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LETTER OF TRANSMITTAL

S April, 2015
_r Tanbir Ahmed Chowdhury
“rofessor
“epartment of Business Administration,

~ 2=t West University

Sabject: Submission of Internship Report

s my great pleasure to submit the internship report on “Performance Evaluation of IDLC Finance
Limited” as a requirement for BBA program.

~2ve made sincere efforts to study and examine relevant records, related materials, documents, and
sractically observed some operational and financial performance of IDLC Finance Ltd. for preparing

s report.

= this report [ have presented a brief overview of IDLC Finance Ltd., the principal activities of the
“=m and finally | have analyzed and evaluated the financial performance of IDLC Finance Ltd. during
e period for 2009 to 2013. 1 have also identified some problems and provided some suggestion for
“eir betterment. The opportunity of conducting this report has enhanced my knowledge about some
~ecific operating and financial aspects of financial institutions.

111 be glad to clarify any further queries you may have regarding this report.

S ncerelv yours,

W2 lahirul Khan

0 2010-2-10-315

“emamtment of Business Administration
-~z West University
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EXECUTIVE SUMMARY

The IDLC Finance Limited is a very well-known non-banking financial institution in Bangladesh.
The IDLC Finance .td. was incorporated in Bangladesh as a public limited company with a limited
“zbility as on May 13, 1985 and commenced leasing operation on 22 February 1986. The firm has
seen listed in Dhaka Stock Exchange on 20 March 1993. In the year 2011 the company has increase
& authorized capital from Tk. 1000 million to T'k. 4000 million. It is the sign of cxpansion of their
susiness. Each and every year their issued and paid up capital is increasing and it reached to Tk.

508,750,000 up to the year 2013. The number of branches opened by the firm and the number of
smolovees recruited during the period 2009 to 2013 shows an increasing trend. IDLC Finance
wmicd has two wholly own subsidics named IDLC Investments Limited and IDLC Securitics
_mited. The analysis and evaluation of performances cover whole IDLC Finance Limited. The
“mancial and opcrational performances of IDLC Finance Ltd. from the year 2009 to 2013 have been
Lo it ihe repori. The reporti fias also covered ihe core aciiviites of IDLC Fuance Linied. The
seposits growth rate shows an increasing trend during the period. The firm has a diversified
asvance and investment portfolio, which shows a positive association with the amount of dcposits
o e [irm. The risk management of firm covers five core risk areas of banking sector, mainly credit
== management, Market Risk, Liquidity risk , Operational risk, Business volumce risk. IDLC
S mence Ltd. has introduced a variety of product and services for their customers. The firm also
pesormed CSR activities as it thinks it is an important responsibility of them toward the socicty. By
s v zing the financial performance of IDLC Finance Ltd., it has been found that the operaling and

-

Smancing expenditure of the bank shows a higher growth rate than the operating income over the
e —009 (0 2015, winch trad tnpaci ou 1is nei meonie As a resuii, e profii indicaiing raiios
W= ROA, EPS, dividend payout ratio) are also affected. When profitability goes down it also
oo market that means investors and creditors. Howcever, the solvency ratios show that the bank
gacually increases proportion of debt compared to its total assets and total equity, The risk ratios
wwews that the bank performed better during the period, it has been able to reduce the non
serming loan as a proportion, decreases the amount of loan / deposit ratio. The current ratio
s a2 decreasing trend over the period, also its growth rate is declining. Finally some problems
Swee oeen identified and suggestions have been given to the management to overcome the

seiems. At the end of the report, a conclusion has been given on the overall performance of 1DILC

:
Smamce Lid
o .



CHAPTER-1: INTRODUCTION

¥IVLC

Finance Limited




Performance Evaluation of IDLC Finance Limited 2 0 15

1.1 Introduction

- Finance Limited, a leading financial institution of the country achieved significant growth in
w areas of business in the year ended, 2013. IDLC began its operation in 1985 as the first leasing
wompany in Bangladesh. In 1995, IDLC was licensed as a Financial Institution by the country's
wemeral bank and during the last two decades, the company has grown in tandem with the country's
@wing economy. The company's wide array of products and services range from retail products,
s as home and car loans, corporate and SME products including lease and term loans, structured
“mance services ranging from syndications to capital restructuring and capital market services. The
wampany also strengthened its presence in the country's growing stock market with launching a
sussdiary-IDLC Securities Limited and IDLC Investment Limited. IDLC Finance Limited was
wwarded the First Position as the Best Corporate in the Non-Banking Financial Institution Sector in
wamsecutive years of 2013 and 2014 by Institute of Cost and Management Accountant Bangladesh.

-2 Origin of the Report

e practical report is an integral part of the Bachelor of Business Administration degree
s rement, | was deputed by the Department of Business Administration of East West University,
Same adesh to IDLC Securities Limited to take real life experience of the activities of the
“wasezztion as a financial institution.

s mezport named “Performance Evolution of IDLC Finance Limited” is the outcome of the three-
~menes long project work conducted on IDLC Finance Limited. I hope the report will give a clear idea
s the activities and role of IDLC Finance Limited.

2.3 Objectives of Study

W meport is prepared primarily to fulfill the Bachelor of Business Administration (BBA) degree
ment at East West University, Dhaka.

e secondary objectives of this study are

© To present an overview of IDLC Finance Ltd.

© To present the major activities of IDLC Finance Ltd.

~ To apprise the financial performance of IDLC Finance Ltd.
% 7o identify the problems of IDLC Finance Ltd.

1o suggests remedial measures of IDLC Finance Ltd.

=
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1.4 Scope of Study

~ = report covers a brief overview of IDLC Finance Ltd. and description about their major activities.

~% ¢ report also highlights the financial performance of IDLC Finance Ltd. for five years. The
“wmancial time period under the study is 2009 t0 201 3.

~ o . efforts were given to identify the factors that led to the success or failure of IDLC Finance
~ . =n the non-banking industry. Some suggestions to management have also been provided in this

pegard.
S Methodology of Study

~ . prepare a report it requires to collects sufficient data, and then the collected data need to be
wreanized and those require analysis. Then those are presented and communicated to its users. Here is
e mythology which deals with how the report has been prepared especially data collection, analysis,
#w2 uation and presentation.

1.5.1 Sources of Data
1.5.1.1 Primary Sources:

Primary data has been obtained by conducting interviews. The executives of
different departments of IDLC Finance Ltd. were interviewed to obtain a clear idea
about their principal activities. Mainly, the interviews were oral and informal. No
formal questionnaires were used to take the interviews of the executives.

1.5.1.2 Secondary Sources:

The annual reports of 2009 to 2013, monthly reviews and web site of IDLC Finance
Ltd. also work as the main secondary sources for this report.

1.5.2 Analysis of Data and Presentation of Financial Facts
» == report, a brief appraisal of the core financial activities of IDLC Finance Limited as the group
e wding its two subsidiaries has been presented. Tables are prepared showing the financial
s rmance, operational performance and equity statistics, financial ratios of IDLC Finance Limited.
~mowth rates of each of these activities are calculated and presented along with graphs and charts. In
e o5 here Microsoft Excel has been used.

» e performance analysis part, last five years performances are compared. In performance
s wation part, total fourteen important ratios of each of these five years are compared with one
e In this section growth rates have been calculated to compare the degree of fluctuation in the
S~
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= it can be said that this report is prepared through extensive and effective discussions with the
mcemed executives of IDLC Finance Ltd.

28 Limitations of the Study

W% = preparing this report, the following limitations are faced:

~ There was time constraint, as the report has to be submitted within three months duration of
the semester. Hence some parts are discussed very briefly.

~ Some information required to prepare this report are highly confidential and IDLC Finance
Ltd. did not permit full disclosure of those data.

» Though, there are available resources to know about the products of IDLC Finance Ltd. but
no or very few written documents are available for the operating procedures.

» There are some departments at IDLC Finance Ltd., which are regarded as intellectual asset of
the firm. In those departments, proper access to get information about their principal activities
or how they work cannot be managed.

L. Report Preview

e Trst chapter deals with introduction of the reports, objectives, Scope and methodology and
e caton of the study.

- Smee this study deals with the appraisal of IDLC Finance Ltd. understanding the whole company is
==zt importance. Considering this fact, a brief overview of IDLC Finance Ltd. is included in the
weonc chapter of this report.

= e third chapter, the principal activities of IDLC Finance Ltd. has been highlighted, their principal
v wons. how they conduct those activities, some financial facts of their core activities.

e ‘ourth chapter deals with a deep analysis of core financial data of IDLC Finance Ltd. during the
e 2009 to 2013 and data are presented through tables, graphs and charts.

e “ourth chapter deals with the evaluation of financial performance of IDLC Finance Ltd. here
s 12 financial ratios are analyzed and presented during the period 2009 to 2013.

e sxth and last chapter of this report includes the problems, which are associated with IDLC
S maece Lid. and some suggestions have been provided to improve their performance.

4. e end of the reports important references, important documents ,appendix. and bibliography
e een shown
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2.1 Historical Background of IDLC

OLC Finance Limited was established in Bangladesh in 1985, as the first-ever leasing company of
¢ country, through the collaboration of International Finance Corporation (IFC), German
vestment and Development Company (GIDC), Kookmin Bank and Korean Development Finance
_orporation, the Aga Khan Fund for Economic Development, the City Bank Limited, IPDC of

sngladesh Limited, and Sadharan Bima Corporation. As the company evolved over the years, the
“wreign shareholding gradually moved out and the last foreign shareholding was bought out by local

sonsors in 2009.

J1LC’s strong focus on revenue diversification has led to the establishment of different client
swezments in the Corporate, Retail, SME and Capital Markets of Bangladesh. The current product
sertiolio consists of Corporate and Structured Finance solutions for local and multinational corporate
wowses: Personal financing products such as deposits, home loans, car loans, personal loans etc.;
“mancing facilities for Small and Medium Enterprises; Merchant Banking solutions such as Portfolio
“anagement and Investment Banking (IPO, RPO, Bond Issuance, Rights Shares Offering etc.); and
Sserage services. With this diversified array of products, IDLC Finance Limited is at present the
Aweest multi-product Non-Bank Financial Institution in Bangladesh, having two wholly-owned
wesidiaries, IDLC Investments Limited and IDLC Securities Limited for carrying out its capital
wmurset operations. The Group is represented by over 609 employees working in 26 branches in the

e or cities of the country.

L is highly respected by its clients, peers, employees and regulators for its professional pool of
owrces, its progressive and enabling work environment, and its strong ethical practices. With
W Scant growth in its business and profit over the last few years, the company has consistently
Semonstrated exemplary corporate governance and strict statutory compliance, and is a standard

Swrer 0 this regard in the financial sector of Bangladesh.

Wesoner, starting from 2010, its silver jubilee year, IDLC has decided to step up its commitment to
e mable business practices, with particular focus on environmental and social development. It has

Wscroed to a number of leading local and international sustainability initiatives including the
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“angladesh CSR Centre, the UN Global Compact (UNGC) and the UN Environment Program
= mance Initiative (UNEP FI), and IDLC is the first company to become a member of UNEP FI from
Sangladesh. As part of this commitment, IDLC is now active in promoting responsible practices
wmong its stakeholder groups, mostly its employees and clients, while it is streamlining its own

2o icies and practices to emerge as a truly responsible brand.

=2 Subsidiaries
2.2.1 IDLC Investments Limited

. required by the Bangladesh Securities & Exchange Commission (BSEC), the Company formed a
“wrarate subsidiary on May 19, 2010 in the name and style “IDLC Investments Limited” to transfer
= merchant banking activities. The Company obtained license from BSEC on August 02, 2011 and
wwmmenced its business on August 16, 2011. The main businesses of the company are portfolio

‘mamagement, issue management, underwriting of securities and advisory services.

..... IDLC Securities Limited

L Securities Limited, a fully owned subsidiary of IDLC, offers full-fledged international standard
werage service for retail and institutional clients. It has seats on both Dhaka Stock Exchange
and Chittagong Stock Exchange Limited. It is also a Depository Participant (DP) of Central
itory Bangladesh Limited (CDBL)

Philosophy, Value and Guidance Principles

1 Vision

the best financial brand in the country.

= Mission

on quality growth, superior customer experience and sustainable business practices.
2 Strategic Objectives

* == and develop our talent pool

. leverage new core banking platform
* wemize distribution points

~eow and diversify funding sources
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—— - - — = - — — - -

Girow sales and service capabilities in Consumer Division

A ggressively grow SME portfolio

Focus on top-tier clients in Corporate

Consolidate capital market operations and enhance capabilities

Embrace internationally accepted corporate governance and sustainable business practices

YVYWViVYY

224 Guiding Principles

~ Customer first: IDLC has grown with its customers, who are believed to be the center of all

o ons. As the crux of IDLC’s corporate philosophy, customer service gets the highest priority.

. Ianovation: IDLC has continuously introduced new financial products for meeting the needs of
‘e entrepreneurs in a complex & challenging business environment. The concept of innovation is in-

© ‘nto the working culture.

Professional Knowledge: IDLC is staffed with qualified professionals and innovative minds in
country. Years of operational experience, large industrial database and competent workforce have

them unparalleled advantages.

. Professional ethies: The professional at IDLC maintain the highest degree of financial and
ss ethics in all transactions with the clients. Over the last two decades, IDLC have put in bets

== 10 meet the expectations of the clients and investors.

me stop solution: Work at IDLC begins with the idea generation, and then goes on into the
ity study followed by arrangement of financing to implement the project. IDLC advises the
finance them and even arrange financing for them via different financing modes, namely:
“mancing, term loan, bridge loan, syndication, bridge loan, syndication, ordinary shares,

shares and debentures.
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Organogram

Our Organisational Chart (Organogram)

nnnnnn Ltd
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=5 Capital Structure

=1 Authorized Capital

Authorized capital of IDLC Finance Ltd. during the period 2009 to 2013 is given below:
Table 2.1: Authorized Capital (Taka in millions)

Year | Authorized Capital (Taka in millions)

2009 1.000 (10,000,000 Ordinary Shares of Taka 100 each) |
2010 1.000 (10,000,000 Ordinary Shares of Taka 100 each)
2011 4,000 (400,000,000 Ordinary Shares of Taka 10 each)
2012 4,000 (400,000,000 Ordinary Shares of Taka 10 each)

| 2013 4,000 (400,000,000 Ordinary Shares of Taka 10 each)
Source: Annual Report- 2009 to 2013 IDLC Finance Ltd.

