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Date

Sep 28,1999
Oct 6, 1999
Nov 27,1999
Feb 16,2001
n1,2002

2

- :
- ? - ;‘A’p@hﬁn
- May 16,2011
Jan 12,2012

-

Oct 7,2013

Dec 4, 2013
Feb 2,2014
Jun 11,2014

Feb 19,2015
Jun 27,2015
Aug 5, 2016

Rating 2016 2015
ShortTerm IEPH 5740

Credit
Rating

Rated by Credit Rating Agency of

Bangladesh Ltd. (CRAB) on May 5,
2016 and will remain valid t
June 30,2017

Obtained Certificate of Incorporation and Certificate of Commencement of business
Obtained Banking License

Inauguration of Bank

Acquisition of Bangladesh operation of Nova Scotia of Canada

Acquisition of Bangladesh operation of Muslim Commercial Bank (MCB) of Pakistan
Started Online Banking Operations

Listed with Dhaka Stock Exchange (DSE) and Chittagong Stock Exchange (CSE)
Started Islamic Banking Operations

_F

Started CTSU to facilitate Non-AD branches foreign trade operations

Bank Asia Securities Ltd. (BASL) started capital market operation as a subsidiary
Started operation of BA Exchange Company (UK) Ltd. in London

Ektee Bari Ektee Khamar (EBEK) initiated to serve the unbanked population

Awarded as the first Bangladeshi Bank with GRI certification for its
Sustainability Reporting

Agent banking started its operation for strengthening the ongoing
financial inclusion program

Obtained registration of Bank Asia Foundation

Started operation of the 2nd overseas company in USA, BA Express USA Inc.
at NY, USA

Successfully issued of Tk. 3000 million 7 year Non-convertible Subordinated Bond
Country’s first School Banking service started through Agent Banking outlet
Unveiled the plaque of construction of Bank Asia’s own building

Inaugurates Bank Asia’s own 6 storied Training Institute
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{ Bank Asia embraced the concept of dark
energy to instigate new avenues under the
changing business scenario. Gradual shifting
of focus from Corporate to MSME and Retail
business yielded efficient frontier

+29% growth in core business income

Shifting focus from Corporate to MSME and Retail business

+12.63% Deposit | +19.95% Advance | + 13.50% Import | + 13.30% Export
Curbing non-performing loans to 5.41% through cash recovery of Tk. 6,641
million from NPL accounts

To maintain
consistency and focus
on asset quality

Implementing Basel Il capital accord as per Bangladesh Bank road map
Total Capital Tk. 24,775 million | CRAR 12.42%

Implemented liquidity tools

o LCR (Liquidity Coverage Ratio) 142.19%

o NSFR (Net Stable Funding Ratio) 111.94%

To ensure adequacy
of capital as per Basel
Il capital accord

~!(;§\:I/?hp g?bﬁi?rtt:sﬁ o Leverage ratio 5.42%
All formalities completed for issuing Tk. 5,000 million 7 Year Floating Rate Non-
Convertible Subordinated Bond to raise Tier 2 capital
Expanding Agent Banking in 49 districts through 1,150 agent outlets in 2016
1,266,930 beneficiaries of 21,816 villages under 35 districts came under EBEK
To reduce poverty by program
promoting financial Introduced Agricultural Card in August, 2016 to facilitate marginal farmers

inclusion for getting agri loan where Tk. 15.64 million disbursed to 451 beneficiaries
Providing allowances for autism, widow or divorced women, freedom fighters

etc. under social safety net programs of Government project

%

ovingrepeated

ks and bringing
more accountability
through technological
advancem 1

OCAS (Online Credit Approval System) has been initiated to all branches
including Tab version under Diganta project

Developed various dashboards for dynamic reporting under different business
perspective

S W
Expanding the horizon
of community services

‘ +65.44% growth in CSR expenditure of Tk. 109.06 million under CSR activities

Establishment of Bank Asia Foundation for giving vibration in rendering
community services (CSR)

