
2010 110 17%

Source: Annual Report of UCB,2010

From table-2, we can see, the branches growth are same in last three years from 2006 to
2008, it is raised in 2009 that is 9% and in 2010 its growth is raised more that is 17% because
UCB launched 12 new branches in that year.




Discrimination at work places is a very common phenomenon. Nevertheless UCB acts in an

ethical manner and keeps away from favoritism, injustice and discrimination. Responsibility

to employees in UCB includes taking care of the personnel’s welfare and safety at work and

developing their skills, competences and proficiencies at work.

2006

2007

2008

2009

2010

NUMBER OF
EMPLOYEES

2,029
2,028
2,292
2,508

2,738

GROWTH OF
EMPLOYEES IN A YEAR

2%%

16%

19%

45%

From table-3, it is reflected that in 2006 UCB had 2,029 employees and their growth rate

was 4% than previous year, but in 2007 their employee number reduced because some of

employee switched their job but I 2008 to 2010 number of employees are increased huge

because UCB recruits new employees.UCB creates job opportunity for fresh graduate.



2.16 Performance of UCB

Table 4: Last S years at a glance of UCB

Authorized 1000 1000 1000 1000 8000
Capital
Paid-Up 230 299 299 1194 2919
Capital
Reserve Fund 1262 1596 1889 2818 3451
Deposit 33016 42296 54485 77730 113071
Advances 26110 37556 44446 61692 93460
Investments 6101 5518 7201 9346 15048
Gross Income 4118 6052 7850 9540 13487
Gross 2797 4034 5400 6415 8755
Expenditure
Net-Profit (pre 1321 1668 1463 1542 4732
Tax)
Import 39853 60329 600009 58857 86667
Business
Export 20803 27230 36500 38519 50712
Business
Foreign 213 235 257 274 296
Correspondents
Number of 2029 2082 2292 2508 2738
Employees

Source: Annual Report of UCB,2010
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A deposit account is a current account, savings account, or other type of bank account, at a
banking institution that allows money to be deposited and withdrawn by the account holder.
These transactions are recorded on the bank’s books, and the resulting balance is recorded as
a liability for the bank, and represent the amount owed by the bank to the customer. Some
banks charge a fee for this service, while others may pay the customer interest on the funds

deposited.

YEAR DEPOSITS GROWTH OF DEPOSITS
2006 33,016
2007 42,296 71%
2008 54,485 29%
2009 77,730 28%
2010 113,071 34%

Table: 5 shows the growth of deposits of the bank registered an increase of 34% in 2010, total
deposit stood at TK 113,071 million against TK 77,730 million in the previous year. The
deposit mix comprised TK 20,143 million as demand and TK 92,928 million as time deposit,
the ratio of demand and time deposit to total deposit was 17.81% and 82.91% respectively.
Out of the total deposits, TK 103,474 million was mobilized from the private sector while the
balance TK 9,597 million from the public sector.



United Commercial Bank is well poised to be the leading Personal Banking business amongst
the local private banks. Bank’s conscious efforts in brand building, introducing and
supporting new packaged products, developing PB organization along with non-traditional

delivery channels have resulted in good brand awareness amongst its chosen target markets.

Monthly/Quarterly Interest payable-Fixed Deposit
Double Money-Fixed Deposit
Double Money-Fixed Deposit

Monthly Savings Scheme

Savings account for youngsters’

Monthly Savings Account for youngsters

Special Savings Account

Interest rate 0.00%

Individual Account



joint account
Proprietorship account
Limited Company Account
Individual account

Joint account

Proprietorship account

Limited company account

Minimum Tk. 50000
Multiples of Tk. 50000

3 years: rate of interest: 12%

5 years: rate of interest: 12%

Customers can open more than one UCB Earning Plus in different slabs

The depositor shall have to maintain SB/CD account with the same branches for

disbursement of monthly interest payable for the “UCB Earning Plus”

UCB Money Maximize is a time deposit product which offers double returns on depositor’s

fixed deposit over a certain period of time.

All UCB branches



6 years maturity time: 12.25%

Customer can open more than one UCB Money Maximize Account

Customer can take OD or EMI based loan facility against the deposit at any
time

Minimum loan size would be Tk. 500000

Interest rate for loan facilities are:

4% for OD and

3% for EMI

UCB Multi Millionaire is a remaining monthly savings schemes for Bangladeshi citizens who

have a future plan or dream to be millionaire or multi millionaire.

Customer can open more than one UCB multi millionaire account

Advance payment of any number of installment is acceptable

Must be citizen of Bangladeshi
Age limit 18+



Maximum Tk, 1000

Minimum Tk.500

5-10 years

12 %

Up to 90 % loan facility
Minimum loan limit TK .50000

6%

Daily interest rate
Interest rate half yearly
No service charge

Cheque free

Must be a student

Below 18 can open this account

Must be citizen of a Bangladeshi
Minimum Tk. 100000




Interest rate 5% to 7.25%

Interest rate 5% to 7.25%
Daily interest calculated
No service charge

No ledger fee

50% waived for credit

Must be a citizen of Bangladeshi

SB- Tk. 10000
CD & SND - TK. 5000

SD 4.5% to 7.5%

Interest paid half yearly
No service charge
Debit card is free

Online transaction is free



3.4 Deposit Scheme

DPS plus, Earning plus, Deposit Insurance scheme, Multimillionaire, Money maximize, Time
deposit scheme, Monthly saving scheme etc. are some of their deposit services. Clients

having requisite qualifications may have Foreign Currency Deposit accounts in UCB.

3.4.1 UCB Earning Plus

Regular account for (3) & (5) Years term ( Taka)

Table 6: UCB Earning Plus

50000 500 30 450
100000 1000 100 900
500000 5000 500 4500
1500000 15000 1500 13500
2500000 25000 2500 22500
5000000 50000 5000 45000

Source: UCB website (www.ucbl.com)

3.4.2 UCB DPS Plus

Table 7: UCB DPS Plus

Tk. 500 Tk.37995 Tk.97483
Tk. 1000 TK.75990 Tk.194966
TK.5000 TK.379949 Tk.074828



TK.10000 TK.759898 Tk.1949656
Tk.150000 Tk.1139898 Tk.2924484
Tk.250000 Tk.1899745 Tk.4874140

(www.ucbl.com)

UCBL Multimillionaire scheme is a deposit service providing you a great opportunity of
saving a good amount in a short time. The interest rate is quite high for idle money. There are
three levels in this scheme, namely 1 million, 5 million, and 10 million Taka. You have to
deposit an amount every month for 5 to 15 years and at the end you get the full amount as

declared.

TENURE MONTHLY DEPOSIT EQUITY VALUE
S years Tk.13160 Tk.10,00,000
6 years Tk.10450 Tk.10,00,000
7 years Tk.8550 Tk.10,00,000
8 years Tk.7100 Tk.10,00,000
9years Tk.6000 Tk.10,00,000
10 years Tk.5150 Tk.10,00,000



3.4.6 UCB Money Maximize

UCBL Money maximize is a lucrative deposit scheme for limited income people. This

scheme pays 9.10% of interest and the deposit is doubled just in 8 years.