2.1: Authorized Capital (Taka in millions) Graph 2.1: Growth Rate (%)

Authorized Capital {Taka in millions) Growth Rate
4600 4000 350.00%

300.00%

25000%

200.00%

150.00%

0.00°
50.00% % 0.00%

~HhENERER

0.00%
1] 1010 2011 012 113 W10 011 wn i) ]

2010 IDLC’s authorized capital was 1000 million. [n 2011 authorized capital increased to 4000
that was about 300% higher than previous years. Increase in authorized capital indicates that
Fimance Ltd. is going to expand their business and activities. [t will increase confidence of
to invest in IDLC.

Issued, Subscribed, Paid-up Capital
Subscribed and Paid-up Capital of the bank during the period 2009 to 2013 were as
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‘Tabie 2.2(a): Issued, Subscribed, Paid-up Capital (Taka)

Year

Issued, Subscribed, Paid-up Capital (Taka)

2009

300,000,000(3,000,000 Ordinary Shares of Taka 100 each)

2010

600,000,000 (6,000,000 Ordinary Shares of Taka 100 each)

2011

990,000,000 (99,000,000 Ordinary Shares of Taka 10 each)

2012

1,237,500,000 (123,750,000 Ordinary Shares of Taka 10 each)

2013

1,608,750,000 (160,875,000 Ordinary Shares of Taka 10 each)

Source: Annual Report- 2009 to 2013 IDLC Finance Ltd

Table 2.2(b): Issued, Subscribed, Paid-up Capital and Growth Rate (Taka)

Year Issued, Subscribed, Paid-up Growth Rate
Capital (Taka)

2009 300,000,000 -

2010 600,000,000 100.00%

2011 990,000,000 65.00%

2012 1,237,500,000 25.00%

2013 1,608,750,000 30.00%

Lragh 2.2(a): Issued, Subseribed, Paid-up Capital (Taka) Graph 2.2(b): Growth Rate (%)
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ww~ and every year IDLC’s Paid-up capital is increasing. In 2010 growth rate was 100%. in 2011
s 53%.in 2012 it was 25% and in 2013 growth rate was 30%. To compliance with Basel
t Capital Requirement need to increase its issued, subscribed and paid up capital.
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2.6 Shareholding Structure

Shareholding Composition
As on December 31, 2013

P 7 1X 5 No.of
SLNo. | Name of Sharsholders
__

1 Sponsors/ Directors:

The City Bank Limitad 45,634,508 28.37
Trenscom Group 21,420,905 1223
Eskayef Bangladesh Limited 12,870,000 .00
Transeraft Limited 6,456,335 4.1
Bangladesh Lamps Limited 2123550 132
Sadharan Bima Carporation 12,257 065 7.62
Marcantita Bank Limited 12,065,625 7.A0
Reliance Insurance Ga. Limited 11,261,250 7.00
Sub-lotal 102,668,423 63.82
Z General
Institutions:
Bangladesh Fund 3,145,910 3.20
Pubali Bank Limited 2,566,100 1.60
Karina Apparels Limited 1,608,750 1.00
Giher insttuations 14,060,204 8.75
Sub-Total 23,390,029 1454
Individuals:
General Pubkc 34,816 548 21.64
Sub-Total 34,816,548 21.64
Total Holdings 160,875,000 it

21 -540/0 B Sponsors/ Directors
© Institutions
© Individuals

|
14.54%
63.82%

Zuaree: annoai Kenort 013 of IDLC Finance Ltd

N — {2 }—— -
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2.7 Products & Service Basket
2 7.1 Small and Medium Enterprise (SME)

“ Small Enterprise Finance
* Small Enterprise Loan/ Lease
* Seasonal Loan
+  Women Entrepreneur Loan
+ SME Shachal Loan
*  SME Surakkha
*  SME Deposit

% Medium Enterprise Finance

*  Medium Enterprise Lease/ Loan
* Commercial Vehicle Finance

* Machinery Lease

* Healthcare Finance

* Revolving Short Term Loan

* SME Deposit

& Sapplier & Distributor Finance

+ Factoring of Accounts Receivable
* Bill/Invoice Discounting

*  Work Order Financing

* Distributor Financing

= = Consumer Finance

Home Loan

Flexible Term Deposit Package
Car Loan

Regular Earner Package
Personal Loan

Loan Against Deposit

Corporate Division

Project Financing Appraisal
Specialized Products

_ease Financing

Term Loan Financing
Working Capital Arrangement
Seructured Finance Solutions
'+ Loan’ Lease Syndication

*  Pmivate Placement of Equity
* Preference Shares

|
F—

13

it
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* Project/ Infrastructure Finance
+ Bond

+ Foreign Currency Loan

+ Refinancing of Special Funds
+  Mergers & Acquisitions

+ Joint Venture Matchmaking

+ Balance Sheet Restructuring

+ Feasibility Study

« Securitization of Assets

+  Structured Solutions

=4 Treasury

# Common Equity [nvestments
& Term Placement

Call Placement

Zero Coupon Bonds
Debenture

.S Capital Market
IDLC Securities Limited

* Brokerage Service

+* (CDBL Service

IDLC Investments Limited
* Margin Loan Operations (Cap Invest)

* Discretionary Portfolio Management (MAXCAP)
* Corporate Advisory

* lssue Management

* Underwriting

» Research
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321 Small and Medium Enterprises (SME) Division

= SME (Small and Medium Enterprises) business vertical was established in the year 2006.The
st vional banking network has usually avoided financing SMEs in Bangladesh due to a variety of
wsons including their perceived delinquency risks, their dispersed location and their typical
zanized way of doing business. However, through prudent business policies and practices, IDLC
aroved that the SME market segment is indeed a financially viable one. Over the last eight years,
 SME business has moved from strength to strength by enhancing its ability to serve a large
n of the economy. It focus on setting up a world class operational platform, customer centric
ss model and ever evolving, forward looking strategies has made our SME business a role
! in the country. lts exceptionally strong asset quality and phenomenal growth in SME business
= 2 reflection of its commitment for this sector which holds enormous potential.

C initially commenced financing SMEs through term loans, working capital loans and lease
“wancing and over time, have introduced a variety of products to cater to specific needs of its clients.
& =as been continuously investing on distribution network, technology, capacity development and
mew processes to build a robust, yet lean business model.

=11 Kev Competence Drivers:

# Quick Tumaround Time (TAT): For small loans, turnaround time can be as low as five
working days, enabling us to build stronger and loyal customer relationships.

~ Prudent Customer Selection: They have a unique credit risk management model which
enables them to make quick, informed and prudent credit decisions. This reflects in the
quality of their asset portfolio.

~ Robust Internal Processes and MIS: Leveraging the power of the state-of-the-art core banking
system Flexcube, their on-ground team is ideally positioned to take advantage of business
intelligence and insights.

» Customer-centric: They believe in taking banking to the doorsteps of their customers. Their
processes are designed to provide superior customer experience.
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2 Key Financials

Disbursement:

Disbursement movement of IDLC during the period 2009 to 2013 was as follows:

Table 3.1: SME Disbursement and Growth Rate of Disbursement

Year Disbursement (Taka million) Growth Rate
2009 1758 -

2010 2,712 54.27%
2011 4,485 65.38%
2012 7,498 ‘ 67.18%
2013 10,392 | 38.60%

Source: Annual Report- 2009 to 2013 of IDLC Finance Ltd

3.1(a): SME Disbursement (Taka million) Graph 3.1(b): Growth Rate(%)
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the Table-3.1 and Graph-3.1(a) and 3.1(b) it can be seen that in the year 2009 the SME
ent was Tk. 1,758 million. In the next year 2010 it increased to Tk. 2.712 million which
woout 54.27% higher than year 2009 and continued to increase up to 2013. In the year 2011 SME
ent grew at increasing rate that was 65.38%. in the year 2012 it grew at increasing rate that
57 18%. In 2013 IDLC’s SME disbursement grew up at an decreasing rate that was 38.60% and
0 Tk. 10,389 million.

17
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SME Assets:
SME assets movement of IDLC during the period 2009 to 2013 was as follows:

Table 3.2: SME Assets and Growth Rate of Assets

Year SME Assets (Taka in million) Growth Rate
2009 2,877 -

2010 4,182 45.36%

2011 6.870 64.28%

2012 10,178 48.15%

2013 14,334 40.83% |

Source: Apnual Report- 2009 to 2013 of IDLC Finance Ltd

raph 3.2(a): SME Assets (Taka in million) Graph 3.2(b): Growth Rate (%)

SME Assets (Taka in million) Growth Rate
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» the Table-3.2 and Graph-3.2(2) and 3.2(b) it can be seen that in the year 2009 the SME assets
Tk. 2,877 million. In the next year 2010 it increased to Tk. 4,182 million which was about
~=%% higher than year 2009 and continued to increase up to 2013. In the vear 2011 SME assets
a1 increasing rate that was 64.28%, in the year 2012 it grew at decreasing rate that was 48.15%.
= 3 IDLC’s SME assets also grew up at an decreasing rate that was 40.83% and reached tc

-2 234 million.



]
Performance Evaluation of IDLC Finance Limited ' 2015

al.3

Key Business Trends and Opportunities

“uzble GDP Growth: A stable GDP growth has led to sustainable demand for consumer goods and
wervices, resulting in the emergence and growth of various new enterprises and unleashing the spirit
. entrepreneurship in the country

Sector-specific Stimuli: Sector-specific stimuli driven by the government and other multi-lateral
seencies

214 Key Risks Impacting Business and Mitigation

“oitical Unrest: While SMEs are now perceived as being the leading growth vehicle in the economy,
~emcompassing a multiplier effect on employment, GDP growth as well as having a sufficient and
sesitive impact on poverty reduction), an extended political crisis could hamper much of the
sconomic progress achieved in this segment. As a financier in the segment, they work with a diverse
s of customers thereby mitigating risks to some extent.

~ ==dit Risk: They embrace a proactive approach towards delinquency and credit risk management
“wth the result that our NPLs (non performing loans) in this segment are the lowest in the country.

22 Consumer Division

's Consumer division was established in 1997 as part of the Company’s diversification towards
s=tablishment of an alternative cost-effective source of funds for providing financial services to
smers. At present, the Consumer division is the second largest business segment of IDLC in
= of asset portfolio and the largest with regards to funds under management (advances and
wsi15).The significance of the division can be gauged from the fact that it works as a brand
ssador of the Company for the retail segment by reaching at the doorstep of the targeted market
s wide range of lending (home loans, car loans and personal loans) and deposit products
‘nle term deposit packages and regular earner packages). The Consumer division contributes
10 the entire funding basket of IDLC and holds 91% deposits (in volume terms) in the entire
 bucket of IDLC at the close of 2013.
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Kev Competence Drivers

‘7

Skilled and Experienced Resources: Large pool of professional and experienced members
enables business growth through embracing quick on-ground decisions and building and
sustaining customer loyalty.

» Strong Relationship Management/ Customer-Centricity: Strong customer orientation
enables them to take quick decisions that are in the best interest of customers. This
explains why the enjoyed an average of 25 million disbursements every day in 2013 as
compared with 16 million daily disbursements in 2012.

» Wide Product Range: They possess a wide basket of products that can be customized and

are flexible enough to design these products suit a diverse range of customer needs and
requirements.

» Large Branch Network: Their network of 14 consumer based branches is spread
strategically across Bangladesh, enhancing customer and client accessibility and enabling
them to remain close to their requirements, thereby building strong comfort levels.

~ Quick Turnaround Time (TAT): They enjoy a faster turnaround time from application-to-
disbursement which has considerably improved over the years.

» Transparent Pricing: Their well-documented processes and practices including their robust
creditworthiness checks enable them to create transparent pricing propositions to our
customers.

~ Large deposit base: The deposit base of over 5,500 customers repose their faith and trust
in it products with average ticket size of between Taka 1-1.5 million.

» Diversified Deposit Products: They offer a wide variety of customer-centric deposit
products including regular term deposits, 500-day term deposits, double money deposits
and triple money deposits, among others.