46,218 man hours of training to 2,577 employees

LFA availed by 945 employees of 14,175 days

Established 6 storied fully equipped own training institute
Initiated Future Leadership Development Program (FLDP) for career progression
and building leadership quality amongst the employees

Maintained AD Ratio 85.54%

- 1.21% reduction in cost of deposit by improving deposit mix;

- 4.73% high cost | +4.10% low cost | + 0.63% no cost deposit
w
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Achievement for Sustainability Report
Sustainable Banking Operations Key Highlights-2016
Message from the President and Managing Director
Report Parameter
Strategic Focus for Sustainability

1 44_ 1 90 Corporate Profile
Primary Brands, School Banking, Products and Services

SUMMARY Stakeholders’ Engagement
SUSTAINABILITY Environmental Performance
REPORT Econ9m|c Performance

Sustainable HR Development
Corporate Social Responsibility (CSR)
Customer satisfaction survey
Market Performance
Stakeholders Relationship/Grievance Redressal

Corporate Governance

1 9 2 L 2 5 O Report on the Activities of the Audit Committee

Bank Asia Shariah Supervisory Committee
CORPORATE Report of Bank Asia Shariah Supervisory Committee

Chief Financial Officer’s Report
GOVERNANCE P

Balance Sheet including Human Capital

Auditor’s Report

Consolidated Balance Sheet
Consolidated Profit and Loss Statement
Consolidated Cash Flow Statement

Consolidated Statement of Changes in Equity

254—397 Islamic Banking Unit
Off-shore Banking Unit

FINANCIALS Subsidiary 1: Bank Asia Securities Limited

Subsidiary 2: BA Exchange Company(UK) Limited
Subsidiary 3: BA Express USA Inc.
Managements and Executives
Branches at a Glance

SAFA Corporate Governance Disclosure Checklist

’I 94 4 ’I ’I Corporate Governance Compliance Certificate
= Corporate Governance Compliance Checklist in line with BSEC
Compliance Checklist in line with the Companies Act, 1994
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DISCLOSURES Integrated Reporting Checklist
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Proxy Form & Attendance Slip
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Notice of the
Eighteenth Annual
General Meeting

Notice is hereby given to all members of Bank Asia Limited (“the
Company”) that the Eighteenth Annual General Meeting of the members of
the Company will be held at 11.00 AM on Monday the 3 July, 2017 at the
Dhaka Ladies Club, 36 Eskaton Garden Road, Dhaka-1000, to transact the
following business and to adopt necessary resolutions:

Agenda

1

To receive, consider and adopt the Profit and Loss Account of the Company for the year ended
December 31,2016 and the Balance Sheet as at that date together with the Reports of the
Directors and the Auditors thereon.

. To declare dividend out of the profits for the year ended December 31, 2016.
. To elect Directors in accordance with the provisions of law and the Articles of Association of the

Company.

. To appoint Auditors of the Company for the term until the conclusion of the next Annual General

Meeting and to fix their remuneration.

. To transact any other business with the permission of the Chair.

By order of the Board

(Md. Ramrul Hasan)

Company Secretary

Dated: Dhaka
May 15,2017

Notes

a)

The Record Date of the Company is May 18, 2017. Trading of the Company’s shares in the Stock Exchanges
will remain suspended on the Record Date.

The shareholders whose names will appear in the Register of Members of the Company as at the close of
business on the Record Date will be entitled to attend and vote at the Annual General Meeting and to the
dividend declared in the AGM, if any.

Any member of the Company entitled to attend and vote at the Annual General Meeting may appoint a proxy
to attend and vote on his/her behalf. The proxy must be a member of the Company.

The instrument appointing a proxy duly stamped and signed by the Member must be submitted at the
Registered Office of the Company at least 48 (forty eight) hours before the meeting. Proxy form is enclosed.

Election of Directors will be held in the vacant offices of Directors. Election schedule will be displayed in the
notice board at the Registered Office in due course. Election rules will be available at the Registered Office of
the Company.