Table 9: UCB Money maximize

Tk.1,00,000 6 years 12.25% Tk,2,00,000

Source: UCB website (www.ucbl.com)

3.4.7 UCB Youngster's DPS

Table 10: UCB Youngsters’' DPS

Tk.100 Tk.8119 Tk.22251
Tk.200 Tk.16238 Tk.44503
Tk.300 Tk.24357 Tk.66754
Tk.400 Tk.32476 Tk.89004
Tk.500 Tk.40595 Tk.11,11,253
Tk.1000 Tk.81189 Tk.2,22,510

Source: UCB website (www.ucbl.com)
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4, INVESTMENT

4.1 Investment

Investment has different meanings in finance and economics. Finance investment is putting
money into something with the expectation of gain, that upon thorough analysis, has a high
degree of security for the principal amount, as well as security of return, within an expected
period of time.!'! In contrast putting money into something with an expectation of gain
without thorough analysis, without security of principal, and without security of return is

speculation or gambling.

Investment is related to saving or deferring consumption. Investment is involved in many
areas of the economy, such as business management and finance whether for households,

firms, or governments.

4 2 Growth of Investment

Table 11:- Growth of Investment of UCB

2006 6, 101

2007 5,518 -10%
2008 7,201 31%
2009 9,346 30%
2010 15,048 61%

Source: Annual Report ofUCB,2010



It is reflected from Table — 11 that during 2010, total investment of the Bank stood of TK
15,048 million against TK 9,346 million in 2009.Income of TK 77 million has been earned
from dividend of different companies during the year under report .But in 2007 the
investment growth rate was negative from the previous year .The lowest investment growth

rate was -10% in 2007 and The highest investment growth rate was 61% in 2010.

A loan is a type of debt. Like all debt instruments, a loan entails the redistribution of financial

assets over time, between the lender and the borrower.

In a loan, the borrower initially receives or borrows an amount of money, called the principal,
from the lender, and is obligated to pay back or repay an equal amount of money to the lender
at a later time. Typically, the money is paid back in regular installments, or partial

repayments; in an annuity, each installment is the same amount.

The loan is generally provided at a cost, referred to as interest on the debt, which provides an
incentive for the lender to engage in the loan. In a legal loan, each of these obligations and
restrictions is enforced by contract, which can also place the borrower under additional
restrictions known as loan covenants. Although this article focuses on monetary loans, in

practice any material object might be lent.

UCBL caters export and import loan to deserving candidates which in turn helps the overall
economy of the country through increased earning of foreign exchange. It also disburse loan
to entrepreneurs for working capital. Trade and industry are also financed by the bank. The
bank provides Consumer Loan to potential customers for purchasing consumer products. This

scheme enhances the standard of living for the young and hard working people.



UCB have its personal banking program responding to the market demand for a complete
range of modern banking products & services. Here different types of loan is given. Specially
it is designed for giving personal purpose loan .

Retail Banking consists of the following products:

Home loan

Personal loan

Car loan

Any purpose loan P
Doctor loan | - .'.\.ﬁ,"‘\:\
Marriage loan ' _
Education loan ; Y }
Hospitalization loan .
CNG conversation loan
Overdraft

Advanced against salary

As part of establishing a personal banking franchise of United Commercial Bank, the bank
has successfully launched Personal Loan. The product is a term financing facility to
individuals to aid them in their purchases of consumer durables or services. The facility
becomes affordable to the clients as the repayment is done through fixed installment s
commonly known as EMI (equal monthly installment) across the facility period. Depending

on the size and purpose of the loan, the number of installments varies from 12 to 48 months.

Salaried employees

Professionals who are self employed and have at-least 3 years of independent practice in

the area of profession.

¢. Businessmen



As part of establishing a personal banking franchise of UCB, the bank has successfully
launched Car Loan. The product is a term financing facility to individuals to aid them in their
pursuit of has a car of their dream. The facility becomes affordable to the clients as the
repayment is done through fixed installment s commonly known as EMI (equal monthly
installment) across the facility period. Depending on the size and purpose of the loan, the
number of installments varies from 12 to 60 months. In case of brand new cars the loan

tenure will be maximum 72 months.

.. Salaried employees
. Professionals

Businessmen

The product is a term financing facility to individuals to aid them in their purchases of
apartment or house or construction of house. The facility will become affordable to the
clients as the repayment is done through fixed installment as commonly known as EMI (equal
monthly installment) across the facility period. Depending on the size of the loan, the

maximum period of the loan would be 180 months (15 years).

The target market for Home Loan will be mainly focused in Dhaka and Chittagong .
However, strong recommendation from branches operating in other areas will also be

facilitated with the major concentration on the following category -
Salaried employees of institutions with minimum 3 years continuous service

Self-employed Professionals who are self employed and have at-least 5 years of
independent practice in the area of profession. (Example: Doctors, Dentists, Engineers,

Chartered Accountants, Architects who are members of their professional institutes.)

Businessmen



Any Purpose Loan is a term financing facility to individuals to meet their immediate
requirements. The facility becomes affordable to the clients as the repayment is done through
fixed installments commonly known as EMI (Equal Monthly Installment) across the facility
period. Depending on the size and purpose of the loan, the number of installments varies

from 12 to 48 months.

This facility is available for Salaried Employees, Self Employed / Professionals or
Businessmen. Loans are restricted to Bangladeshi Nationals within 21 years to 57 years age
limit with a minimum verified Gross Family Monthly Income of BDT 10,000. The amount of
loan may vary from BDT 25,000 to 5,00,000 depending on the applicants requirement and

repayment capability.

The bank continued its participation in different credit programmers for financing new

industrial projects, working capital, trade finance, international trade etc.

YEAR LOAN & ADVANCES GROWTH RATE
2006 26110

2007 37556 44%

2008 A4446 18%

2009 61692 47%

2010 93460 51%

Table: 13, shows the growth pattern of Loan and Advances of UCB bank. The growth of loan

and advances is increased in 2007 44% from previous year but it is decreased in 2008 at 18%
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but it is raised again in 2009 at 47%. Total credit rose to TK 93,460 million in 2010 from TK
61,692 million of 2009 showing an increase of 51%.

4.7 Sector Wise Credit:

The credit deposits ratio stood at 82.66%. Sector wise credit during the year 2006-2010 was

as follows:

Table 14: Sector wise credit of UCB

(Figure in: Millions)

Agriculture 0 0 12896 237 334
Growth 0% 0% 29% 0% 0%
Rate
Industrial 5733 8911 1850 21473 27518
loan
Growth 22% 24% 4% 35% 29%
Rate
Commercial 0 0 0 16174 28721
lending
Growth 0% 0% 0% 26% 31%
Rate
Transport 0 222 331 12511 2708
Growth 0% 1% 1% 20% 3%
Rate
Import 6198 9946 9877 2264 12577
Growth 24% 26% 22% 4% 13%



Rate

Export 1553 2276 2543 4077 3312
Growth 6% 6% 6% 7% 4%
Rate
House 981 1334 1189 658 6270
building
Growth 4% 4% 3% 1% 7%
Retail loan 10021 14041 15760 1866 6763
Growth 38% 37% 35% 3% 7%
Rate
Staff loan 0 0 0 331 416
Growth 0% 0% 0% 100% 100%
Rate
others 1428 836 1189 2101 4841
Growth 5% 2% 3% 3% 5%
Rate
total 26110 37566 44446 61692 93460

Table: 14 shows that in 2006 to in 2008 retail loan sector’s growth rate is higher but from
2009 to 2010 staff loan sector’s growth rate is higher that is 100% in both years from the
previous years because last three years they did not give loan in this sector.UCB gives less
loan and sometimes give 0% loans in agriculture sector and transportation sector. Among the
total 100% loans they give 29% loans in agriculture sector in 2008 that was the highest rate

of agriculture sector in last five years. So UCB should give more loans in other sectors.