» Strong Reputation and Brand Value Proposition: They strong brand equity and recall
centered around the financing happiness proposition enhances the faith and trust of our
clients and customers.
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Kev Financial

~ Home Loan Assets

Table 3.3: Home Loan Assets and Growth Rate

~ome Loan Assets movement of IDLC during the period 2009 to 2013 was as follows:

Year Home Loan Assets Growth Rate
(Taka in million)

2009 4,818 -

2010 5,645 17.16%

2011 7,025 24.45%

2012 8,366 19.09%

2013 11,308 35.17%

3.3(a): Home Loan Assets (Taka in million)

Source: Annual Report- 2009 to 2013 of IDLC Finance Ltd

Graph 3.3(b): Growth Rate (%)
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the Table-3.3 and Graph-3.3(a) and 3.3(b) it can be seen that in the year 2009 the home loan
was Tk. 4,818 million. In the next year 2010, it increased to Tk. 5,645 million which was about
higher than year 2009 and continued to increase up to 2013. In the year 2011, home loan
Zrew at increasing rate that was 24.45%, in the year 2012 it grew at decreasing rate that was

-In 2013 IDLC’s home loan assets grew up at an increasing rate that was 35.17% and reached
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» Car Loan Assets

_ar Loan Assets movement of IDLC during the period 2009 to 2013 were as follows:

Table 3.4: Car Loan Assets and Growth Rate

Year Car Loan Assets (Taka in Growth Rate
million)
2009 348 -
2010 343 -1.44%
2011 388 13.12%
2012 414 6.70%
| 2013 787 90.10%

Source: Annual Report-2013 of IDLC Finance Ltd

h 3.4(a): Car Loan Assets (Taka in million) Graph 3.4(b): Growth Rate (%)
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the Table-3.4 and Graph-3.4(a) and 3.4(b) it can be seen that in the year 2009 the car loan assets
7% 348 million. In the next year 2010 it decreased to Tk. 343 million which was about 1.44%
than year 2009. Then it continued to increase up to 2013. In the year 2011 car loan assets grew
sing rate that was 13.12%, in the vear 2012 it grew at decreasing rate that was 6.70%. In

{DLC’s car loan assets jumped up to Tk. 787 million and growth rate was 90.10%.
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~ Personal L.oan Assets

nal Loan Assets movement of IDLC Finance Ltd. during the period 2009 to 2013 was as
iiows:

Table 3.5: Personal Loan Assets and Growth Rate

Year Personal Loan Assets (Taka in Growth Rate

million)

2009 101 -

2010 213 110.89%
201 213 0.00% |
2012 190 -10.80% |
2013 166 -12.63% |

Source: Annual Report- 2009 to 2013 of IDLC Finance Ltd
3.5(a): Personal Loan Assets (Taka in million) Graph 3.5(b): Growth Rate (%)
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the Table-3.5 and Graph-3.5(a) and 3.5(b) it can be seen that in the year 2009 the personal loan
was Tk. 101 million. In the next year 2010 it increased to Tk. 213 million which was about
o higher than year 2009. Later it continued to decrease. In the year 2011 personal loan assets
=t increase that means growth rate was 0%, in the year 2012 personal loan assets decreased and
rate became negative that was -10.80%. In 2013 IDLC"s personal loan assets again decreased

. 166 million and growth rate became negative that was -12.63%.

- — {23
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~ LAD (Loan Against Deposit)

against Deposit movement of IDLC during the period 2009 to 2013 was as follows:

Table 3.6: Loan against Deposit and Growth Rate

Year LAD (Taka in million) Growth Rate
2009 206 -

2010 576 179.61%
2011 802 39.24%
2012 881 9.85%
2013 689 21.79%

Source: Annual Report- 2009 to 2013 of IDLC Finance Ltd

‘_raph 3.6(a): Loan against Deposit (Taka in million) Graph 3.6(b): Growth Rate (%)
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~=m the Table-3.6 and Graph-3.6(a) and 3.6(b) it can be seen that in the year 2009 the loan against
Seposit was Tk. 206 million. In the next year 2010, it increased to Tk. 576 million which was about
- 72.61% higher than year 2009. In the year 2011 loan against deposit grew at decreasing rate that was
5 24%, in the year 2012 it grew by the rate of 9.85%. In 2013 IDLC’s loan against deposit decreased

 Tk. 689 and growth rate became negative that was -21.79%.
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Keyv Business | rends and Opportunities

As they face an unstable political situation and tight liquidity, they are effectively embracing
transformation to drive more customer value with leaner operations and fewer resources at
their disposal. They are doing so through focusing on the 3 Ps — purpose, processes and
people.

Vulnerable real estate markets and a challenging car loan business have compelled to remain
focused and vigilant on opportunities as and when they arise.

They are focused on improving employee profitability and productivity through robust
performance management policies.

They are also enhancing their focus on garnering a larger share of household deposits and
increase business relationships with corporate houses.

5\{‘& ILISKS impaciing susiness and

Political unrest and violent law and order situation: They realize that this is an external
condition and beyond our control; however they are tightening Their ship towards creating
greater efficiency across their operations.

Market Trend of Deposit Interest Rates: They witnessed downward movement in deposit
interest rates due to enhanced liquidity in the system. Their brand image as a trustworthy
financial partner will continue to enable us to mobilize funds and they will actively
benchmark deposit interest rates in line with the broader market.

Growing Competition In Home Loan Products: They expect to counter rising competition in
the home loan segment through leveraging their first mover’s advantage in the business. their

widespread network, their quick processing and disbursement timeframes and their strong
approach to relationship-building.

Retention of Deposits in Uncertain Economic Conditions: They will continue to remain as the
preferred financial partner, ensuring the security of client deposits. At the same time. they will
maintain adequate liquidity at all times.

Uncertain Change In Policy/ Process and Guidelines by External Stakeholders: They will
continue to monitor the external situation vigilantly and take decisions which are in the best
interest of their operations.

25
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3.3 Corporate Division

LC started its wholesale lending business mainly with long-tenor products and subsequently
wunched short-term products. In 2000, it shifted focus from the tenor of products to various business
wements. At the end of 2003, the corporate division was formally created to cater to the financial

weeds of large organizations in the country. Since then, the division started its journey as a full-
Jedged business unit.

“arlier, the corporate division handied only one product — leasing, term loans and working capital
woducts such as factoring, inter-corporate deposits (ICD) and other short-term loans were an
msutficient part of the portfolio. However, this portfolio was soon rebalanced to reflect the effects of
wesformation post 2003.

Se—
-

231 Kev Competence Drivers

e Corporate division has created its own market niche despite having a limited offering. Over the
~wars. it has strongly demonstrated the capability to survive, adapt and excel in the country’s ever-
~sanzing and dynamic industry environment. Some of the key strengths of this division include:

~ High Standards of Corporate Governance: The division upholds the highest standards of
Corporate Governance and regulatory compliance. Though IDLC has undergone changes in

the management and sponsorship, it has sustained the tradition of these standards, which has
created strong brand equity to its customers.

-~ Strong Resource Base: The Corporate division enjoys a strong and motivated talent pool
sourced from the best business schools and reputed banks on lateral entry. Moreover,
continuous training and development helps sharpen skills and aids in business growth.

» Quick Turnaround Time (TAT): The division embraces quick financing decisions; it usually
takes three to five working days to get back to customers with its analysis of the financing
requirements, enabling them to plan quickly in advance. This is one of the major USPs for
IDLC's business proposition.

~ Diversified Portfolio: The division possesses a well-diversified portfolio across the sectors of
food and beverages, apparels and accessories, building and construction, pharmaceuticals and
healthcare, telecom, textiles, financial services and iron and steel. This balanced portfolio
helps mitigate concentration risks.

» Strong Clientele: Some of the division’s top clients are prominent business houses of the
country who possess solid credit ratings. This clientele helps create a low risk portfolio.

~ Low NPLs: The division’s gross NPLs stood at 3.31% in 2013. which is lower than the
industry average.

26
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» Corporate Disbursement

| —

Synergies: On account of the Structured Finance Department’s (SFD) robust loan svnd coom
business, the corporate division receives additional business out of the transactions = ‘ne

_orporate disbursement movement of of IDLC during the period 2009 to 2013 was as follow:

Table 3.7: Corporate Disbursement and Growth Rate

Year Corporate Disbursement Growth Rate |
(Taka in million)

2009 1,932 -

2010 1,633 15.48%

2011 4,032 146.91%

2012 4,806 19.20%

2013 6,504 35.33%

Source: Annual Report- 2009 to 2013 of IDL.C Finance Ltd

“raph 3.7(a): Corporate Disbursement (Taka in million) Graph 3.7(b): Growth Rate (%)
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» the Table-3.7 and Graph-3.7(a) and 3.7(b) it can be seen that in the year 2009 the corporas
sement was Tk. 1,932 million. In the next year 2010 it decreased to Tk. 1,633 million wr
zhout 15.48% lower than year 2009. In the year 2011 corporate disbursement grew at increas ng

that was 146.91% and and continued to increase up to 2013. In the year 2012 it orew

n

sing rate that was 19.20%. In 2013 IDLC’s corporate disbursement grew up at an incress =g
hat was 35.33% and reached to Tk. 6,504 million.
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_orporate Customer Assets movement of of IDLC during the period 2009 to 2013 was as follow:

Table 3.8: Corporate Customer Assets and Growth Rate

Year Corporate Customer Assets Growth Rate
(Taka in million)

2009 5,327 -

2010 4,654 -12.63%

2011 6,332 36.06%

2012 7,963 25.76%

2013 10,213 28.26%

Source: Annual Report- 2009 to 2013 of IDLC Finance Ltd

“raph 3.8(a): Corporate Customer Assets (Taka in million) Graph 3.8(b): Growth Rate (%)

Corporate Customer Assets {Taka in Growth Rate
million) 1000 36.06% |
—_— 25.76%
10,213
" ,26%
7,963 20.00% 28.26
6,332
5,327 4654 10.00%
0.00%
201 2011 2012 2013
-10.00% y
-12.63%
2009 2010 2011 2012 2013
-20.00%

= the Table-3.8 and Graph-3.8(a) and 3.8(b) it can be seen that in the year 2009 the corporate
smer assets was Tk. 5,327 million. In the next year 2010 it decreased to Tk. 4.654 million which
about 12.63% lower than year 2009. Then it continued to increase up to 2013. In the year 20] 1
te customer assets grew at increasing rate that was 36.06%. in the vear 2012 it grew at
sing rate that was 25.76%. In 2013 IDLC’s corporate customer assets grew up at an increasing

that was 28.26% and reached to Tk. 10.213 million.
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33.3 Key Business Trends and Opportunities

Szing an emerging economy, Bangladesh continues to build on its economic trajectory and hence,
mdustrial and corporate financing have become one of the key drivers of the economic growth.

» Rapid industrialization has led to the increasing requirement for capital equipment and
working capital. This trend enables financial institutions to participate in organic and
inorganic projects and together with IDLC’s strong structured financing team, the division
participates in projects of several mid and large-sized business houses throughout the country.
Moreover, the corporate division’s strategic alliances with renowned financial institutions
have also aided in its business growth.

» Market liquidity directly affects fund flows — from savers to borrowers. During a cash crunch,
borrowers find it difficult to fund their capital requirements. Such situations raise borrowing
costs and only liquid FIs can benefit from such scenarios. The Corporate division has
leveraged its strengths and has prudently taken advantage of these market developments.

» Corporate division also taps funds from the Bangladesh Bank’s refinancing windows, which

not only enables pass on of lower credit costs to borrowers but also helps build portfolio and
asset book.

» The division has been approved of offshore financing / foreign currency facilities with credit
lines from multilateral agency, enabling to provide customers with a greater choice for
tapping low-cost funds.

» With each passing year, the division has widened its geographic coverage, especially in
projects located in remote areas of the country.

234 Key Risks Impacting Business and Mitigation

» Credit Risks: To address this risk, the corporate division possesses a strong team of
relationship personnel who have built strong bonds with clients. It is also committed to
continuously improve the loan underwriting process through regular training on effective
credit analysis. In addition, IDLC has a strong credit risk management department as a second
layer to filter poor quality credit.

~ Business Risks: Being an NBFI, IDLC suffers from an inherent weakness of higher funding
costs when compared with banks. Nevertheless, the business units are focusing on improving
service levels, finding new niche areas and are constantly adopting innovative and attractive
credit solutions to remain competitive.
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~ Market risks: Though for an NBFI it is tougher to match interest rates during volatility, the
division has been successful in matching interest rates during cyclicality with the help of its
strong credit pool. Moreover, the division has little or no foreign exchange exposure.

# Operational risks: The division’s structure helps mitigate operational risks. Its robust
reporting hierarchy helps proper supervision and enables the staff to understand and perform
their tasks timely and accurately. Moreover, the software inputs are mainly handled by IT
professionals and trained personnel.

3.4 Structured Finance (Part of the corporate division)

~LC's Structured Finance Department (SFD) was established in 2000.The department commenced
wwerations through loan syndication on the back of increasing demand for large industrial and
wrastructure project financing. Over the years, the department continued to arrange syndication

“eals in the form of term loans and working capital facilities.

“esently, the SFD is involved in deals that require various modes of financing. Being one of the
wading structured finance solution providers, the department arranges financing through a wide range
¢ products that include term-loans (both local and foreign currency), working capital facilities,
wastructure financing and subordinated bonds for Tier-II regulatory capital requirements of
~wmmercial banks, among others. The department also provides financial advisory services to the

uesiness houses.

B4 1 Kev Competence Drivers

~wer the years, the SFD has emerged as a strong player and earned a solid reputation in the financial

wmarvets for its creditable performance. Several strengths have played a key role behind this success:

~ Initial backing of IDLC management coupled with a strong Corporate Governance framework
has enabled IDLC to establish a strong brand image in the market. The reputation of IDLC
contributes immensely for booking loan syndication deals from large corporate houses of

Bangladesh.

30



Performance Evaluation of IDLC Finance Limited 2 0 15

Expericnced tcam members posscssing thorough knowledge of the industry. Besides,
continuous development of our human resource has enabled the creation of several innovative

customer-centric financial solutions.

Strong management support provides comfort to the team towards the procurement of a larger

pipeling of business deals and enhances the success of transactions.

The sustenance of strong rclationships with syndication partners and other stakeholders
enables successful booking and execution of syndication deals. [IDLC’s strategic relationship
is not limitcd to local financial institutions but also cxtends to multi-latcral agencics, which

aids in acquiring diverse and often low-cost source of funds.

Innovative and low-cost solution for the complex transaction of the high-cnd corporate
clientis.
Focused cfforts on diversifying the portfolio through booking deals is ensured across muitiple

sectors like real estate, sieel, power and hospitalily, among others.

Strong nctwork with corporate houscs and in-housc industry rescarch helps in the sclection of
the right clientele, which ensures growth and profitability as well as the maintenance of a

quality porttolio.

kev Financials:

Total Funds Raised

Raised movement of of IDLC during the period 2009 to 2013 was as follow:

Table 3.9: Total Funds Raised and Growth Rate

Year Total Funds Raised |  Growth Rate '
. (Taka in miltion) |
2009 1 a3 1 = |

2010 0 -100% |

2011 9,550 955000% |

2012 2.280 | -76% 1

2013 (1,895 | 422% ]

Sonrce: Annnal Report- 20019 to 2013 of INLC Finance 1td
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Graph 3.9(a): Total Funds Raised Graph 3.9(b): Growth Rate (%)
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the Table-3.9 and Graph-3.9(a) and 3.9(b) it can be scen that in the year 2009 the total funds
value was Tk. 1,323 million. In the next year 2010 IDLC did not need to raise any fund. In the
2011 total tfunds raised value was Tk. 9,550 million. In the year 2012 it was about Tk. 2,280
won which was 76% lower than the previous year. In 2013 IDLC’s total funds raised value

to Tk.11,895 million and the growth rate was 422%.