Annual Integrated Report 2016 along with Directors Report and Audited Financial Statements of the Bank for
the year ended December 31, 2016 will be available at the Bank’s website www.bankasia-bd.com

04
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Bank Asia has been playing the pioneering role for producing Annual Integrated Report
in Bangladesh since 2013 and | am pleased to inform that last year we won second
prize under Integrated Reporting category from the Institute of Chartered Accountants
of Bangladesh (ICAB) for Best Presented Annual Reports in Bangladesh. This award will
obviously act as catalyst for further inclusion of necessary information and analysis

on financial and non-financial data in this Report. Every year we select a theme that
symbolizes our philosophy in business strategy. This year’s theme of the Report is dark
matter and dark energy. We resemblance this concept to our Bank as we are working hard
to unearth new opportunities that will bring a radical change in the business through
dynamism in business models like agent banking, micro banking, virtual banking and
other alternative channels. Our ICT will be of prime driver for imparting this technology
driven business models.

Bank Asia always gives more emphasis in information dissemination to the stakeholders.
Our persistent endeavor is to present accurate, true and fair description of the activities
of the Bank in all operational areas including futuristic approach. Disclosure on related
party transactions, financial statements along with major policies and explanatory

notes were elaborated to cater the information needs of stakeholders, researchers,
regulatory bodies and international financiers etc. As part of integrated report a summary
sustainability report has been included that exhibited Bank’s impacts on economic,
environmental, governance and social aspects.

The Report aims to give you the proper tool for doing necessary research and analysis for
your investment and other needs.

d. Arfan Ali
President and Managing Director

www.bankasia-bd.com
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Awards and
Recognition

Mr. Md. Arfan Ali, President and
Managing Director of Bank Asia
Limited received the trophy for Best
Presented Annual Reports (BPAR) 2015
from Hon’ble Commerce Minister Mr.
Tofail Ahmed, MP for winning Second
prize under Integrated Reporting
category




Bank Asia was awarded second prize under Integrated
Reporting category from the Institute of Chartered

Accountants of Bangladesh (ICAB) for Best
Presented Annual Reports (BPAR) in Bangladesh.

Certificate of Merit from ICAB for Best Presented
Annual Reports 2015 in the Private Sector Banks
including cooperative banks.

Bank Asia has garnered Bronze Award under
Banking Companies category in 3rd ICSB
National Award for Corporate Governance for
its Annual Integrated Report 2015 by Institute
of Chartered Secretaries of Bangladesh
(ICSB).

Bank Asia achieved Best Sustainability
Report in Bangladesh in the 12th
Sustainability Reporting Awards (SRA)
2016 by NCSR, Jakarta, Indonesia for
Sustainability Report 2015 of Bank
Asia.

Bank Asia secured 1st
Runner up position in the
Private Sector Banks (including
co-operative Bank) from SAFA
(South Asian Federation of
Accountants) for Best Presented
Annual Report Awards and SAARC
Anniversary Award for Corporate
Governance Disclosures 2014.

Bank Asia was awarded second prize
from the Institute of Chartered Accountants
of Bangladesh (ICAB) for Best Presented
Annual Reports (BPAR) 2014 among all the
private sector banks in Bangladesh.

Bank Asia achieved Best Sustainability
Reporting Award 2015, Runner Up 1in
Overseas Category for Sustainability Report
2014 by NCSR (National Centre for Sustainability
Reporting) Jakarta, Indonesia.

Bank Asia has achieved Award of Excellence on
Banking Fair Bangladesh 2015 as a top performer
bank for Customer service, Discipline & Branding
organized by Bangladesh Bank.

Bank Asia, the only Bank in Bangladesh was awarded
as ‘Best Trade Partner in South Asia’ by IFC
(International Finance Corporation)
for2015