The following are the existing credit products of United Commercial Bank covering term
loan, export lending, working capital & commercial lending. The products are subject to
review and amendment of the product/launching new product will be carried out on a
continuous basis. Depending on the various nature of financing, all the credit facilities have

been brought under two major groups: (a) Funded Credit and (b) Non-funded Credit. Under
Funded Credit, following are the products of UCBL:

100% cash covered

Tenor : Maximum- 12 months
Tenor : Maximum- 60 days

Foreign-sight
Advance against Sight L/C
Forced Loan

Tenor : Maximum -21 days

Advance against EDF L/C
Forced Loan

Tenor : Maximum - 21 days
Advance against LC (A/G/B)

Forced loan

Tenor : Maximum - 21 days

Advance against Sight L/C (Local)



Forced loan

Tenor : Maximum - 21 days

To finance against Export L/C
To finance against Export Order
Pre-shipment Finance

Tenor : Maximum - 120 days

To finance import L/C

Tenor : Maximum - 180 days

To finance personal house/apartment

Tenor : Maximum - 15 years

To finance commercial house/ apartment

Tenor : 36-96 months

To finance residential building / apartment

Tenor : 60-120 months

To purchase /discount against local usance L/C

Tenor : As per LC Terms 180 days

Collection of local outstation cheques/ Drafts/Documents

Tenor - As per rules/terms

Collection of foreign cheques/ Drafts/Documents

Tenor - As per rules/terms

For contractual obligation (Bid-Bond, Payment Guarantee, Advance
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Payment Guarantee, Performance Guarantee, Customs Guarantee,
Shipping Guarantee

Tenor - Specific period



Credit approval process starts with receiving prescribed completed credit application from the
customer and ends with issuance of a written “Sanction Advice” by the Bank. Credit approval

process in the bank shall be guided by some basic principles. These are as follows:

A Credit Proposal is prepared by the Relationship Management Team either at Branch or
Corporate Division based at Head Office to present a concise and objective assessment of the
risks associated with lending money to the prospective borrowers. Banks have to ensure
before sanction/disbursement that their portfolio is of high quality, i.e., the risks associated

with the portfolio are relatively low. A credit proposal may be defined as hereunder:

Initiate credit facilities for any new relationship for the
bank.

Renew existing facilities extended to a borrower or

amendments to existing facilities at the Annual Review Date.

Propose amendments (for e.g., an increase in amount or
tenor or pricing, or a change in security structure), and/or new facilities for an

existing borrower at any time other that the Annual Review date.

Step-1: A potential borrower collects prescribed Credit Application Form from the
Relationship Officer of Branch/Corporate Division, Head Office/Web address of the Bank.
Later, he/she submits the filled in Credit Application Form along with required papers and

documents.

The Relationship Officer scrutinizes the Credit Application Form and other
documents submitted by the customer and make a preliminary assessment on
creditworthiness of the potential borrower on the basis of the information provided by the

borrower. Relationship Officer collects further information from the customer if it is felt
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necessary. And, if Relationship Officer finds the proposal not credit worthy, a refusal letter to

the customer would be sent immediately

Step-3:The Relationship Manager, singly or jointly with Relationship Officer, visit the
customer’s business premise and try to acquire proper understanding about the business
position, business expertise and reputation of the borrower, purpose of credit, actual credit
requirement, sources of repayment, etc. Besides, he/she negotiates with the customer about
the structure of the proposed credit facility to control the risks. Apart from this, he/she

assesses the value of the security to be offered and prepares Valuation Report .

Step-4: The Relationship Manager sends the Pre-sanction Inspection Report to the Corporate
Division, Head Office. The Head of Corporate Division or assigned Executive assesses the
credit proposal and may contact with the concerned Relationship Manager or directly to the
customer for any query. Finally, Corporate Division of Head Office communicates their

decision to the Relationship Manager.

Step-5: Credit Administration Department on receipt of the request letter from the Branch
will send the “CIB Inquiry Form” to Bangladesh Bank. Credit Administration Department
will send the CIB report immediately by facsimile/e-mail/courier service to the concerned
Relationship Officer on receipt of the report.
ih Banlk: The Head office collects all information and sends
the CIB form to Bangladesh Bank for clearance. Bangladesh Bank return this CIB form
within 10-12 days with reference no.
CIB report from Bangladesh Bank: In the CIB report Bangladesh Bank uses any of the
following reference no:
1. if the client has no loan facility in any bank or any financial institution then BB
(Bangladesh Bank) use ‘NIL’ in the report
s wsified): if the client has any loan facility in any bank or financial institution
and if the installment due 0 to 5.99 then BB use UC in the report
‘d): if the client has any loan facility in any bank or financial institution
and if the installment due 6 to 11.99 then BB use SS in the report
Joubtful): if the client has any loan facility in any bank or financial institution and
if the installment due 12 to 17.99 then BB use DF in the report
¢): if the client has any loan facility in any bank or financial institution and

if the installments due for more than 18 or above months then BB use BL in the
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report. This report indicates that the client is defaulter and the bank should not

provide loan the client.

CIB is a regulatory requirement for Loan Documentation. Credit Information Bureau (CIB)
of Bangladesh bank has a central database for all the lenders of Bangladesh. It contains the
total credit history of a client and act as the most dependable source to analyze the credit

worthiness of a prospective client. Obtaining the CIB clearance is a 72 hours.

To obtain a CIB report, AOD fills up the following Bangladesh bank prescribed forms

for each loan application:

For each individual/ institution
2 A: Owner information if borrower is institution
: Group/ related business information of borrower

\”: For each individual/proprietor/director/partner

These forms are filled up by the business units and sent to the CIB segment of AOD. CIB
segment maintains a central database for all the CIB inquiry forms. Each form is registered
under a Head Office serial number and a Branch/ Unit office serial number. Therefore AOD
prepares a forwarding letter with reference to 20 such inquiry forms, and sent them to Credit
Information Bureau of BB once in a day. Usually the CIB reports are received within 7-10

working days.