2.3 Kev Business Trends and Opportunities

» Socio-economic Environment: The socio-economic environment of Bangladesh is one of the
most important factors that drives business in the country. As one of the members of the LDC
(least developed countrics) group, the country’s GDP growth remains consistent despite an
unstable political situation, corruption and Corporate Governance issues, among others.
However being an emerging economy, Bangladesh is continuing on its growth path and
hence, industrial and large project financing has become one of the key drivers of this
transition. Bottlenecks created due to socio-cconomic challenges have resulted in a negative
impact on various projects undertaken by the public sector, thereby indirectly affecting the

privatc scctor as well. For cxample, a dclay in government approvals may delay overall
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project implementation. It is imperative that socio-economic conditions contribute positively

to the overall infrastructure development of the country.

Large Infrastructure Projects: With growing urbanization in recent decades, the decmand for
large infrastructure projects — transport, communication, water and energy, among others — is
incrcasing rapidly. Large-scale financing is required for such projects and they provide
opportunities to the SFD, enabling us to participate in the economic growth and business
development. The public-private partnership (PPP) projects also play a vital rolc in the

demand for syndicated financing of large infrastructure projects.

Market liquidity: Liquidity in thc financial markets plays a significant role in investment
opportunities for financial institutions. High liquidity supports financing of projects and
results in increasing investments in large projects. Liquidity in the financial market is an

important factor for the SFD to procure deals that result in successful fund arrangements.

Different financing modcs: Economic dcvclopment has created an appetitc for large-scalce
projects. Currently, the large size and scale of projects require various forms of financing
collaborations for the successful arrangement of funds. The incorporation of Islamic
Financing (HPSM), 1PFF (Bangladesh Bank/ World Bank) and foreign currency financing in
loan syndication has helped the SFD to structurc diversified modes of financing. In addition, a
vibrant capital market is essential for structuring different products such as coupon bearing

bonds, zero coupon bonds and convertible bonds, among othcrs.

ev Risks Ilmpactin

ur BRu<in and i r Mitiocation
Lur Business and 1 hel E.‘\|__‘| 1on

Changes in Government Policies: Major changes in government policies create an adverse

effect on busincsses. Duc to a change in the political situation, different projects face
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difficulties during implemecatation and operation. I{n addition, changes in tax and duty
structures impact businesses which indirectly affect the business of SFD.As part of the
mitigation measure, the SI'D continuously monitors the trends in government policies and
works together with large corporate houses to better assess the situation and find appropriate

mitigation measures.

» lack of Availability of Required Infrastructure: Unavailability of proper infrastructure
hampers business growth. As a mitigation measure, the SFD actively engages in due diligence
to ensure availability of the required infrastructure well before undertaking the fund

arrangement process for such projects.

~ Selection of Equipment Supplier: Most projects face implementation challenges on account of
inappropriate selection of equipment suppliers. To mitigate the risk, the SFD engages an
independent engineer/ consultant for projccts. {lence, the department ensures constant project
monitoring and provides a third eye view to lenders through the independent engineer/

consultant.

- Interest Rate Fluctuations: Fluctuation in interest rates creates a significant project risk, more
50, as rising interest rates compel companics to resist taking large syndicated loans, In order to
mitigate the risk, upper and lower bands for interest rates are structured to give adequate
cushion to both client and lenders against fluctuations, thus creating a mutually-beneficial

situationt.

S Capital Market

Capital Market businesses under IDLC Securities Limited (IDLC-SL) and IDLC Investments
sed (IDLC-IL) have suffered since the market collapsed in end-2010, similar to all other players
e market. Revenues have shrunk as trading volumes have declined dramatically while provisions
been made in line with BSEC regulations for those parts of the margin loan portfolio which
< suffered impairment. Importantly, IDLC has also de-recognized all income generated from such
ired assets, in line with the most conservative international accounting practices. As a result,
L Investments Limited suffered a net loss of faka 213 million during the year under review.
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3.5.1 Brokerage Services

"DLC’s brokerage business operates under its fully-owned subsidiary, IDLC Securities Limited. The
“ompany commenced operations in the year 2006 and is engaged in providing invesiors access 0
wapital markets through state-of-the-art infrastructure in terms of online trading platform and
wrminals. IDLC Securities operates 59 terminals spread across ten offices in Bangladesh.

Kev Competence Drivers

» Cutting-edge Technology: The Company provides its customers cutting edge technology in
terms of robust trading platforms, redundancies and high uptime.

» Customer Services: The Company provides wide ranging capital market access through phone
trades (placing trades via the telephone), i-trade (trading through the Internet), m-trade (via
mohile phones through a particular application) and SMS trade (placing a trade via a pre-
formatted SMS sent from thc customer’s rcgistered mobile number).These provide our
customers the freedom and convenience to trade as per their requirements.

» Strong Brand kquity: The Company enjoys brand equity through a strong lineage (association
with IDLC).This ensures high levels of customer trust and loyalty; the result was that it
achieved 20% growth in customer hase last year.

8.2 Merchant Banking

L C’s investment banking operations were commenced in the year 1999 with the primary activity
-z participating in underwriting shares. 'The Company managed its first Initial Public Offer (1PO)
e issue manager of Bank Asia Limited in the year 2003, mobilizing a cumulative Taka 200
= on. Another landmark was achieved in the capital market history of Bangladesh when IDI.C
ents managed the first -ever iPO under the book-building method in the year 2010 for RAK
ics (Bangladesh) Limited, raising a cumulative Taka 1,656 million with a share subscription of
10 times.

Competence Drivers

» Showpiece Porttolio: As of 31 December 2013, the Company managed seven [POs as issue
manager and has helped raise Taka 5,200 million; some of companies for which it has
managed 1POs/ bonds include Bank Asia .imited, Berger Paints Bangladesh 1.imited, Marico
Bangladesh Limited, RAK Ceramics (Bangladesh) Limited, GBB Power Limited, Paramount
Textile Limited and Matin Spinning Mills Limited.
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» Diversilied Services: IDLC has managed multiple private placements and capital raising
activities. Until 31 December 2013, it has provided underwriting services to 48 issuers and
have also managed the repeat public offering of subordinated convertible hond of RRAC
Bank Limited and the rights offer of The City Bank Limited. IDLC has also completed private
placement (cquity) of Taka 1,205 million for Energypac Power Generation Limited and for
Tosrifa Industries Limited amounting to l'aka 60 million. It have also provided corporate
advisory services to Runner Automobiles Limited to help raise capital through foreign direct
investment (FDI) to the tune of Taka 1,050 million.

» Healthy Mobilization: By managing IPO, RPO, rights, placement and capital raising
activitics, IDLC Investment has helped raisc Taka 14,336 million for our clicntcle.

» Innovative Approach: In September 2013, IDLLC conducted a road show for the PO of
Energypac Power Generation Limited under the book-building method (a process in which a
company attempts to determine the price to offer its security based on demand from
institutional investors), which is an innovative funds mobilization approach in Bangladesh.

3.6 Risk Exposure and Risk Management

DLC defines ‘risk’ as the level of potential losses or profits foregone due to internal or external
“sctors. Risk is an integral part of the financing business and risk management entails our adoption of
wveral measures to strengthen our ability to cope with the dynamics of a complex business
svironment in which it operates.

DLC’s risk management capabilities are woven around a strong management structure and
wiormation system, an cffective risk-rating system and robust pelicies. The primary objective of risk
management is to protect the Company’s financial strength and reputation and ensure efficient capital
seployment to support business activities and enhance shareholder value. Effective risk management
soupled with the adoption of BASEL-11 recommendations benefit IDLC by augmenting capitalization
wnd optimizing costs to risk and funding.

Risk Types

%: IDLC, we possess a comprehensive risk management framework that enables us to monitor,
=aluate and manage the risks we assume in conducting our day-to-day activities. These include
wredit, market, liquidity and operational risk exposures.
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risk of loss arising from the failure of a client or counter-party to meet their contractual
ions. At IDLC, credit risk may arisc on account of the following:

» Default risk

» Credit concentration risk
» Recovery risk

» Counter-party risk

P> Related-party risk

P Environmental risk

C employs various credit risk mitigation techniques to organize credit exposure and reduce

. These techniques are used consistently and reviewed periodically to meet operational
ment risk requirements for their legal, practical and timely enforcement.

-

wev focus of IDLC’s credit risk management approach is to avoid undue concentrations in the
it portfolio whether in terms of counter-party, groups, sectors or products. The Company’s
folio management supports a comprehensive assessment of concentrations within its credit risk
olio for provision of subsequent risk-mitigating actions and diversification across geographical
ries, sectors, borrower groups and products. The analysis is also used to determine stratcgies
soth portfolio and individual counter-partics within the portfolio based on their risk/ reward
le and potential.

use and approach to credit risk mitigation varies by product type, customer and business strategy.
wzation techniques used include:

» Credit Limits (Individual and Group): IDLC possesses a set ot Board-approved prudential
limits to address counter-party concentration risks. These allow higher exposure to better-
rated customers and lower exposure to lower-rated customers. Excesses hevond tolerance
limits are considered on a case-by-case basis at the time of credit sanctioning and are reported
guartcrly to the Board.

» Sustainable Cash Flow: An important aspect ol IDLC’s credit review is a deep locus on the
asset to be financed and the expected cash flow in order to minimize the probability of losses
from late and delinquent payments. Hence, barrower credit-worthiness is determined on the

basis of their reliability and ability to make timely payments.
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Measures of reliability include credit payment history, references from current and past
suppliers and qualitative character of the management/ owners. Projected cash flows are also
used to demonstrate the ability of the applicant to generate enough revenue and cash flow to
make payments within the prescribed terms and conditions. This includes evidence that the
business continues to operate successfully and has been responding to its liabilities on time.

» Collateral : Collateral is security in the form of an asset or third-party obligation that serves
to mitigate inherent risks of credit loss due to exposure by either substituting the borrower
default risk or improving recoverics in the ¢vent of a default.

I'he principle types of collatcral taken comprisc cash and cash equivalent instruments,
properties (residential, commercial and industrial), capital funds, plant and equipment.

Realizable value of the collateral is computed on a conservative view of current market prices,
suitably discounted for price volatility and the lack of a ready market for assets. All
realization costs are taken into account as well.

Collaterals taken by IDLC are well-documentcd to cnsure that credit risk mitigation is legally
effective and enforceable.

~» Risk Transter: In some cases, IDLC holds guarantees, letters of credit (L.C) and similar
instruments from third parties, which enable it to claim the settlement in the event of default
on the part of the counter-party.

Guarantor counter-parties include banks, parent companies, sharcholders and associated
countersparties. Credit-worthiness is established for the guarantor for counter-party credit
approvals.

e risk of loss arising from changes in market variables such as interest rates, security prices, equity
meex levels, exchange rates, commodity prices and general credit spreads.

s Lt ,
e Company’s Asset Liability Management Committee (ALCO) regularly meets to assess
ailing market risks. ALCO members analyze the changes in interest rates and market conditions
. conduct an analysis on the asset liability maturity gap and product reprising. thereby taking
ive measures to monitor and control interest rate risks.

WL C clearly defines policies and procedures for limiting and controlling interest rate risks by
meating responsibility and accountability and defining authorized instruments and position-taking
smeortunities. ALCO ensures that the Company embraces the policies and procedures that cnable
ive interest rate risk management. These include maintaining:
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» An interest rate risk management review process.
» Appropriate limits on risk taking.
P> Adequate systems of risk measurement.

> A comprehensive interest rate risk reporting system and effective internal controls.

The liquidity risk means the risk of being unable to either meet payment obligations on maturity or to
sorrow funds from the market at an acceptable price to fund actual or proposed commitments.

_squidity is of critical importance to financial institutions. Insufficient liquidity has been the cause
ehind most recent failures of financial institutions. IDLC possesses a comprehensive and
servative set of liquidity and funding policies to address both firm-specific and broader industry/
cet liquidity events. Our principal objective is to create a well-capitalized firm with a strong
rent ability of our core businesses to continue to generate revenue, even under adverse
mstances.

L manage liquidity risks according to the following principles:

Asset-liability management: 1DL.C assess anticipated holding periods for our assets and their
cted liquidity in a stressed environment. [t manages maturitics and diversity of our funding
wss markets, products and counter-parties and secks to maintain liabilities of appropriate tenor
ive to our asset base.

Excess liguidity: IDL.C maintain substantially cxcess liquidity to meet a broad range of potential
outflows and collateral needs in a stressed environment. IDLC invests its liquid funds in a
er which emphasizes the need for security and liquidity.

operational risk means the risk of loss arising from inadequate or failed internal processes,
Je and systems, or the risk of loss resulting from external causes, whether deliberate. accidental
satural. Other related operational risks include:

P Legal risk

» Reputational risk

» Compliance risk

B Strategic risk
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“perational risks arise from inadequate or failed internal processes, human errors and system failures
o from external causes (deliberate, accidental or natural). Such events may cause direct financial
wsses or manifest indirectly as revenue forgone duc to suspension of business. They may also
Samage our reputation, causing longer term financial implications. Operational risks are inevitable
Lemsequences of being in business and managing it is a core eclement of our business activities.

Managing operational risks requires timely and accurate information as well as a strong control
wutture. IDLC seek to manage operational risks through:

» ‘Training, supervision and development of our human resource.

» Active participation of the senior management in identifying and mitigating key operational
risks.

» Independent control and supporl {unctions that monitor operational risks on a daily basis; we
have instituted extensive policies and procedures and implemented controls designed to
prevent the occurrence of events leading Lo operational risks.

» Proactive communication between our revenue-producing units and our independent control
and support functions.