BANK ASIA LY,
Pe—re
TUR PWIETITE be (RaBIRIRS

AT R










ANNUAL INTEGRATED REPORT 2016

A Dream

Comes True

Bank Asia started its journey on November
27,1999 with a view to providing the

best quality technology driven services

in banking sector. Since inception banks’
business horizon covers major parts of
the country by extending and expanding
its network through opening of branches,
agent banking outlets etc. The Bank
started its Islamic banking operation in
2008. It established the 1st subsidiary
company ‘Bank Asia Securities Limited’
on March 16,2011, then ‘BA Exchange
Company (UK) Limited’ in London, United
Kingdom on May, 2011 and ‘BA Express
USA Inc. in Jamaica, New York, USA on
June 01, 2014. At present Bank Asia has
105 Branches, 5 Islamic Windows, 6 SME
Service Centers, 1 Off-shore Banking Unit
and 3 Subsidiaries. With an aim to serve
the unbanked people, Bank Asia is now
operating EBEK (Ektee Bari Ektee Khamar)
banking services to 35 districts having
252 upazillas and 1,266,930 beneficiaries.
The Bank has implemented 1,150 agent
banking outlets in 49 districts to provide
banking services to geographically
dispersed rural poor segment of the
society.

Faithful and

Efficient Workforce

Bank Asia has the right blending of
talented youth and experienced senior
workforce which is truly efficient and
dynamic. Mr. Md. Arfan Ali who has more
than 25 (twenty five) years’ of multifarious
experience in banking profession leads
the team from the forefront as President
and Managing Director. At the end of 2016,

the bank has 1,970 employees including
366 executives and 1,589 officers to

serve its clients across the country. Bank
Asia provides a work friendly elegant
environment to its employees. Its unique
reward and performance appraisal system
encourage employees to give their best to
serve the Bank and its stakeholders.

Giving Back to the under
Privileged & Concern

to Ecology

Bank Asia always tries to make a better
society by working and donating in
different sectors such as education, health,
disaster management, sports and some
other sectors including the free eye camp
and ophthalmological operation facility.
The Bank also providing services to senior
citizen, widow, and disable beneficiaries
through the government’s project of
Social Safety net Program. Bank Asia has
been recognized as one of the top 10
commercial banks for its contribution to
green banking by Bangladesh Bank. In
addition, it streamlines green banking
initiatives in its in-house management
and investing in environment friendly
projects and participating in environment
protecting activities. As a Bank, we play
an intermediary role between economic
development and conservation of the
environment.

Eagerness for
High-Tech Solution

Bank Asia always welcomes innovation
for the operation of banking activities as
well as reporting systems. Bank Asia has
associated Islamic banking, Off-shore
banking, SME financing, Agent Banking,
EBEK, Remittance channeling & many

more specialized services with its core
banking activities. To excel in this new era
of technological triumph, Bank Asia has
successfully introduced Utility bill payment
and Fees collection through Online,
cutting edge ICT, state of the art network
solution, 24/7 ATM service & many other
e-products.

Credit

Rating

Credit Rating Agency of Bangladesh
Limited (CRAB) awarded Bank Asia Limited
“AA2” in the Long Term and ‘ST-2’ rating in
the Short Term based on the financials of
2015.

Accolades &

Recognition

Bank Asia was awarded several times by
the reputed organizations. The Bank was
awarded second prize under the category
of Integrated Reporting from the Institute
of Chartered Accountants of Bangladesh
(ICAB) among all the private sector banks
in Bangladesh. The Bank also achieved
‘Certificate of Merit’ in the Private Sector
Banks (including co-operative Bank) for
Best Presented Annual Report (BPAR) from
ICAB . For Annual Integrated Report 2015
(AIR15) the Bank has garnered Bronze
award under Banking companies category
in 3rd ICSB National Award for Corporate
Governance by ICSB. Moreover, the Bank
achieved Best Sustainability Report in
Bangladesh in the 12th Sustainability
Reporting Awards (SRA) for Sustainability
Report 2015 by NCSR (National Centre

for Sustainability Reporting) Jakarta,
Indonesia. Besides this Bank Asia have
been awarded the prestigious ‘Bangladesh
Bank Remittance Award’ for highest
volume foreign currency drawing through
this Bank in 2015.

www.bankasia-bd.com



Business Principle

Bank Asia goes beyond minimum legal
requirements and reflects the Bank’s long
term commitment to building a business
that is successful, honest and responsible.