After receiving the reports from BB, AOD prepares a summary of the report and put that as
reference in the loan file along with the photocopy of the CIB inquiry forms, undertaking and
copy of the original CIB report. For any mistakes made in the forms, writing wrong spelling,
incomplete name of individuals or institutions, CIB report may show error as mismatch exists
there. Those CIB inquiry forms require to be sent again correcting the facts. CIB reports are
usually updated quarterly and half-yearly. Therefore most updated CIB reports are required to
be obtained and CIB report is also require for the same client for repeat loan. All forms need

to be supported by

. If, clean CIB Report is received, the Relationship Officer originates a formal Credit
Proposal in prescribed format that should carry the recommendations of the Relationship
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Manager. After signing by him, it is to be sent to the Corporate Banking Division, Head
Office and a copy to the Credit Risk Review Department of Credit Risk Management
Division.

/+ Corporate Banking Division, Head Office after modifying the proposal as required
place the proposal along with Head of Corporate Banking Division’s recommendation before
the Credit Committee. Head of Credit Risk Review Department of CRMD or his authorized

representative may report his observation in writing/verbally before the Credit Committee.

Credit Committee will analyze the proposal and if found viable recommend for
approval to the appropriate approval authority following discretionary power provided in
delegation of credit approval authority with their observations. If the proposal is endorsed by
the Credit Committee, Corporate Banking Division will prepare required Memo mitigating
the weakness/risk factors and incorporating the suggestion/observation of the Credit Risk

Review Department as well as Credit Committee for approval of the appropriate authority.

Step-9: If the facility is approved by the appropriate approval authority, Corporate Banking
Division will send the copy of approval Memo/Note sheet to Credit Risk Management
Division. On receipt of approval, Credit Risk Review Department of CRM issues Sanction
Advice to the originating Branch along with a Documentation Check List preferably on the
same date which clearly spells out what is the documentation formalities required to be

completed before disbursement.

): Sanction Letter to the customer following Credit Risk Review Department of CRM
sanction advice to be issued under dual signatures from the originating Branch. Preferably,
Relationship Manager and Credit Administration Officer of the Branch should sign on the

Sanction Letter.

It is important that once a credit is classified it should be monitored and administered
properly with a clear action plan for recovery/upgrade. Once an account is classified
following regulatory definition or objective criteria by the concerned Relationship
Manager/Branch Managers or independently by the Head of Credit Risk Review Department

in the normal course of inspection of a branch’s portfolio.



If the bank feels that legal action is warranted at any stage, then the account will directly be
referred to Legal Division in consultation with Head of Recovery Department and Head of
Credit Risk Management Division. As soon as the account is downgraded to Sub-Standard
status from SMA, the same should be transferred to the Recovery Department under Credit

Risk Management Division, Head Office in the following manner.

Within 7 days of an account being classified/downgraded to Sub-Standard (grade 6), shall
be transferred to Recovery Department.

Recovery Department would get the copy of the credit files from the Branch (keeping the
original with the Branch) of classified account for formulating necessary action. Transfer
of account responsibility will take place via a standard format called Classified Account

Representative of Recovery Department would review the documentation following

Documentation Checklist to ensure that all loan documentation is in place.

Representative of Recovery Department would meet the customer, and if required, review
the Stock Report and conduct Stock Inspection of accounts to arrive at an effective action

plan for recovery/upgrade.

Representative of Recovery Department will prepare a Classified Credit Review Report,
within 15 days of the transfer. The CCR should be approved by the Head of Credit Risk
Management Division, and copied to the Head of Corporate Banking and to the
Branch/office where the loan proposal was originated. This initial CCR should highlight
any documentation issues, loan structuring weaknesses, proposed workout strategy, and
should seek approval for any loan loss provisions that are necessary.

The Recovery Department of Credit Risk Management Division will manage accounts
with sustained deterioration (a Risk Grade of Sub-Standard (6) or worse). Sometimes, as
per recommendation of the Credit Administration Department and Corporate Banking
Division the Management may decide to transfer some SMA Accounts for effective

supervision or EXIT accounts graded 4-5 to the Recovery Department for efficient exit.

The recovery of problem loans must be a dynamic process, and the associated strategy
together with the adequacy of provisions must be regularly reviewed. A process should be
established to share the lessons learned from the experience of credit losses in order to update

the lending guidelines.
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A subjective measure of how well a bank can use assets from its primary mode of business
and generate revenues. This term is also used as a general measure of a bank’s overall

financial health over a given period of time.

The authorized capital of a bank (sometimes referred to as the authorized share capital or the
nominal capital) is the maximum amount of share capital that the bank is authorized by its
constitutional documents to issue to shareholders. Part of the authorized capital can (and
frequently does) remain unissued. The part of the authorized capital which has been issued to

shareholders is referred to as the issued share capital of the bank.

YEAR AUTHORIZED CAPITAL GROWTH RATE
2006 1000
2007 1000 0%
2008 1000 0%
2009 1000 0%
2010 8000 700%

Table: 15 shows the status of authorized capital of UCB which remained same from 2006 to
2009 at BDT 1000 million. However, in 2010 the bank increased the authorized capital to
BDT 8000 million and observed a growth of 700%



It is the amount of a bank's capital that has been funded by shareholders. Paid-up capital can
be less than a bank's total capital because a bank may not issue all of the shares that it has
been authorized to sell. Paid-up capital can also reflect how a company depends on equity

financing.

YEAR PAID UP CAPITAL GROWTH RATE
2006 299
2007 299 0%
2008 299 0%
2009 1154 299%
2010 2910 144%

It is reflected from table 16 that from 2006 to 2008 paid up capital was same, BDT 299
million. However, UCB raised more capital in recent years and currently has around 10 times

the capital they had in 2008. This may be due to the business expansion phase UCB is going
through.

It is an account set aside by bank to meet any unexpected costs that may arise in the future as
well as the future costs of upkeep. In most cases, the fund is simply a savings account or
another highly liquid asset, as it is impossible to predict when an unexpected cost may
arise. However, if the fund is set up to meet the costs of scheduled upgrades, less liquid assets

may be used.



YEAR RESERVE FUND GROWTH RATE

2006 1262

2007 1596 26%
2008 1889 18%
2009 2818 49%
2010 3451 22%

Table 17: shows the growth of pattern of reserve funds of UCB. From 2006 to 2010 in every
year reserve fund has increased from the previous year due to the continuous profit trend.
Every year the higher amount of loans generated higher amount of profit which resulted in a
higher growth rate year by year. In case of any unexpected loss situation, UCB can absorb
the hit though this reserve fund. The highest growth rate of reserve fund was in 2009 that was
49% and the highest reserve fund amount was in 2010 that was BDT 3,451 million.



An individual's total personal income before taking taxes or deductions into account. A

company's revenue minus cost of goods sold. Also called "gross margin" and "gross profit"”

YEAR GROSS INCOME GROWTH RATE
2006 4118
2007 6052 47%
2008 7850 30%
2009 9540 22%
2010 13487 41%

Table 18: shows the growth pattern of UCB, from 2006 to 2010 amount of gross income has
risen in every year from the previous year, that was BDT 4118 million in 2006 and it has
increased BDT 13487 million in 2010. It has some reasons to increase gross income in every
year because they give more loans than the previous year loans, so their interest income is
increasing from the previous year. On the other hand they take some loan from the other
financial institution, so they have to pay interest on those loans which they borrow. Now
Interest income minus paid of interest is the operating income of the UCB. They give more
loans than they borrow loans from the other institutions. That means their operating income is
increasing, those affects on gross income. The highest growth of gross income was 47% in

2007 and the lowest rate was 22% in 2009 in last five years.