» Building a network of systems throughout the firm to facilitaie the collection of data used in

analyzing and assessing our operational risk exposure.

Susiness volume risk  may arise from declining business volumes and market share, from
wmpetitive pressures and loss of leadership position and from over-trading, which may aftect
editability due to revenue volatility and reduced earning spreads, credit rating and reputation. Risk
W over-trading may lead to insufTicient capital.

" encounter and mitigate business volume risks, the following risk mitigation measures are in place:
» Regular review of the impact of the global economic meitdown and taking appropriate
measures.

» Innovate convenient financial products and services.
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Take prompt action on customer complaints.
Undertake frequent assessment to client satisfaction.
Review performance against budgets and targets.

Review and analysis competitor performance.

Risk Exposure Based On Operational Assessment as well as Market
Perception:
Table 3.10: Risk Rating

Credit Risk Moderate

Market Risk Moderate
Liquidity Risk Low
Operational Risk Low
Business Volume Risk Low
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4.1 FINANCIAL PERFORMANCE

1.1 Total Assets
| assets movement of IDLC during the period 2009 to 2013 was as follows:

Table 4.1: Toiai Assets and Growih Rate

Total Assets
Year {Taka in millicn) Growth Rate |
2009 22,681 -
2010 26,930 - 18.73%
2011 31,165 15.73%
2012 37,784 21.24%
2013 50,429 33.47%

Source: Annual Report 2013 of IDLC Finance Ltd

4.1(a): Total Assets (Taka in million) Graph 4.1(b): Growth Rate of Total Assets (%)
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the Table-4.1 and Graph-4.1(a) and Graph-4.1(b) it can be seen that in the year 2009 the total
was Tk. 22,681 million. In the next year 2010 it increased to Tk. 26.930 million which was
18.73% higher than year 2009, in the year 201 Itotal assets grew at decreasing rate that was
. 73%, in the year 2012 assets grew at increasing rate that was 21.24% and continued to increase up
2013. In 2013 IDLC’s total assets grew up by 33.47% and reached to Tk. 50,429 million that was
37,784 million in 2012. It is the good sign for IDLC Finance Ltd. The higher value of assets
es that company will generate more cash flow in future which increases the confidence of

ors and creditors.
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4.1.2 Long Term Liabilities
Long-term liabilities are company obligations that extend bevond the current year, or alternately,
seyond the current operating cycle. Long Term Liabilities movement of [DLC Finance Lid. during

the period 2009 to 2013 was as follows:

Table 4.2: Long Term Liabilities and Growth Raie

| Long Term Liabilities |
Year ’ (Taka in miilion) Growth Rate
2009 18,792 -
2010 21,745 15.71%
2011 25,299  1634%
2012 32,492 28.43%
. 2013 43,951 - 3527% |

Source: Annual Report 2013 of IDLC Finance Ltd

Graph 4.2(a): Long Term Liabilities (Taka in million) Graph 4.2(b): Growth Rate of Long Term Liabilities (%)
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From the Table-4.2 and Graph-4.2(a) and Graph-4.2(b) it can be seen that in the year 2009 the long
term liabilities was Tk. 18,792 miilion. in the next vear 2010 it reached to Tk. 21.743 million which
was about 15.71% higher than year 2009 and continued to increase up to 2013, In the vear 2011 long
term liabilities grew at increasing rate that was 16.34%. in the vear 2012 long term liabilities grew up
by 28.43%. In 2013 IDLC’s total long term liabilities grew up by

35.27% and reached 1o 1k, 43,951
million that was Tk. 32.492 million in 2012, It

is expected that IDLC’s long term liabilities

continued to increase. Increase in long-term liability indicates company may prefer more debt in their
capital structure.
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4.1.3 Term Deposit Balance

IDLC Finance Ltd. offers various term deposits to its customers. A strong deposits base is critical for
success of any financial institutions. Deposits from customers are the main source of funds for
making any kinds of investment. The performances of term deposit of IDLC Finance Ltd. during the
period were shown below:

Table 4.3: Term Deposit Balance and Growth Rate

o ~ Term Deposit
Year (Taka in million) Growth Rate
2009 9,780 =
2010 12,373 26.51%
2011 16,828 36.01%
2012 22,008 30.78%
2013 29,064 32.06%

Source: Annual Report 2013 of IDLC Finance Ltd

Graph 4.3(a): Term Deposit Balance (Taka in miilion) Graph 4.3(b): Growth Rate (%)
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From the Table-4.3 and Graph-4.3(a) and Graph-4.3(b) it can be seen that in the year 2009 the term
deposit balance was Tk. 9,780 million. In the next year 2010 it grew up by 26.51% from the vear
2009 and continued to increase up to 2013. In the year 2011 it grew at increasing rate that was
36.01%, in the year 2012 growth rate decreased to 30.78%. In 2013 IDLC’s term deposit balance
grew up at an increasing rate by 32.47% and reached to I'k. 29.064 million that was Tk. 22,008
million in previous year. Increase in deposit balance indicates that company has more available funds
for investment.
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4.1.4 Total Loans, Advances and Leases

Total Loans, Advances and Leases movement of IDLC Finance Ltd. during the period 2009 to 2013
was as follows:

Table 4.4: Total Loans, Advances and Leases and Growth Rate

s
Year { Total Loans, Advances and Leases | Growth Rate
(Taka in Million)
| 2009 19,461 — |
2010 21,254 9.21% |
2011 26,357 2401% |
2002\ 32595 | 2367% |
2013 | 40,941 25.61% -[
Source: Annual Report 2009 to 2013 of TDLC Finance Ltd
Graph 4.4(a): Total Loans, Advances and Lcases Graph 4.4(b): Growth Rate (%)
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From the Table-4.4 and Graph-4.4(a) and Graph-4.4(b) it can be seen that in the year 2009 the Total
Loans, Advances and Leases balance was Tk. 19.46] million. In the nexi vear 2010 it grew up by
9.21% from the year 2009 and continued to increase up to 2013. In the year 2011 the growth rate
jumped up to 24.01%, in the year 2012 growth rate slightly decreased to 23.67%. In 2013 IDLC’s
Total Loans, Advances and Leases balance grew up at an increasing rate by 25.61% and reached to

Tk. 40,941 million. The increasing trend indicates that IDLC is going 1o invest more.
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4.1.5 Short-Term Finance Portfolio

IDLC Finance Ltd. provides short term financing to gain interest at a short period of time as well as
to maintain liquidity reserve. The Short term finance portfolio during the period 2009 to 2013 is
shown below:

Table 4.5: Short-term Finanece Portfolio and Growth Rate

Year Short-term Finance Portfolio | Growth Rate
(Taka in Million)
2009 317 -
2010 468 47.63%
2011 821 75.43%
2012 581 -29.23%
2013 604 3.96%
Source: Angual Report 2009 to 2013 of ID1.C ¥Finance Litd
Graph 4.5(a): Short-Term Finance Portfolio Graph 4.5(b): Growth Rate (%)
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From the Table-4.5 and Graph-4.5(a) and Graph-4.5(b) it can be seen that in the year 2009 the Short-
term Finance Portfolio value was Tk. 317 million. In the next year 2010 it grew up by 47.63% from
the year 2009. In the year 2011 the growth rate jumped up to 75.43%, in the year 2012 short-term
finance portfolio value went down and therc was negative growth rate -29.23%. Finally In 2013
IDLC Finance Ltd. could manage to increase its short-term finance portfolio value by 18.68% and
reached to Tk. 604 million. The trend of movement of short-term finance portfolio value indicates

that short-term portfolio is very volatile and inconsistent.
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4.2 OPERATIONAL PERFORMANCE

4.2.1 Net Interest Income
Net Interest Income movement of IDLC Finance Ltd. during the period 2009 to 2013 was as follows:

Table 4.6: Net Interest Income and Growth Kate

Year Net Interest Income Growth Rate 1
(Taka in million)

2009 893 =

2010 1.263 41.43%

2011 1,578 24.94%

2012 1,751 10.96%

2013 2,078 18.68%

Source: Anpual Report 2009 to 2013 of IDLC Finance Ltd

Grapb 4.6(a): Net Interest Income Graph 4.6(b): Growth Rate (%)
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From the Table-4.6 and Graph-4.6(a) and Graph-4.6(b) it can be seen that in the year 2009 the net
interest income was Tk. 893 million. In the next year 2010 it grew up by 41.43% from the year 2009
and continued 1o increase up to 2013. In the year 2011 the growth rate decreased to 24.94%, in the
year 2012 growth rate again decreased and reached to 10.96%. Finally in 2013 IDLC Finance Ltd.
could be able to increasc its net interest income to 18.68% and reached to Tk. 2.078 million. The
trend of net interest income indicates that it will continue to increase. As interest is the main revenue
source of IDLC finance limited , increase in net interest income indicates high profit earing
opportunity.
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4.2.2 Operating Income

Operational Income movement of IDLC Finance Ltd. during the period 2009 to 2013 was as follows:
Table 4.7: Operational Income and Growth Rate

[ Operational Income 1
Year (Taka in Million) | Growth Rate
2009 1,913 | -
2010 | 3,047 Lo 9928%
2011 2,160 -29.11%
2012 2,403 11.25%
L 2013 2,763 14.98%
Source: Annual Report 2013 of IDLC Finance Litd
Graph 4.7(a): Operational Income Graph 4.7(b): Growth Rate (%)
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From the Table4.7 and Graph-4.7(a) and Graph-4.7(b) it can be seen that in the vear 2009 the
operational income was Tk. 1,913 million. In the next year 2010 it grew up by 59.28% from the year
2009. In the yecar 2011 the operational income sharply decreased and growth rate fall down to -
29.11%. In the year 2012 operational income grew up by 11.25%. Finally in 2013 IDLC Finance Ltd.
could manage to increasc its operational income by 14.98% and reached to Tk. 2763 million. By

observing the trend of operating income indicates that growth of operaling income is very slow.
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4.2.3 Operating Expenses

Operational Expenses movement of IDLC Finance Ltd. during the period 2009 to 2013 was as
follows:

Table 4.8: Operational Expenses and Growth Rate

i

Year | Operational Expenses | Growth Rate
2009 490 ==
2010 966 - 97.14%
2011 913 -5.49%
2012 1,058 15.88%
2013 1,244 17.58%
Source: Annual Report 2013 of IDLC Finance Ltd
Graph 4.8(a): Operational Expenses Graph 4.8(b): Growth Rate (%)
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from the Table-4.8 and Graph-4.8(a) and Graph-4.8(b) it can be sccn that in the year 2009
operational expenses was Tk. 490 million. In the next year 2010 it sharply increased to Tk. 966
million and growth rate jumped up by 97.14% [rom the year 2009. In the year 2011 it sharply
decreased and growth rate fall down to -5.49%. From the year 2012 operating expenses keep
incrcasing. In 2012 growth ratc was 15.88% . In 2013 IDLC’s operational expenses grew up by
17.58% and reached to Tk. 1.244 million. Operating expenses are in growing trend but growth rate is

very slow. So this is satislactory. Bul high operating cxpenses may reduce profitability.
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4.2.4 Financial Expenses

Financial Expenses movement of IDLC Finance Ltd. during the period 2009 to 2013 was as follow:
Table 4.9: Financial Expenses and Growth Rate

', Financial Ex penses [
Year | (Taka in Million) . Growth Rate
2009 1,687 L: -
2010 1,822 8.00%
. 2011 o 2364 L 2975%
2012 3,103 31.26% |
2013 4,138 33.35% |
Source: Annual Report 2013 of IDLC Finance Ltd
Graph 4.9(a): Financial Expenses Graph 4.9(b): Growth Rate (%)
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From the Table-4.9 and Graph-4.9(a) and Graph-4.9(b) it can be seen that in the year 2009 financial
expenses was Tk. 1,687 million. In the next year 2010 it grew up by 8.00% [rom the vear 2009 and
continued to increase up to 2013. In the year 2011 it grew at increasing rate thal was as much as
29.75%, in the year 2012 financial expenses’ growth rate increased to 31.26%. In 2013 IDLC's
financial expenses grew up at an increasing rate by 33.35% and reached to Tk. 4.138 million. By
observing the trend of movement of financial expences it is expected that IDLC’s financial expences
will keep increasing. Increase in financing expenses indicates that interest expenses associated with

deposit and borrowing money is increasing. As a result. their profitability may be lower,
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4.2.5 Net Profit After Tax

Movement of net profit after tax of IDLC Finance I.td. during the period 2009 to 2013 was as follow:

Table 4.10: Net Profit after Tax and Growth Rate

Your Net Profit After Tax Growth Rate
2009 822 | ~
2010 1,327 ’- 61.44%
2011 500 -62.32%
2012 713 | 42.60%
{ 2013 | 669 61T
Source: Annual Report 2013 of IDLLC Finance Ltd _
Graph 4.10(a): Net Profit after Tax Graph 4.10(b): Growth Rate (%)
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From the Table4.10 and Graph—4.10(a) and Graph-4.10(b) it can be seen that in the yvear 2009 net
orofit after tax was Tk. 822 million. In the next year 2010 it increased to Tk. 1,327 million which
was about 61.44% higher than year 2009. In the year 2011 net profit after tax sharply decreased to
Tk.500 million and growth rate jumped down to -62.63%. The reason behind negative growth was
that IDL.C needed to charge higher provision for diminution in value of investments. In the vear 2012
net profit afier tax grew at increasing rate that was 21.24%. In 2013 IDLC’s net profit after tax faced
negative growth rate that was -6.17% and it reached to Tk. 669 million that was Tk. 713 million in
2012. IDLC’s trend of net profit is very inconsistent. So it is very difficult to predict net profit.
Decrease it net profit indicates poor performance of the company and it provides a negative signal to
the market. It may affect investors’ and creditors’s decisions.
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4.3 EQUITY STATISTICS

4.3.1 Number of Shares (No.)

Movement of number of shares of IDLC Finance Ltd. during the period 2009 to 2013 was as follow:

Table 4.11: Number of Shares and Growth Rate

Year Number of Shares (No.) : Growth Rate ;

2009 3,000,000 - |

35,5 6,000,000 100.00% .[

2011 99,000,000 1550.00%

2012 123,750,000 25.00%
2013 1 ________f(_)ff’_ A 30.00%

‘Source: Annual Report 2013 of IDLC Finance 1.4d

Graph 4.11(a): Number of Shares

Graph 4.11(b): Growth Rate (%)
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From the Table-4.11 and Graph-4.11(a) and 4.11(b) it can be seen that in the year 2009 Number of
Shares was 3,000,000. In the next year 2010 it grew up by 100% from the year 2009 and continued to
increase up to 2013. In the year 2011 it sharply grew and jumped up by the rate as much as 1550%,

in the year 2012 shares’ growth rate was 25%.