Human

Worth

Bank Asia supports the international
human rights as outlined by the UN
declaration and convention. No one in the
Bank shall in any way cause or contribute
to the violation or circumvention of
human rights.

Human Capital

Bank Asia is devoted to human capital
initiative connecting with milestone
training, performance coaching &
development, key talent management,
balancing of work/ life choice and human
capital reviews.

Health, Safety and

Working Environment

Bank Asia is committed to establish
effective arrangement to identify and
eliminate or control all work related
hazards and risks and promote health
atwork and continuous improvement of
health, safety and working environment.

Confidentiality

Clear, honest and open communication
is maintained in Bank Asia to ensure full
accountability but subject to business
confidentiality. The use of company
confidential information before it is
made public for personal gain is strictly
prohibited and may constitute a criminal
offense.

Protection of

Personal Data

Bank Asia’s processing of personal data
shall be subject to care and awareness,
which is required according to laws and
regulation and relevant for information
that might be sensitive, regardless of the
data refer to customers, employees or
others.

Intellectual

Property

Intellectual property such as know-how,
methodology, concepts and ideas are
important to Bank Asia’s successes in the
market. Unless otherwise specified by law
or orders from other public authorities,
no employee shall make corporate

secret or other information available to
unauthorized persons.

Nature and the

Environment

Bank Asia is very much aware regarding
environmental protection, by minimizing
environmental damages and by
developing, promoting and utilizing
environment friendly technology.

Information that

may Affect the Share Price

As a publicly listed company, Bank Asia

is subject to strict rules concerning the
handling the non-public information that
may affect the market price of Bank Asia’s
shares or other financial instruments
issued by the Bank.

Accounting

Bank Asia has the highest regard for
truth, completeness and accuracy in the
recording of business transactions in full
compliance with applicable Bangladesh
laws & regulation, financial reporting
standards, good accounting practices as
well as maintaining valid authorization
and ensuring complete documentation.
The annual accounts and interim accounts
shall be in accordance with the law, BFRS
and good accounting practices.

Competition

Bank Asia is committed to staying

over and above the prevailing market
competition through constant innovation
of technology based products and
efficiency enhancement; being responsive
to the requirements of our customers and
partners.

Corruption

and Bribery

Bank Asia is firmly opposed to all forms
of corruption. Bribery is fundamentally
inconsistent with the Bank’s values; any
direct and indirect promise of payment to
gain any perceived personal advantage is
totally unacceptable.

Money

Laundering

Bank Asia is firmly opposed to all forms
of money laundering and shall take steps
to prevent its financial transactions from
being used by others to launder money.

Political

Activity

Bank Asia does not give support to
political parties, either in the form of
direct financial support or paid working
time. Employees may exercise their right
to take part in politics as long as there is
no conflict of interest situation with Bank
Asia.

www.bankasia-bd.com
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Code of -

onduct

Employees must be open and loyal to the Bank and
Bank’s interest.

Employees must keep confidential all bank and
other matters that could provide other third parties
unauthorized access to confidential information.

Employees must observe the Bank’s security requirements
concerning access to electronic resources and documents.

All information and communication with the media, the public
and financial markets shall be reliable and correct, maintain
high professional and ethical standards and in accordance with
established guidelines and regulations.

Customers shall be met with insight, respect, and understanding.
Employees must always try to fulfill the needs of the customer in the
best possible manner, within the guidelines for corporate ethics that

apply to business.

Under no circumstances, employees shall or be a part of any activity that
prohibits open and fair competition of Bank Asia in breach of relevant
business laws.

Employees shall never offer or accept illegal or inappropriate gifts or other
remuneration in order to achieve business or personal advantages.

Employee’s engagement in external duties must not affect his/her working
relationship with Bank Asia or come into conflict with Bank Asia’s business
interest.

Should an employee become aware of an infringement of Bank Asia’s rules and
guidelines, he/she should blow whistle raising the issue to the line management or
to Human Resource Department.



Accelerate progress
towards financial
inclusion with
technology like ATM,
mobile phone, smart
card based banking
services and renewable
energy generation projects
especially in rural areas.