Total of all expenditure of all kinds within the economy, public and private. It is usually

different from gross domestic product.

YEAR GROSS EXPENDITURE GROWTH RATE
2006 2797
2007 4034 449,
2008 5400 34%
2009 6415 19%
2010 8755 36%

It is reflected from Table 19 that during 2006 to 2010 in every year Gross Expenditure has
increased from the previous years because their operating expenditure is increasing in every
year (like- salaries, wages, director’s salary etc). The highest amount of Gross Expenditure is
BDT 8755 (million) in 2010 and the lowest Gross Expenditure was BDT 2797 (million) in
2006. On the other hand the highest growth rate was 44% in 2007. And the lowest growth

rate was 19% in 2009,

Here is shown a comparison between gross income and expenditure, also shown how much

gross expenditure is increased against income.



Table. 20: Comparison between Gross Income and Gross Expenditure of UCB

(Figure in: million, BDT)

2006 4118 2797 1321

2007 6052 4034 2018 Increase 53%
2008 7850 5400 2450 Increase 21%
2009 9540 6415 3125 Increase 28%
2010 13487 8755 4732 Increase 51%

(Source : Annual Report of UCB, 2010)

Table- 20: shows the growth rate between gross expenditure and gross income was increased
in 2007 from, and in 2010 it was increased again 51%. The lowest rate was 18% in 2008.But
it was increased for different reasons that were increasing of operating expenses and

operating income both in 2010.

5.7 Net Profit

net profit is calculated by subtracting a bank's total expenses from total revenue, thus
showing what the bank has earned (or lost) in a given period of time (usually one year). It is

also called net income or net earnings.



YEAR NET PROFIT GROWTH RATE

2006 1321

2007 1668 26%
2008 1463 -12%
2009 1542 5%
2010 4732 207%

Table 21: shows the growth pattern of Net Profit of UCB, during 2006 to 2010 in every year
Net profit amount has increased from the previous year because every year total revenue and
expanses are increased of UCB. The highest Net Profit was BDT 4732 (million) in 2010 and
the highest growth rate of Net Profit was 207% in the same year. On the other hand, the
lowest Net profit growth was -12% in 2008.

The term import is derived from the conceptual meaning as to bring in the goods and services
into the port of a country. The buyer of such goods and services is referred to an "importer"
who is based in the country of import whereas the overseas based seller is referred to as an
"exporter”. Thus an import is any good (e.g. a commodity) or service brought in from one
country to another country in a legitimate fashion, typically for use in trade. It is a good that
is brought in from another country for sale. Import goods or services are provided to domestic
consumers by foreign producers. An import in the receiving country is an export to the

sending country.



YEAR IMPORT BUSINESS GROWTH RATE

2006 39853

2007 60329 51%
2008 60009 -1%
2009 58857 2%

2010 86667 47%

Table 22: Shows the growth pattern of Import Business of UCB. In the year 2010, UCB
achieved a significant growth of import business. Total import business handled was TK.
866,667 million. The growth rate of import business was 47% in 2010. The highest growth
rate was 51% in 2007. The main imports items were industrial raw materials, commodities
are (wheat, sugar, lentils, edible oil, cotton etc). The growth of import business was one of

the Key attributing factors towards the overall profitability of the bank in 2010.

=rm export is derived from the conceptual meaning as to ship the goods and services out
: nort of a country. The seller of such goods and services is referred to as an "exporter"
~zs2d in the country of export whereas the overseas based buyer is referred to as an

In International Trade, "exports" refers to selling goods and services produced in

—~iv 1o other markets.



YEAR EXPORT BUSINESS GROWTH RATE

2006 20803

2007 27230 31%
2008 36500 34%
2009 38519 6%
2010 50712 32%

Table 23: shows the growth pattern of Export business of UCB, during 2006 to 2010 every
year amounts of export have increased. The highest exports amounts was Tk. 50,712 million
in 2010 and the lowest amount was 20,803 million, and the highest growth of exports 34%
respectively which were above the industry average in 2008. The major exports items of
UCB were RMQG, Jute Goods, and Tobacco etc. The growth in export business was one of the
key attributing factors towards the overall profitability of the bank.



5.10 Foreign Correspondents

These are correspondents who send news, reports or commentary from a foreign country for

broadcast or publication.

Table.24: Foreign Correspondents of UCB

(Figure in: Million, Taka)

2006 213

2007 235 10%
2008 257 9%
2009 274 7%
2010 296 8%

Source: Annual Report of UCB, 2010

It is reflected from table 24 that during 2006 to 2010 the number of Foreign Correspondents
has increased from previous year. The highest number of Foreign Correspondent was 296 in

2010 and the highest growth rate was 10% in 2007. From 2008 to 2010 growth rate has

declined.

5.11 Earnings per Share

The portion of a banks profit allocated to each outstanding share of common stock. Earnings

per share serve as an indicator of a bank's profitability.



YEAR EPS GROWTH RATE

2006 2.00

2007 2.80 40%

2008 2.63 -6%

2009 3.21 22%

2010 7.49 133%

Table- 25 shows EPS and its growth rate from 2006 to 2010. It can be seen from the table
that the highest EPS was in 2010 with 7.50 and the lowest EPS was in 2006 with 2.00. For
this ratio, higher score is better for the shareholders and means a better performance of the
organization. The highest growth in EPS was observed in 2010 with 133% increase and the

lowest was in 2008 with a decline of 6%.

Stockholders (Shareholders) are banks that own shares of a for-profit corporation. The
individuals own a specific number of shares, which they each purchased at a specific price.
The stockholders have invested their money to purchase these shares and they gain in two

ways:
|) Through dividends paid on these shares due to the bank's profits,
By selling their shares at a profit.

The rights of the shareholders are subordinated (placed under) the rights of bond-holders, so
that shareholders lose the value of their shares if the banks becomes bankrupt. Shareholders
may also lose some or all of the value of their shares if the stock price is lower when they sell

than the price when they bough



Table.26: Number of Share Holder of UCB

(Figure in: Million, Taka)

2006
2007
2008
2009
2010

Source: Annual Report of UCB, 2010

4120

7499

10337

10337

72793

82%

38%

0%

604%

It is reflected from table- 26 that during 2006 to 2010 every year Number of Shareholders has

increased from the previous year. The highest Number of shareholders was 72793 million in

2010 and the highest growth rate was 604% in 2010 and the lowest growth rate was 0% in

2009 from the previous year because the numbers of shareholders were same in 2009.



A tool used by individuals to conduct a quantitative analysis of information in a bank’s
financial statements. Ratios are calculated from current year numbers and are then compared

to previous years.