In 2013 IDLC’s number of shares grew up by 30%

and reached to 160.875,000. By observing the trend of movement of number of shares, it is expected
that IDLC’s number of shares will keep increasing

As per Securities and Exchange Commission’s Order No. SEC/CMRRCD/2002-123/109 dated Sep 15, 2011, denomination of face
v2lue of share converted to BDT 10 from BDT 100 per share.

53



Performance Evaluation of IDLC Finance Limited 20 15

4.3.2 Net Asset Value Per Share (Taka)

Net asset value per share represents a company's value per share. Net asset value per share movement
of IDLC Finance Ltd. during the period 2009 to 2013 was as follow:

Table 4.12: Net Asset Value Per Share and Growth Rate

Year | Net Asset Value Per Share = Growth Rate
f (T'aka) .: f
1 .
2009 | 14.88 - |
2010 22.94 54.17%
2011 24.74 7.85%
2012 29.17 17.91%
2013 33.33 14.26%
Source: Annual Report 2013 of IDLC Finance Ltd
Graph 4.12(a): Net Asset Value per Share Graph 4.12(b): Growth Rate (%)
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From the Table-4.12 and Graph-4.12 (a) and 4.12 (b) it can be scen that in the vear 2009 net asset
value per share was Tk. 11.88. In the next year 2010 it grew up by 54.17% from the year 2009. In the
year 2011 the growth rate decreased to 7.85%, in the year 2012 net asset value per share grew up by
17.81%. Finally In 2013 IDLC’s net asset value per share increased at a decreasing rate 14.26% and
reached to Tk. 33.33. By observing the trend of movement of net asset value per share, it can be said
that the growth of nct asset value per share is slow.The higher the value of the ratio better for the
firm. Increasing trend of net asset value per share indicates that assets of the company are increasing
day by day. It is very good signal to the market.
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4.3.3 Market Capitalization

Market Capitalization means the total market value of all of a company's outstanding shares. Market
capitalization movement of IDLC Finance Ltd. during the period 2009 to 2013 was as follow:

Table 4.13: Market Capitalization and Growth Rate

Year Market Capitalization Growth Rate
(Taka In Million)
2009 11,109 v
2010 27,888 151.04%
2011 3,712 -50.83% |
2012 11,373 -17.06%
2013 | 10,119 -11.03%
Source: Annnal Report 2013 of IDLC Finance Ltd
Graph 4.13(a): Market Capitalization Graph 4.13(b): Growth Rate (%)
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From the Tabie-4.13 and Graph-4.13 (a) and 4.13 (b) it can be seen that in the year 2009 markcet
capitalization was Tk. 11,109 million. In the next year 2010 it grew up by 151.04% from the year
2009. In the year 2011 the growth ratc become negative that was -50.83%. In the year 2012 growth
rate of market capitalization was -17.06%. Finally In 2013 IDLC's Market capitalization also
decreased and growth ratc was -11.03% and it reached w0 Tk 10.119 million. The decreasing wrend of
market capitalization indicates that market value of outstanding stocks of the company is decreasing

year by year.
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4.3.4 Market Value Added

It shows the difference between the market value of a company and the capital contributed by
investors. Market value addition movement of IDLC Finance Ltd. during the period 2009 to 2013
was as follow:

Table 4.14: Market Value Added and Growth Rate

Market Valoe Added ]
Yea i ’ F (. |
S (Taka in Millions) E " |
2009 19,825 —
2010 24.198 22.06%
201 | 9,732 -59.78%
2012 6,680 -31.36% X
\ 2013 4,756 -28.80%
Source: Annual Report 2009 to 2013 of IDLC Finance Litd
Graph 4.14(a): Market Value Added Graph 4.14(b): Growth Rate (%)
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From the Table-4.14 and Graph-4.14 (a) and 4.14 (b) it can be scen that in the year 2009 markel
value addition was Tk. 19,825 million. In the next year 2010 it grew up by 22.06%°% from the year
2009. In the year 2011 the growth rate become negative that was -39.78%. In the year 2012 growth
rate of market value addition was -31.36%. Finally In 2013 IDLC’s market value addition also
decreased and growth ratc was -28.80% and it reached t Tk. 4,756 million. The decreasing trend of
this value indicates company maynot create substantial wealth for the shareholders. But the higher the

MVA, the beuer for the company.

56



Performance Evaluation of IDLC Finance Limited 20 15

4.3.5 Share Holder Equity
The shareholder's equity of IDLC Finance Ltd. during the period 2009 to 2013 was as follow:

Table 4.15: Shareholders’ Equity and Growth Rate

Year { Sharcholders’ Equity (Taka in | Growth Rate
| Million) |
L2009 | 2,393 L ~ |
2010 3,690 54.20% R
2011 3o 1 786% |
2012 | i i 17.91%
2013 5,363 14.28%
Source: Annuai Report 2013 of IDLC rinance Lid
Graph 4.15(a): Shareholders’ Equity Graph 4.15(b): Growth Rate (%6)
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From the Table-4.15 and Graph-4.15(a) and Graph-4.15(b) we can see that in the year 2009
sharehoider's equity was Tk.2, 393 million. in the next vear 2010 it grew up by 34.20% and continucs
to increase every year. But the growth rate reduced to 7.86% in the vear 2011. In the year 2012
sharchoider’s equity increased by 17.91%. %. Finally In 2013 IDLC s sharcholder's eguity increased
at a decreasing rate that was 14.28% and reached to Tk. 5,363 million. Shareholders® Equity of IDLC
{inanice is increasing ycar by vear.  The incresing trend of sharcholders™ equity indicates that

company is substentially maximizing wealths of its shareholders.
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5.1 PROFITABILITY RATIOS
5.1.1 Return on Assets

The Return on Assets measures how efficiently a company can manage its assets to produce profits
during a period. he Return on Assets of 110 Finance Limited during the period 2009 to 2013 was
as follow:

Table 81: Return on Assets and Growth Rate

Year ' ROA (%) Growth Rate
2009 4.11 -
2010 5.35 30.17%
2011 1.72 -67.85%
2012 2.07 20.35%
2013 1.52 -26.57%
Source: Annual Report 2013 of IDLC Finance Ltd
Graph 5,1(a): Return on Assets Graph 5.1(b): Growth Rate (%)
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From the Table 5.1 and Graphs 5.1(a) and 5.1(b), it is found that the ROA of IDLC Finance Lid. was
4.11% in the year 2009 which means company generated k. 0.0411 net profit from cach 1k
investment in total assets. In the year 2010 ROA increased to 5.35% that was 30.17% more than that
of 2009. In the year 2011, the ROA of IDI.C decreased to 1.72% and the growth rate became
negative which was -67.85%. It was due to the sharp decrease in net income in that particular year.
In the year 2012, their ROA increased to 2.07% with having an increased growth rate of 20.35%. In
the year 2013, their ROA again decreased to 1.52% which was 26.67% less than the previous year.
The reason was they purchased some new assets for the operation of their business, moreover net
income decrease in that particular year. The higher the value of ROA. the better for company. But the
decreasing trend of return on assets of IDLC indicates the managements’ inefliciency in using assets
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to generate profit. It is a bad signal for the company. As a result, Investors may be discouraged to
invest in IDLC.
5.1.2 Return on Equity

Return on Equity measures how efficiently a firm can use the money from shareholders to generate
p‘LHLb and glow ihe Leiiipany. The Return on B L1L. iy of IDLC Finance Limited ..t..':'-g

the period
2009 to 2013 was as follow:

Table 5.2: Return on Equity and Growth Rate

\_*_HYear ROE (%) Growth Rate
| 2009 . 41.05 s
e _
2010 43.64 6.31%
L 2011 | 13.04 -70.12%
2012 644 26.07%
2013 13.31 -19.04%
Source: Annual Report 2013 of IDLC Finance Lid
Graph 5.2(a): Return on Equity (%) Graph 5.2(b): Growth Rate (%)
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From the Table 5.2 and Graphs 5.2(a) and 5.2(b), it is found that the ROE of IDLC Finance Ltd. was
41.05% in the year 2009 which means company generated Tk 4105 net profit for each TR !
common stockholders’ equity. In the ycar 2010 ROE increased to 43.64% that was 6.31% more than
that of 2009. In the year 2011, the ROE of IDLC decreased to 13.04% and the growth rate became

negative which was -70.12%. It was due to the sharp decrease in net income in that particular year.
In the year 2012, their ROl increased to 16.44% with having an mcreased growth rate of 26.07%. In
the year 2013, their RO! again decreased o 12 21% which was [9.04% less than the previous year.
The higher the valuc. of ROL, the better for company. But the decreasing trend of return on equity of
[DLC means that profitability of the company is deteriorating. It will adversely affect investors’
decisions
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5.1.3 Return on Investment

Return on Investment (ROI) measures the gain or loss generated on an investment relative to the
amount of money invested. The Retum on Investment of IDLC Finance Limited during the pertod
2009 to 2013 was as follow:

Tabie 3.3: Return on invesiment and Growth Rate

Year ROI (%) Growth Rate
2009 | 456 | -
+— _— {
2010 | 6.32 38.60%
2011 l 2.05 -67.56%
2012 2.38 1610%
2013 1.79 -24.79%

Source: Annual Report 2009 to 2013 of IDLC Finance Ltd

Graph 5.3(a); Return on [nvestment Graph 5.3(b): Growth Rate (%)
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From the Table 5.3 and Graphs 5.3(a) and 5.3(b), it is found that the Return on Investment (RO1) of
IDLC T'inance Lid. was 4.56% in the vear 2009 which means from each Tk.l investment company
generated Tk. 0.0456 net profit. In the year 2010 ROI increased 1o 6.32% that was 38.60% more than
that of 2009. In the vear 2011. the ROl of IDLC decreased to 2.05% and the growth rate became
negative which was -67.56%. It was due to the sharp decrease in net income in that particular year. In
the year 2012, their ROJ increased to 2.38% with having an increased growth rate of 16.10%. In the
year 2013, their ROl again decreased to 1.79% which was 24.79% lcss than the previous year. [t
oceurred due to decrease in net income in that particular vear. Higher value of the ratio is better for
the company. But the lower trend of IDLC's ROI indicates that the management is not efficient
enough to generate return from its investments. It provides a bad alarm about the company.
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5.1.4 Earnings per Share (EPS)

The Earnings per Share represents the amount earned on behalf of each share of common stock. The
Earnings per Share of IDLC Finance Limited during the period 2009 10 2013 were as follow,

Table 5.4: Earnings per Share and Growth Rate

T - - ————
Year | EPS (Taka) Growth Rate
2009 | 5.11 )
2010 8.25 61.45%
2011 | 301 -62.30%
2012 A4 42.44%
2013 4.16 -6.09%
Source: Annusl Repori 2613 of IDLC Finance L6
Graph 5.4 (a): Earnings per Share (Taka) Graph 5.4 (b): Growth Rate (%)
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From the Table 5.4 and Graphs 5.4(a) and 5.4(b), it is found that the EPS of IDLC in the vear 2009
was Tk. 5.11 indicating that the sharehoiders 1DLL have eamed a return of Tk.J3.11 on each
outstanding shares of common stock. The EPS was increased to Tk.8.23 in the year 2010, having a
growth rate of 61.45%. In the vear 2011 EPS dropped to Tk.3.11 and the growth rate became
negative which was -62.30%. It was due to the decrease in the net income in that particular year. In
the year 2012, the EPS has increased to Tk. 4.43, having a growth rate of 42.44%._ Finally in the year
2013, their [PS slightly decreased to Tk. 4.16 which was 0.09% less than the previous year. It
occurred due to decrease in net income in that particular year. The lower EPS indicates that the
company has less profit to distribute to its stockholders. As a result. Investors may be discouraged to
invest in IDLC’s stocks.
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5.1.5 Dividend Pavout Ratio

The dividend payout ratio measures the percentage of net income that is distributed to
sharcholders in the form of dividends during the year. The Dividend Payout Ratio of IDILC
Finance Limited during the period 2009 to 2013 was as follow:

Table §.5: Dividend Payout Ratie and Growth Rate

Year Dividend Payout Ratio (%) Growth Rate
~ 3w2009 40.14 -
2010 45.21 12.63%
2011 49.47 9.42%
2012 52.08 5.28%
2013 72.09 38.42%
Seuree: Annual Repert 2013 of IDLC Finapee Lid
Graph 5.5 (a): Dividend Payout Ratio Graph 5.5(b): Growth Rate (%)
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From the Table 5.3 and Graphs 3.5 (a) and Graphs 5.5 (b). we can see ihat the dividend payout ratio
was 40.14% in the year 2009 indicating that IDLC has paid 40.14% of its earnings as cash dividends
10 its shareholders. In the vear 2010 the dividend payout ratio increased to 45.21% having a growth
rate of 12.63%. In the year 2011 dividend payoul ratio increased Lo 49.47% bul growih rate dropped
to 9.42%. In 2012 dividend payout ratio increased to 52.08% and growth rate again dropped to
5.28%. Finaily, in 2013 the dividend payout ratio increased to 72.09% which is the highest in iast 7
years and it was 38.42% more than the previous year. From the trend of the dividend payout ralio, we
can predict that it will keep increasing. The increasing trend of dividend payout ratio indicates that
carnings are enough to support dividend payments. It will encourage investors to invest in IDLC.
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5.2 SOLVENCY RATIOS