['he return on assets (ROA) percentage shows how profitable a bank's assets are in generating

revenue. The ROA of UCB banks are presented in the following tablet —

YEAR RETURN ON ASSETS
2006 1.51%
2007 1.62%
2008 1.18%
2009 1.03%
2010 1.68%

— the above table-27, it can be said that the efficiency of UCB declined in 2008 and
- znd increased again in 2010. However, there is a fluctuation in the performance
=z vears. The highest ROA was in 2010 with 1.68% and the lowest ROA was in

. 13%. For this ratio, higher score reflects higher efficiency of the organization in

e LS

= =quity (ROE) measures the rate of return on the ownership interest (shareholders'
~< common stock owners. It measures the bank’s efficiency at generating profits

_nit of shareholders' equity (also known as net assets or assets minus liabilities).
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ROE shows how well a bank’s uses investment funds to generate earnings growth. The ROE
of UCB banks is presented in the following table —

YEAR RETURN ON EQUITY
2006 25.05%
2007 25.98%
2008 17.44%
2009 16.35%
2010 27.91%

It is seen from the table-28 that during 2006 to 2010 every year ROE has fluctuated a
ot. ROE ratio increased in 2006 and 2007 but it decreased in 2008 and 2009 because the
ncreasing rate of total equity was higher than the increasing rate of net income. . The highest
S0E was in 2010 with 27.91% and the lowest ROE was in 2009 16.35%. Higher
sercentage of ROE refers higher efficiency in using equity fund. So in 2010, UCB bank had a
nigher ROE from previous years which means they were using their capital fund with higher

ztficiency.

* performance metric that examines how successful a bank's investment decisions are
compared to its debt situations. A negative value denotes that the bank did not make an
ptimal decision, because interest expenses were greater than the amount of returns generated

v investments.



YEAR NET INTEREST MARGIN

2006 4.93%
2007 4.33%
2008 4.52%
2009 4.24%
2010 4.10%

Table-29 shows that NIM was fluctuated in last five years.NIM was decreased in 2007 with
4.33% than previous year but it was increased in 2008 with 4.52%% and it was again
decreased in 2009 with 4.24%%. The highest NIM was in 2006 with 4.93% and the
lowest NIM was in 2010 with 4.10%. Higher ratio means higher efficiency of interest
income against loans. In 2009 and 2010 it decreased which means either the net interest
income decreased consistently over the period or the bank could not manage its assets

efficiently and effectively.



It is determined how much Burden a bank carries against its average total assets. Burden

means, Noninterest income subtracted by the Noninterest expenses.

YEAR NET NON INTEREST MARGIN
2006 . 2.20
2007 2.97
2008 2.69
2009 2.37
2010 1.95

yaurce: Annua oy 31

From the table-30 it is assumed Net Non Interest Margin is fluctuated from 2006 to 2010.
The highest Net Non Interest Margin was in 2007 with 2.97 and the lowest Net Non Interest
Margin was in 2010 with 1.95. In 2010 UCB did not take borrow from other financial
institution so their interest expense is decreased from the previous year. That means banks
position was going to better in 2010 than previous year’s. Net noninterest margin lower
means bank’s burden is lower against average total assets. Higher Net non interest margin
ratio means lower burden against their average total assets. So a lower ratio indicates a better
performance. Net non interest margin was decreased in 2010 with 1.95 that means UCB
decreased their burden from previous year but in 2007 it was 2.97 that means they increased

their burden in that year.

The equity multiplier is a way of examining how a bank uses debt to finance its assets. Also it

is known as the financial leverage ratio or leverage ratio.



Table.31: Equity Multiplier

2006 16.60
2007 16.00
2008 14.78
2009 15.86
2010 16.62

Source: Annual Report of UCB, From 2006 to 2010

Table- 31 shows the Equity Multiplier of UCB. The highest Equity Multiplier was in 2010
with 16.62% and the lowest multiplier was in 2008 with 14.78%. With the higher equity
multiplier in 2010, it can be said that the bank relied more heavily on debt in order to finance
its assets. Higher equity multiplier means higher financial leverage and better profitability.
However, bank should also consider any risk to the going concern issue due to liquidity crisis

in case of a very high financial leverage scenario.

6.6 Credit Deposit Ratio (CDR)

Credit Deposit Ratio (CDR) is an important ratio, especially for banks. By the CDR it is
founded a bank could invest how much of the money that it collected from the depositors or

peoples. The CDR of the UCB bank’s in the last 5 years is given in the following table:

Table.32: Credit Deposit Ratio

2006 79.08%
2007 88.82%
2008 81.57%
2009 79.37%
2010 82.66%



Table-32 shows the Credit Deposit ratio of UCB. It can be seen from the table that it
increased in 2007 with 88.82% but decreased in 2008 to 81.57% and in 2009 to 79.37%. It
increased in 2010 with 82.66%. The highest CDR was in 2007 with 88.82% and the lowest
CDR was in 2006 with 79.08%. Higher CDR indicates that higher percentage of money

collected is invested and hence means higher efficiency in using money.

An expense set aside as an allowance for bad loans (customer defaults, or terms of a loan

have to be negotiated. The ratio is as follows-

YEAR PROVISION FOR LOAN LOSS
2006 1.11%
2007 1.15%
2008 1.02%
2009 1.17%
2010 1.22%

It is assumed from the table —33 that during 2006 to 2010 the Provision for loan loss was
fluctuated. From the table we can see that the highest provision for loan loss was in 2010 with
1.22% and the lowest ratio was in 2008 that was 1.02%. Generally, banks conduct their
business by taking deposits and making loans using those deposits. It is a bit more
complicated (e.g. investments, securitization, etc,) however, this is the basic banking model.
Banks must balance their loan receivables (i.e. the principal and interest repayments from
borrowers), with the demand for deposits (i.e. the requests from depositors for all or a portion
of their deposits.) In any group of loans, banks expect there to be some loans that do not
perform as expected. These loans may be delinquent on their repayments or in default of the

loan entirely, creating a loss for the bank on expected income.

59



Net Profit Margin measure the efficiency of the operating cost to generate profit or net

income. The ratio is as follows:

YEAR NET PROFIT MARGIN
2006 44.05%
2007 40.40%
2008 18.61%
2009 17.97%
2010 27.78%

From table-34: shows that during 2006 to 2010 the Net Profit Margin fluctuated. The highest
NIM was in 2006 with 44.05% and the lowest NIM was in 2009 with 17.97%. Higher the
percentage of net income, higher the efficiency of the operating expenses. Net profit margin
decreased in last three years compared to that on 2006 and 2007. The main reason of the
profit margin decline is high cost. High cost, in turn, generally occurrs due to inefficient
operations. NIM declined in 2008-09 because UCB used a lot of long-term debt. This

invariably resulted in more interest cost, which brought the Net income down.

Earnings per Share (EPS), one of the major concern for investor, indicate the earnings of the
bank against its’ each share or stock. This ratio usually used to find out the operating
efficiency of the bank against its’ total number of share. The portion of a bank's profit
allocated to each outstanding share of common stock. Earnings per share serve as an indicator

of a bank’s profitability. The EPS of the UCB bank’s in the last Syears are as follows —



YEAR EARNINGS PER SHARE

2006 2.00
2007 2.80
2008 2.63
2009 3.21
2010 7.50

* For better comparability number of shares for 2010 has been used in calculating the EPS

Table- 35 shows the ratio of EPS. It is assumed from the table that the highest EPS was in
2010 with 7.50 and the lowest EPS was in 2006 with 2.00. For this ratio, higher score is

better for the shareholders and means a better performance of the organization.

Return on Investment (ROI) is the ratio of money gained or lost (whether realized or
unrealized) on an investment relative to the amount of money invested. The amount of money
gained or lost may be referred to as interest, profit/loss, gain/loss, or net income/loss. By this
ratio we can measure the efficiency of the bank in investment decision making to earn the

highest return.. The ROI of the UCB bank’s is presented in the following figure —



Table.36: Return On Investment

2006 4.72%
2007 8.02%
2008 9.31%
2009 10.31%
2010 13.11%

Source: Annual Report of UCB, from 2006 to 2010

It can be seen from table-36 that ROI has increased during 2006 to 2010 in every year.. The
highest ROI was in 2010 with 13.11% and the lowest ROI was in 2006 with 4.72%.

For this ratio, higher the return on investment, higher the efficiency of the organization on

investment decision making.



Ratio of classified loan against total loan dictates the percentage of bad loans to total loans.
This ratio is very much useful to measure the efficiency in collecting money. This ratio for

UCB bank in the last 5 years is as follow-

YEAR RATIO OF CLASSIFIED LOAN
AGAINST TOTAL LOAN
2006 3.53%
2007 4.92%
2008 4.62%
2009 2.63%
2010 1.20%

It can be seen from table-37 that % of NPL fluctuated during 2006 to 2010. The highest % of
NPL was in 2007 with 4.92% and the lowest % of NPL was in 2010 with 1.20%. Under
this ratio higher the percentage, lower the efficiency of bank. UCB had 1.20% NPL in 2010
which was lower from the previous year that means their efficiency of loan collection
increased in that year. But in 2007 and 2008 the % of NPL was higher that means those years

their efficiency of loan collection decreased.

Another ratio to judge the efficiency is the cost of fund. The percentage of this ratio indicate
amount of cost required to incur by the bank to collect a certain amount of money. The cost

of collection of money of the UCB bank’s for the last 5 years are presented in the following-



YEAR COST OF FUND

2006 10.48%
2007 10.76%
2008 11.32%
2009 10.72%
2010 9.81%

[t can be seen from table-38 that Cost of Fund fluctuated during 2006 to 2010. The highest
COF was in 2008 with 11.32% and the lowest COF was in 2010 with 9.81%. Under this
ratio higher the percentage, lower the efficiency of bank. Higher the cost of fund, lower the
efficiency of the bank. UCB reduced their COF in 2010 from the previous year that means
their collection cost decreased that year but in 2008 their COF increased that means their

collection cost increased in that year.
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LTR interest rate of UCB ranges from 13% to 16% which is quite high. This may be a
barrier to earn more from the import export sector for UCB.

UCB has lower number of employees compared to their number of branches which
puts more pressure on the employees and may result in low employee morale.
Provision of loan loss has increased due to lack of strategy for giving loan and
recovery of the loan.

Even with the huge number of deposit products, new customer number are not
increasing fast enough.

To import, someone has to have an account. UCB requires an introducer like existing
customer or UCB employee. For this requirement, they are losing some potential
customers as they may not know someone banking in UCB.

Most of UCB’s loans are in the large industry sector. If the performance of that sector
crashes, the bank will fail to continue. This low diversification imposes a higher risk
to the bank.

Deposits of UCB are increasing at a lower rate than their expenses which may become
a concern in future.

Most of the loans provided by UCB are long-term industrial loans. Bank’s clients are
also limited. So, they are not directly serving the economy of the country that much.
UCB has110 branches all over the country. However, the geographical coverage is not
similar in all the divisions. Barishal division has only [ branch and Rangpur division
has only 2 branches. It may be very hard for UCB to satisfy the customers of those

divisions.
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Their Long Term Loan’s interest on document retiring can be lowered to 14% to
increase their import business.

If UCB increases number of employees, they can provide more satisfactory service to
the customers.

To reduce the risk of loan loss, more rigorous reviewing of collateral, lien, mentioned
time period, interest rate etc are required.

To increase their consumer base, the bank should increase the amount of consumer
loans extended on a short-term basis.

UCB should make attractive advertisements for new customers to open deposit to
their bank. The increased deposits will offset the higher advertisement costs.

UCB should fix their margin of decrease their margin; if they fix their margin into
35% to 45% then their import business can be increase.

Loans extended to sectors other than large industry should be increased to have a
more diversified portfolio. They should focus on other sectors like- import and export
sector as Bangladesh economy relies highly on this sector. Loans of smaller scale may
increase the cost, however, it will reduce the economic risk of the bank substantially.
They should diversify their loans more in agriculture, new industries etc for better
economic growth of the country.

Improve and maintain a consistent relationship with customers, especially at retailing.
In a competitive financial market, their products & services need to focused more on
customers’ needs then simply offering what the competitors are offering.

They should do more marketing activities to improve their presence in the minds of
the target market and also the potential target market. As we see that, Media coverage
of UCB is not so strong. To attract new clients, they should go for mass media
coverage .

They already are, but they need to pay more attention towards the expansion the
branch network. The latest branch that was opened was Barisal Branch but they
should launch few more branches in Barishal and Rangpur division. UCB has a plan
of launching 16 branches in 2012.

Retail banking products should be increased. Like — shopping loan, furniture loan etc.
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The last 3 months was quite intriguing to do my internship at United Commercial Bank,
Principal Branch and Head office. I found out about the nature of actually working in a

professional environment.

At last, it can be said that_after establishment of any company or bank have to suffer a lot to
make them a competitive one and also to improve their performance. After analyzing, the
performance of United Commercial Bank it can be said that, in year after year they are trying
to improve themselves by establishing a sound capital base. They are trying to make their
products and services more attractive to the customer. Though they still have adequacy, but if
they can take appropriate steps then United Commercial Bank can be able to make a best
performance and also can make their capital base wealthier. At last it can be said that, United
Commercial Bank is well established bank and its contribution in our economy is also
considerable. We hope that United Commercial Bank expand its services by expanding its

branches more all over the country.
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Appendix B - Financial Performance and Highlights

Five years' Financial Performance at a glance
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Five Years Highlights

p= )

Particulars Amount in Taka [|Amount in Taka
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Highlights on the overall activities for the year 2006 and 2005
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AmuTM In Taka