5.2.1 Debt to Total Assets

Debt to Total Assets ratio is a solvency ratio and it measures the portion of the assets of a business which are
financed through debt, The Debt w Total Assets of IDLC Finance Limited during the period 2009 0 2013 was
as follow:

Table 5.6: Debt to Total Assets Ratio and Growth Rate

Year l Total Debt to Total Assets Growth Rate
2009 89.45% -

2010 R6.30% -3.52%
2011 87.23% 1.08%
2012 87.58% 0.40%
2013 89.37% 2.04%

Source: Annual Report 2013 of 1DL.C Finance Ltd

Graph 5.6(a): Debt to Assets Ratio (V) Graph 5.6 (b): Growth Rate
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From the Table 5.6 and Graphs 5.6(a) and 5.6(b). it is found that the debt (o total asset ratio of 1DLC
was 89.45% in the year 2009 indicating that about 89.45% of its assets were financed by debt. The
debt to total asset ratio was decreased to 86.30% in the vear 2010. having a negative growth of
-3.52%. In the year 2011 debt to total asset ratio increased to 87.23% having a growth rate of 1.08%.
in the year 2012, the debt to total asset ratio again increased 1o 87.58%, growth rate is very little that
is 0.40%. Finally in the year 2013, their debt 1o total asset ratio increased 1o 89.37% which was
2.04% more than the previous year. Lower value of debt assets ratio is favorable. But the a higher
value of IDLC’s debt to total assets indicates that higher portion of company's assets are claimed by
its creditors which means higher risk in operation since the business would find it difficult to obtain
loans for new projects.
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5.2.2 Debt Equity Ratio

Debt Equity Ratio indicates the proportion of total debt relative to shareholder’s equity of the
company. The debt equily ratio of IDLC Finance Limited during the period 2009 (o 2013 was as
follow:

Table 5.7: Debt to Equity Ratio and Growth Rate

Year Debt to Equity Ratio (Times) Growth Rate
2000 | 000 848 i
2010 63 -25.71%
2011 6.83 8.41%
i 2012 7.05 N 3.22%
| 2013 8.4 19.15%
Source: Annual Report 2013 of IDLC Finance Ltd
Graph 5.7(a): Debt to Equity Ratio (%) Graph 5.7(b): Growth Rate (%)
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From the Table 5.7 and Graphs 5.7(a) and 5.7(b), we can see that the debt to equity ratio was §.48
times in 2009 which means IDLC’s total debt was 8.48 times of its total shareholders’ equity. In 2010
it decreased to 0.3 times and which was 25.71% less than the previous vear. In 2011 it increased to
6.83 times having a growth rate of 8.41%. In 2012 the ratio increased 1o 7.05 times having a growth
rate of 3.22%. Finally in 2013 debt to equity ratio increase to 8 4 times and growih rate was 19.15%.

It is found that the debt to equity ratio is increasing vear by year. Higher debt-to-equity ratio is

unfavorable because it means that the business relies more on external lenders thus it is at higher risk.
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523 Financial F Xpenses Coverage Ratio (Times)

Financial Expenses Coverage Ratio indicates the firm’s ability to meet is interest expenses by its
EBIT (Eurnings before Tax and Interest). The Financial Expenses Coverage Ratio of IDLC Finance
Limited during the period 2009 to 2013 were as follow:

Tahle 5.8: Financial Fxpenses Coverage Ratio and Growth Rate

Year rFmanclal Expenses Coverage Growth Rate
! (Times)

2009 - 1.75 -

2010 2.07 18.29%

011 | 151 o 27.05%

2012 1.4 -7.28%

2013 .32 ', 5.71%

Source: Anpual Report 2013 of IDLC Finanee Litd

Graph 5.8 (a): Financial Expenses Coverage Ratio Graph 5.8 (b): Growth Rate (%)
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From the Table 5.8 and Graphs 5.8(a) and 5.8(b), it s found that the Financial Expenses Coverage
Ratio of IDLC was 1.75 times in the year 2009 indicating that this company's income is 1.75 times
higher than its interest expense or for each Tk.1 interest expenses IDLC has Tk.1.75 of EBIT. The
financial expenses coverage ratio was increased to 2.01 times in the year 2010, having a growth of
18.29%. in the vear 2011, the ratio decreased to 1.51 limes having a negative growth rate of -27.05%.
In the year 2012, the ratio again decreased to 1.40 times, still having a negative growth rate of
-7.28%. Finally in the year 2013, their financial expenses coverage ratio decreased to 1.32 times
which was 5.71% less than the previous year. The trend of IDLC's financial expenses coverage ratio
is downward. It indicates that their carnings are not increasing in same proportion to the increasc in
financial expenses. The larger ratios are considered more favorable than smaller ratios. But still IDLC
has sufficient revenues to satisfy its financial expenses. Creditors would favor a company with a
much higher times interest ratio becausc it shows the company can afford to pay its interest payments
when they come due.
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5.2.4 Capital Adequacy Ratio

The capital adequacy ratio of IDLC Finance Limited during the period 2009 to 2013 was as follow:

Tabie 5.5 Capitai Adeguacy Ratio and Growih Rate

Year Capital Adequacy Ratio Growth Rate
2009 N/A N/A
| 2040 | N/A NA ]
2011 N/A N/A
2012 13.88% N/A
2013 15.43% 11.17%
Source: Ansual Report 2613 of IDLC Finance Lid
Graph 5.9 (a): Capital Adequacy Ratio Graph 5.9 (b): Growth Rate (%)
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From the Table 5.9 and Graphs 5.9(a) and 5.9(b), It is found that capital adequacy ratio of 1IDLC
Finance Limited was 13.88% in 2012. In 2013 it increased to 15.43% which is 11.17% higher than
the previous year. As per CDOMD guideline, linancial institutions should maintain a capital adequacy
ratio (CAR) of minimum 10%. So IDLC’s capital adequacy ratio is very favorable in both years
because their capital adequacy ratio is more than 10% in both the years. It indicates capital of IDLC

Finance is enough to support their business.

" Basel Accord for Financial Institutions (BAFI) has started and the gusdelnes namely *Prudental Guidelmes on Capnal Adequacy and Market
Discipiine for Financia! [nstitutions (CAMD)" have come fully into force from January 01, 2012 with its subsequent supplements/revisions.

67



Performance Evaluation of IDLC Finance Limited 20 15

5.3 MANAGEMENT COSTS RATIOS

5.3.1 Cost of Funds

The cost of funds of IDLC Finance Limited during the period 2009 to 2013 was as follow:

Table 5.10: Cost of Funds and Growth Rate

L Year |  Costof Funds (%) | Growth Rate
| 2009 _ 10.44% -
| 2010 10.07% -3.54%
I 12.33% 22.44%
- 2012 13.41% 8.76%
2013 12.37% -7.76% ]
Source: Annual Report 2013 of IDLC Finance Lid
Graph 5.10 (a): Cost of Funds Graph 5.10 (b): Growth Rate (%)
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From the Table 5.10 and Graphs 5.10(a) and 5.10(b). it is found that the cost of funds of IDLC
Finance Ltd. was 10.44% in the year 2009. In the vear 2010 it decreased to 10.07% that was 3.54%
less than that of 2009. In the vear 2011, the cost of funds of IDLC increased to 12.33% and the
growth rate was 22.44%. In the year 2012, it increased to 13.41% with having a growth rate of
8.76%. In the year 2013, their cost of funds decreased to 12.37% which was 7.76% less than the
previous year. The tend of cost of funds of IDLC Finance Limited is all most consistent; it is
tluctuating within in 10% to 13%. The lower value of the ratio is favorable for the business. The
lower value indicates the management’s efficiency to collect funds at lower costs that they deploy in

their business. The higher value indicates management’s inefficiency. which is unfavorable for
business.
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5.4 MARKET RATIOS

5.4.1 Price/Earnings (P/E) Ratio

The Price/Earnings Ratio tells us the amounts that investors are willing to pay per Taka of earnings.
The Price/Earnings Ratio of IDLC Finance Limited during the period 2009 to 2013 was as follow:

Table 5.11: Price/Earnings Ratio and Growth Rate

. Year | P/E Ratio (Times) Growth Rate
[ 2009 | 13.52 5
00 [ 467 156.43%
2011 | 27.4] ] -20.94%
2012 | 15.95 | a181%
2013 5.12 | -5.20%
Source: Annual Report 2613 of IDLC Finance Litd
Graph 5.11 (a): P/E Ratio (Times) Graph 5.11 (b): Growth Rate (%)
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From the Table 5.11 and Graphs 5.11(a) and 5.11(b). it is found that the P/E Ratio of IDLC Finance
Ltd. was 13.52 times in the year 2009 which means that investors were willing to pay Tk.13.52 for
every Tk. | of earnings. In the year 2010 it increased to 34.67 times that was 156.43% higher than
that of 2009. In the year 2011, the P/E Ratio of IDLC increased to 27.41 times and the growth rate
became negative that was 20.94%. In the vear 2012, it decreased to 15.95 times with having a
negative growth rate of -41.81%. In the vear 2013, their P/E Ratio again decreased to 15.12 times
which was 5.20% lcss than the peevious year. The wend of P/E Ratio of IDLC Finance Limited is
decreasing yecar by year. 'T'he higher P/E Ratio is better. But the lower trend of P/E Ratio of IDLC
indicates that investors are expecting lower earnings growth in the future and they are willing to pay
icss for this company's shares.
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5.5.1 Loan to Deposit Ratio

Loans to deposits ratio is used to determine the amount of loan that a bank has out versus the amount
of deposit on hand at the same time. The Loans to deposits ratio of IDLC Finance Limited during the
period 2009 to 2013 was as [ollow

Table 5.12: Loans to Deposits Ratio and Growth Rate

Year ‘ Loans to Deposits Ratio ‘ Growth Rate
b (Times) §
2009 1.88 - |
2010 1.63 -13.30%
| 50 T 1.49 -8.59%
2012 [.42 -4.70%
2013 1.36 -4.23%

Source: Annuai Report 2013 of IDLC Finance Ltd

Graph 5.12 (a): Loans to Deposits Ratio (Times) Graph 5.12 (b): Growth Rate (%)
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From the Table 5.12 and Graphs 5.12(a) and 5.12(b), it is found that loans to deposits ratio of IDLC
Finance Lid. was 1.88 times in the year 2009 which means total loan was 1.88 limies of total deposit.
In the year 2010 it decreased to 1.63 times that was 13.30% lower than that of 2009. In the year 2011,
the loans to deposits ratio of IDLC decreased to 1.49 times having a negative growth rate of -8.59%.
In the year 2012, it decreased to 1.42 times with having a negative growth rate of -4.70%. In the year
2013, their loans to deposits ratio again decrcased to |.36 times which was 4.23% less than the
previous year. The loan to deposit ratio of [DLC is decreasing vear by year. [f the ratio is too high, it
means that company might not have enough funds to cover any unforescen fund requircments; if the
ratio is too low, company may not be carning as much as they could be. Here IDLC’s loans to
deposits ratio is favorable and level of risk is also satisfactory.
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5.5.2 Non-Performing Loan Ratios
Non performing loan is a loan on which the borrower is not making any interest payments neither
repaying the principal amount. The non performing loan ratio means the percentage of non-
performing loans against total loan. The non performing loan ratio of IDLC Finance Limited during
the period 2009 to 2013 was as follow:

Table 5.13; Noa Performing Loan Ratio and Growth Raie

Yea y . Growth Rat
¢ Non Performing Loan Ratio (%) Rate
. 2009 L 343% -
2010 2.84% -17.20%
2011 2.32% | -1831%
2012 2.09% -9.91%
L 2013 1.63% -22.01%
Source: Annual Report 2013 of IDLC Finance Ltd
Graph 5.13 (a): Non Performing Loan Rate Graph 5.13 (b): Growth Rate (%)
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from the Table 5.13 and Graphs 5.13(a) and 5.13(b), il is found thal non performing loan ratio of
IDLC Finance Ltd. was 3.43% in the year 2009 which means total non performing loan was 3.43% of
total loans. In the year 2010 it decreased to 2 .84% that was 17.20% lower than that of 2009. [n the
year 2011, the non performing loan ratio of IDLC decreased to 2.32% having a negative growth rate
of -18.31%. In the year 2012, it decreased to 2.09% with having a negative growth rate 0f-9.91%. In
the year 2013, their non performing loan ratio again decreased o 1.63% which was 22.01% less than
the previous year. The non performing loan of IDLC is decreasing year by year. The lower value of
non-performing loan ratio of IDLC Finance Ltd. indicates the lower credit risk of the company.
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5.6 LIQUIDITY RATIO

5.6.1 Current Ratio (Times) :

The current ratio helps investors and creditors understand the liquidity of a company and how easily
the company will be able to pay off its current liabilities. The current ratio of IDLC Finance Limited

during the period 2009 0 2013 was as loflow:
Table 5.14: Current Ratio and Growth Rate

Year ~ CurrentRatio (Times) | Growth Rate |
2009 .04 - \
2010 1.39 3365% |
2011 131 | -5.76%
2012 1.21 _. -7.63%
[ 2013 114 | 579%
Source: Annual Report 2013 of IDLC Finance Ltd
Graph 5.14 (a): Current Ratio (Times) Graph 5.14 (b): Growth Rate (%)
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From the Table 5.14 and Graphs 5.14(a) and 5.14(b). it is found that current ratio of IDLC Finance
I.td. was 1.04 times in the year 2009 which means for every Tk. | 00 of current liability ID1.C has
current assets of Tk. 1.04. In the year 2010 it increased to 1.39 umes that was 33.65% higher than
that of 2009. In the year 2011, the current ratio of IDL.C decreased to 1.31 times having a negative
growth rate of -5.76%. In the year 2012, it decreased to 1.21 times with having a negative growth
rate of -7.63%. In the year 2013, their current ratio again decreased to 1.14 times which was -5.79%
less than the previous year. Current Ratio of IDLC Finance Ltd. is decreasing year by vear. Il current
liabilities exceed current assets (the current ratio is below 1). then the company may have problems in
meeting its short-term obligations. If the current ratio is too high, then the company may not be
cfficiently using its current assets. lere decreasing trend of current ratio of IDLC Finance Ltd.
indicates that liquidity condition of IDLC is becoming poor.
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6.1 Problems

After analysis and evaluation of financial and operational data of IDLC Finance Limited some
problems have been identified. Those are given below:

Y

\ %

IDLC Finance Lid. has Total 19 branches all over the Bangladesh. IDLC Finance Lid.'s all
branches are established in Dhaka., Chittagong. Sylhet, Gazipur, Comilla, Khulna, Jessor,
Sylhet, Naravanganj and Bogra. So many parts of the countrv cspecially Barishal and
Rajshahi remain out of coverage. As a result, IDLC Finance Lid. loses the opportunity to
capture huge number of customer each vear.

in case of HRM, employees’ compensation plans are nol salisiactory especiaily lor entry level
and mid-level employees. So, employees’ turmover is very high in IDLC Finance Ltd. As a
result, they lose talented and experienced emplovees.

In the year 2013 IDLC’s corporate clients has reduced to 27.24% from 38.95% in 2012 in
their total customer portfolio.

Operating expenses and Financing expenses of IDLC Finance Lid. are increasing vear by
year. Especially, every year financing expenses are increasing on an average 30%, which
hamper profitability.

Trend of net profit is very voiatile. it is fluctuating every year. Moteover in 2013 net profit
decreased to 669 million from 713 miltion in 2012, which provide a bad signal about IDLC
Finance Limited.

IDLC Finance Ltd. is having volatilc situation in short term financing portfoho. The trend
indicates that their short term financing has increased 3.96% in 2013 but in 2012 growth rate
was -29.23%. Short term financing may have less proft hut it strengthen the liquidity base of
the firm.

Trend of Market Capitalization s downward. From 2011 o 2013, markei capitalization is
continuously decreasing and have negative growth rate. It indicates that total market value of
company’s outstanding shares is decreasing.

Market value addition of IDL.C is decreasing year by year and has negative growth over last
three years, because of decrease in the markel value of shares oulstanding.

The growth rate of ROA also shows a fluctuating situation during the financial period 2009 to

2013. Because of the decrease in net income in 201 | and 2013, growth rate of ROA became
negative in those ycars.
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The ROL of IDLC finance 1s in fluctuating trend during the period of 2009 to 2013, In 2012
ROI[ was 1.79% which was 24.79% lower than previous year.

The growth rate ROE of IDLC Finance Lid. shows a fluctuating trend during the financial
periad of 2009 to 2013, Because of the decrease in net income in 2011 and 2013, the ROI
shows the minimum 13.04% in 2011 having a negative growth rate of -70.12%. But in 2012
growth raic increased but in 2013 growih rate again became negative that was -19.04%.

‘The growth rate of EPS of IDLC Finance is fluctuating during the period of 2009 to 2013. In

N1 s 270173

2011 and 2013 EPS has negative growths that were consecutively -62.30% and -6.09%.

Debt to Total Assets and Debt to Equity ratios are in increasing trend. Higher value of these
two ratios indicates high solvency risks.

Price/Eamings Ratio of IDLC Finance Ltd. is decreasing year by year during the financial
period 2009 to 2013. 1t indicaics invesiors are less confident about the future earnings growth
of IDLC Finance Limited.

Current ratio of IDLF Finance Lid. is in decreasing trend. 1n 2013 current ratio reached to
.14 times. It is very alarming. It indicates poor liquidity conditions.

BASEL implementation information is not sufficient to clarity their implementation status.
After 2011 IDLC has closced few of their products and services. Yet they cannot re-start those
products and services.

[nformation entry and filing process is very lengthy. Service requisition process is difficult
and lengthy. Fiies need to send table to table for many reasons
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6.2 Suggestions

Some probable solutions to overcome the problems are discussed below:

>

\ 14

%

Y

IDLC Finance Limited should establish more branches in differcint locations of the country
especially in Barishal and Rajshahi to grab the potential customers whereby they can eamn
more profits.

IDLC Finance Limited should offer an attractive compensation plans and motivational
packages to their employees so thai they can reduce employee urmover.

IDLC should concentrate on increasing their corporate clients and offer them more attractive
and customize packages. Because corporate clients are the main sources of earning higher
profit.

IDLC should control their growing operating and financing expenses and concentrate on
maximizing profitability of the company.
The management should try to increase their short term financing portfolio in such a way so

that it shows an increasing growth rate over ihe period. They should offer new packages and
morc bencfits to the borrower to encourage them.

Market Capitalization and Market Value Addition these two items basically based on the
current market value of outstanding shares. To improve these two indicators IDLC should
improve their overall performances and also concentrate on their sharcholders and provide
proper information to the market. The management should also try to increase the earnings
available to common stockholders to regain the contidence ot investors and increase the
market pricc of the stocks.

To increase ROA the management should ensure more cefficient use of thelr asseis o increase
net income.

To increase ROl the management should try to make morc cfticient investment decision
whereby thcy can earn higher retutn.

I'he management should be careful about the ROE as it is a major indicator of the company’s
performance. The management sheuld iry to increase the net income so that ROE will
increase.

The bank management should be careful about EPS as it is a major indicator of the company's
performance. 1o merease EPS management must concenirale on mcreasing profitability of the
company.

IDLC Finance Lid. should create an optimal capital structure where debt and equity will be
used in a balance between risk and return whereby they can ensure optimum return and
minimum risks.

The management should concentrate on increasing their price eamings ratio as it 1s a major
indicator of financial institution's performance. The management should try to increase their
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net income cvery year and afso try to increase the carnings available to common stockholders.
Then it will lead to greater confidence level of investors and P/E ratio will increase.

IDLC should maintain adequate liquidity for unforeseen requirement of funds.
Company should disclose more details information about BASEL implementation.
IDLC should offer more diversified products and services to attract more customers.

Filing process and Information entry process should be faster and service requisition process
should be more flexible so that they can serve more customers.
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Conclusion

In conclusion, it can be said that the IDLC Finance Ltd. is one of the most promising
financial institution in Bangladesh. In this report overall performance of IDLC Finance Ltd.
during the period 2009 to 2013 has been analyzed and evaluated. By analvzing its overall
performance, various positive and negative sides of the firm have come into light. The
analysis shows that IDLC Finance Ltd. performed poorly in the year 2013 compared to other
years. Some problems have been identified and suggestions have been given o the
management of the bank to improve their performance in the future. If the management of
IDLC Finance Ltd. can take elfective measures (o solve these problems, then IDLC Finance
Ltd. can become most preferable and lcading financial nstitution in Bangladesh and can
achieve their vision that is to be the best financial brand in Bangladesh. Besides, their core
business they should perform more corporate social responsibilities that will provide them

long-term sustainability.
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Key Operating and
Financial Highlights — IDLC Group

iFaka in mittin:

Fianclal Perfoituance

Total assats 2263 26,930 31163 37784 30,429 3[3AT%

Laong term Habilities 18.792 21.745 25,29 3249z 43931 3H3.21T%

Term depisit bakuoe 9.780 12,373 16,228 22,008 29,064
Operational Performance

Operational incoms 1.913 3.047

Operational sepersas = (3] o655

Financial sxponsas 1.897 1822 |

Prafit before tax 1.273 1.956

Mt prifit after tax ) 1997

Avariges effecthe lax rate 32,46 32.16

Financlal Ratios

Dbt 2nuity mtia Times) 543 6.30 6.83 705 2.490

Financial sxpensas sossmge ratio Times 1.73 207 1.31 1.40 1.52 -5.93%

Faium on tatal a8l (ol in 5.35

Nin pettorming Woan ratio (5 343 284 z.32 209 1.63 i 4G

Faturn on shareholdsrs’ sauity (% 41.05 43 54 150 16.44 133 iy o

Earnings pet shara’ 311 225 R 443 415 -B0B%

Cavicarsd peer sham 11.00 1000 2 a0 300 200

Disidend yleld (% 257 215 1.31 396 4.77 1.51

Cividend payout ralia (% 40.14 4521 49.47 5208 7209 20.0
Equity Statistics

Mumbsr of sharas (Mo 3000000 | 8000,000 | 99,000,000 123,750,000 160,875,000

Yoar end markst prics per shars Taka 4548 .00 138.50 5190 5290

Net assal value par shaga (Takak 1488 2294 24 74 2517 23

Marke! capitalization 11,105 27 S5 13.712 11373 10,119

Markal valus sddition 34513 42753 Or.29 44.49 7557

Shanshokders’ squity 2.393 3,690 3,080 4,693 D353
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Highlights as Required by the
Bangladesh Bank

Taka in million
Sino. | Particulars 2013 | 2012
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Terms:

Authorized Capital: The authorized capital of a company is the maximum amount of share capital

that the company is authorized by its constitutional documents to issue (allocate) to sharcholders.

Consolidated Financial Statements: Financial Statements of a Group presented as those of a single
Company.

Finance Lease: A lease that transfers substantially all the risk and rewards incident to ownership of
the asset to the lessee. Title may or may not eventually be transferred.

Interest Cost: The sum of monies accrued and payable to the sources of borrowed working capital.

Non-Performing Portfolio: Facilities granted to clients which are in default for more than the period
recommended by Rangladesh Bank

Paid up Capital: All amounts received by the Company or due and payable to the Company in
respect of the issue of shares in respect of calls on shares.

Shareholders’ Equity: Total of issucd and tully paid ordinary share capital and reserves.
Subsidiary Company: Subsidiary is a company that 1s controlled (power to govern the financial and

operating policics of an enterprise so as to obtain benefits from its activitics) by another Company
known as the parent.

Ratios:

1. Return on Assets (ROA): An indicator of how profitable a company is relative to its total
asscts. ROA gives an dea as to how efficient management is at using its assets to generate
earnings. ROA is displayed as a percentage.

Return on assets is expressed as a percentage and calculated as:
Net Income

Return on Assets =
Total Assets
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Return on Equity (ROE): The amount of net income returncd as a percentage of
shareholders equity. Return on equity measures a corporation's profitability by revealing how
much profit a company generates with the money shareholders have invested.

ROE is expressed as a percentage and calculated as:

ROE = Net Income/Shareholder's Equity

Return on Investment (ROI): A performance measure used to evaluate the cfficiency of an
investment or to compare the efficiency of a number of different investments. To calculate
ROI, the benefit (return) of an investment is divided by the cost of the investment; the result is
cxpresscd as a percentage or a ratio.

ROV is expressed as a percentage and calculated as:

Return or Investment = Nel profit / Investment

Earnings per Share (EPS): The portion of a company's profit allocated to each
outstanding chare of common stock. Eamnings per share serve as an indicator of a company's
profitability.

Calculated as:

Net Income - Dividends on Preferred Stock
Average Outstanding Shares

Dividend Payout Ratio: The percentage of earnings paid to shareholders in dividends.

Ratio is expressed as a percentage and calculated as:

Yearly Dividend per Share

Earnings per Share
or equivalentiy:

Dividends
MNet Income
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6. Debt to Total Assets Ratio: Debt-to-assets ratio or simply debt ratio is the ratio of total
liabilities of a business to its total assets. It is a solvency ratio and it measures the portion of
the assets of a business which are financed through debt.

Debt-to-assets Ratio is expressed as a percentage and calculated as:

Total Liabilities
Debt-to-assets Ratio=
Total Assets

7. Debt/Equity Ratio: A measure of a company's solvency calculated by dividing its total
liabilities by stockholders' equity. It indicates what proportion of equity and debt the company
is using to finance its assets.

Debt-to-equity Ratio is expressed as times and calculated as

Total Liabilities
Debt-to-Equity Ratio= S

Shareholders’ Equity

8. Financial Expenses Coverage Ratio (Times): Financial Expenses Coverage Ratio indicates
the firm’s ability to meet is interest expenses by its EBIT (Earnings before Tax and Interest).

Calculated as :
EBIT

Financial Expenses Coverage Ratio =
Interest Expenses

9. Price/Earnings Ratio: The Price/Earnings Ratio tells us the amounts that investors are
willing to pay per Taka of earnings.

Calculated as:

P/E Ratio (Times) = Market Value per Share / Earnings per Share (EPS)

10. Loan to Deposit Ratio: Loans to deposits ratio is used to determine the amount of loan that a
bank has out versus the amount of deposit on hand at the same time.
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Calculated as:
Total Loans
Loan to Deposit Ratio (Times)=
Total Deposits
11. Market Valae Added: This shows the difference between the market value of a company

12.

13.

14.

and the capital contributed by investors. This reflects the Company's performance evaluated
by the market through the share price of the company.

Calculated as:

Market Value Added = Market value of shares outstanding = Book value of shares outstanding
Current Ratio: A liquidity ratio that measures a company's ability to pay short-term
obligations with its current assets.

The Current Ratio formula is:

Current As sets
Current Liabilities

Cunrent Ratio =

Net Assets Value per Share: An expression for net asset value that represents a company's

value per share. 1t is calculated by dividing the total net asset value of the fund or company by
the number of shares outstanding. It referred to as "book value per share."

Calculated as:

Net Assets
Net Assets Value per Share('/x})-
Number of Shares Outstanding

Market Capitalization: The total market value of all of a company's outstanding shares.
Market capitalization is calculated by multiplying a company's shares outstanding by the
current market price of one share. The investment community uses this figure to determine a
company's size, as opposed to sales or total asset figures.

Calculated as:

Market Capitalization = Number of Shares Outstanding X Market Value Per share
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15. Non-performing loan Ratio: Non performing loan s a loan on which the borrower is not
making any interest payments neither repaying the principal amount. The non performing loan
ratio means the percentage of non-performing loans against total loan.

Calculated as:

Total Non-performing Loan
Non-performing loan Ratio (%) = )
Total Loan

~eThe End--—----
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