Partlculars

2008 | 2007
Palo-up Caphal 201 204 880 200,204 830
Totsi Capital 4,780,375 208 3,606,480,581
Capital surplusf{deficit) 155,650,682 (288,130,787)
Tola! Assets 64,794,884 487 50,180,583,526
Tolal Deposils 54,485,256,728 42,295,956 837
Tolal Loans & Advances 44,446, 332,785 37.566,020,031
Tolai Contingent Liabibes & Commitments 18,085,795,608 24,162,756,371
Credit Deposi Rato (%) B1.57 BB.82
Percantage of Classified Loana against totz! kans and
Advances 4.62 4.82
Operating Proft 2,446,800,878 2,017,837 432
Profit after Tax & Provision 784,745,570 815,122,487
Amount of Cassified Loans during the year 1,204 564,700 819,088,641
Classified Advance at the end of the year ‘ 2,051,380,000 1,846,283,000
Provision kept agans! Classifed Loars 793 837 BAJ 825,234 039
Provislon surplus!{defich) 5,853,863 281,039
Cogt of Fund (%) 11.32 10.76
Intarast Eaming Aseats £2,990 967,072 42,169,200 191
Nor-intarest Eaming Assets 11,794,807,415 801,383,335
Return on Investmant {RCI) (%} 8.31 8.02
Reburn on Assels (ROA} (%} 1.18 1.62
Ircome from [nvesiments 670,700,489 442,304,012
Eaming Per Share (Taka} 255.58 21243
Net Income Per Snera (Taka) 255.50 27243
Prica Eaming Ratio (T mes} 12.48
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as at 31 December 2010
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2, /64 Zbb d55 1 486 514 D50
Tia} B3,560,701,744 61,682,218,339
9118658 801 || 60.457,087 454
2437¢ 109,94 1 205, 140 545
8 1,966.340,087 1,305,810,045
9{a) 6,101,989,094 4,816,328,155
129,774 429,670 90,483,781,841
10 - 550,000,000
14{a} 112,970,782 505 77,730,401,057
16,136.257,10¢ || 10.404,76¢ 460
7,342 B?R, 147 A7Rf55 4B5
14,130.384,560 || 17.201,425.385
BD, 161 327 635 53 055,563 £37
12(8) B,989.014,745 6.497,914,021
121,950,797.260 84778315078
13 2,908 953,500 1183,827 100 |
- 1,044,544 700
14 2,359 KBS M7 1 B35,375 403
15 57198 114123086
16 BER,EC3 R70,554 801
173} 1,453 436,342 048,382 575
7814832323 5.705466.765
97 -
7,814,632,420 5,705,466.765
129,774,429, 670 90,4R3 784 843




Cash

Cash In Hand {Includng Foreign Currencses)
Balance wih Bangladesh Bank & Sonal Sark

( Including Foroign Curroncins}

Balance With Other Banks & Financlal Institutions

In Bangladash
Qutside Bangladesh

klonsy at Call snd Short Notlce

Investment
Govemmen!

Loans and Advances
Loans, Cash Credit Ovarcrals elc.
Bills Purchased and Discounted

Fixed Assets Including Pramises, Fumiture Fixtures

Other Assols

Non-Banking Azssta
Total Assels

LABILITIES AND CAPITAL

Liabilities ;
Borrowings From Other Banks,
Financial Institutions And Agents

Daposits and Other Accounta
Cumerd Doposit & Othor Accounts
Bilis Payable

Sawvings Bank Deposits

Tevm Depoait

Baaror Certificale of Deposi

Other Liabilities
Total Liablities

Capital / Shareholders* Equity
Paid up Capita'

Slatutory Reserve

General Reserve

Assels Rewalualion Resarve
Reovaluation Reserva {(HTM & HFT)
Retained Earmings

Tatal Sharaholders ° Equity

Totai Liabithies and Shareholders’ Equity

Notes | Amount in Taka
| 31-Dec08 31:Dec-07
3.00 4,745,904,417 4,118,910,463
850,123,740 474,508 314
3.945.780.677 3.142,402.149
4,00 4,248, 401,025 744 467,547
3.763,603,779 357,233.321
464,797 246 347,234,328
5.00 130,000,000
6.00 7.200,679,298 §,517,712,534
6.151.499 848 £.915,523.196
1.048,179.450 508,189,338
7.00 A4 446332,785 37.5688,020,001
42,300,896.811 34.745,843.060
2.145,441,954 2.820,176.981
B.0C 999,188 451 422,281,843
9.00 3,024,358,531 1,813,491,208
64704864487 50,180,583,526
1000 458,306 321,835,385
11.00 54,485,266,725 42,205 996,837
6.980,524.781 6.897,631 814
1.023,893,651 884,479,373
8.860,391.761 8.089,147,075
37.610.456,532 26,424 738 875
1250 5,924,896,357 4,425,527,900
60,410 621,388 47,043 360 122
13.00 280,204 890 289,204,890
14.00 1,524,962,504 1.232,359.718
16 00 363,563,302 363,563,302
13.06 456,496,559 -
1307 25,777 .568 ¥
18.00 1,714,238,278 1,242,095 454
4,384,243,009 3,137,223,404
u‘rulm&'r soino m,szs



[ Amount in Taka
Naotes

31-Dec-08 31-Dec-07
QPERATING INCOME
Interest Income 18 00 5.749,293 665 4,354 735,652
Inlerast paid on Daposiis and Borrowings 1900 3,740,785,703 2,727.030,152
Net interest income 2,008,527 .966 1,627,705,500
inceme from Invesiment 20,00 670,700 488 442,304,012
Commission, Exchangs and Brokerage 2100 1,135,917 466 948,013,235
Gthor Cperating Income 2200 294,296,118 286,452,048
Totsl Operating Incoma (A) 4,100,442,03% 3,324 474,795
QPERATING EXPENSES
Salary and AllowBnces 23.00 1,132,146 806 913,890,953
Renl, Taxes, Insuranca, Lighlay ate 2400 121,024 338 103,538,442
Legal Expenses 2500 10,550.001 5.432,069
Postage, Stamps. Telagram, Telephone etc. 26.00 34,788,235 3.767,228
Stuatonery, Printing, Advertisemants etc 27.00 Bt 441 814 56,495,862
Chiet Executive’s Salary Inciuding Cthor Foos 2800 5345204 4.084 000
Oireciors Fees and Other Expensas 20.00 3,584 325 1,645,141
Auxditors Fees 225000 200,000
Oeprecation and Repair of Fixed Assats 30.00 64,672,783 73,518,107
Cther Expenses 31.00 175,780 624 113,043,453
Total Opersting Expenses (B) 1,859,543,181 1,308,837,383
Profit/{Loas) before provision { C ) = {A-B) 2,449 893 878 2,017,837 432
Prowvis-on for Loans & Advance 3200 817,307,000 228,378,405
Provison for Diminetion 9 Valua of Investmeants 89,892 000 1,726,595
Cther Provison 33.00 79,885 D00 119,885,000
Total Provision {D) 988,885,000 350,000,000
Tatal Profit befora Income Tax (C - D } 1463013878 1,667,837,432
Provision lor Taxaton 34.00 698,208,308 852,713,945
Net Profit aftsr Tax 784,745,570 815,123,487
APPROPRIATIONS
Staluivy Rosarve 202,602 785 333,567,487
Goneral Rosorve . .
Orwdend . -
Rotsined Surplus __AT2142,784 481,556,000
Eamings Per Share (EPS) 35.00 253.59 27243
Tre accompanying notes 10 40 form an ntegral part of these fnancial stademens. >

| 3 \ 1&\
WA fL L, - -f'//'*\ N o
i ‘W
Managing Director Diretar _Biractor Directar

Sigrad ps per our annaxed repon of same date

Dated - June 9, 2009 M. J. ABEDIN & CO
Placo - Dhaka Chartered Accountants
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