Synergies between
new knowledge
and human capital
for sustainable
economic growth

Preservation and
enlargement of

multiple forms of
capital; like intellectual,

natural, financial,

organizational, social; all of which
contribute to long term value
creation.

Strong focus on extremely cost-
efficient and green services through

internet banking, electronic fund
transfer, automated cheques clearing,

e-bank statement, SMS alert etc.

Quantification of in-house facilities and
energy consumption to promote paperless

office and enhance energy efficiency. Greater
emphasis on green banking projects.

Create new dimension in the syndication and
structured financing. Grow with export. Well
diversified portfolio.
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Dupont

Analysis-5
Factors Model

First
Level
Breakdown

Operating
Profit
Margin

Effect of
Non-
Operating
Items

L
Breakdown

Net Profit
Margin

Total Asset
Turnover

Financial
Leverage

DuPont analysis is an approach to
decomposing return on equity for better
understanding about which factor
contributed to the ROE most and which
factor caused the ROE to move. For
broader analysis, we used 5 factors model
that covers net profit margin, total asset
turnover and financial leverage. Net
profit margin is further broken down to
operating profit margin, effect of non-
operating items and tax effects.

R

OE 8.13% 14.36% 14.09%
Net Profit Margin 7.28% 11.97% 10.88%
Total Asset Turnover 0.0890 0.1056 0.1177
Financial Leverage 12.5610 11.3570 11.0065
Operating Profit Margin 27.87% 27.94% 28.35%
Effect of Non-operating Items 0.5552 0.6867 0.7297
Tax Effect 0.4703 0.6241 0.5261

The higher the value of all components
of DuPont analysis the higher the positive
impact on return on equity. Net profit
margin consists of three important
components namely operating profit
margin, effects on non-operating items
and tax effects as mentioned in second
level break down. Operating profit margin
slightly decreased to 27.87% compared to
previous year’s 27.94%. Effects on non-
operating items include loan loss and

other provision which decreased to 0.5552
from 0.6867 for the increase of Provision by
40% which resulted from higher Classified
loan. Tax effect decreased to 0.4703 from
0.6241.The combined effects of these three
components resulted in downward of net
profit margin to 7.28% from 11.97% in
2015.

Efficiency of utilization of assets as implied
by average total assets turnover was in
declining trend as the growth of revenue
is less proportionate to the growth of

total assets. Bank Asia’s financial leverage
increased to 12.5610 from last year’s
11.3570 mainly for the higher growth in
deposit which helped to keep return on
equity higher although it increases default
risk as well.

www.bankasia-bd.com



Corporate

Structure

Income Statement Matrix
Operating Profit

Profit Before Tax

Profit After Tax

Balance Sheet Matrix

Total Shareholders’ Equity
Deposits

Loans and Advances
Investments

Fixed Assets

Total Assets

Capital Measure

Capital to Risk Weighted Asset Ratio Basel-Ill
Share Information Matrix
Earnings Per Share (Taka)

Net Asset Value Per Share (Taka)
Credit Quality Ratios

Classified Loans

Profitability Ratio

Return on Equity
Return on Assets

BANKASIA

Million Taka

2016
(Consolidated)

6,187 5921
3,442 3,287
1,644 1,546

18,863 19,038
191,573 191,273
166,540 163,610

39,712 39,365

5,263 5,250
254,866 253,196
12.28% 12.42%
187 1.75
21.41 21.60

531% 5.41%

8.75% 8.13%

0.68% 0.65%

www.bankasia-bd.com
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Corporate
Information

Letter of intent received
First meeting of promoters

Certificate of incorporation received
Certificate of commencement of business
First meeting of board of directors held

Banking license received

First branch license received
Inauguration of bank

Date of publication of prospectus
Date of IPO subscription

Date of first share trading in bourse

Date of agreement with CDBL
Date of first scripless trading
Number of promoters
Number of directors

Number of branches
Number of SME centers
Number of Islamic windows

Auditors

Tax Advisors

Legal Retainer/ Advisors

Registered Office

24/02/1999
15/04/1999
28/09/1999
28/09/1999
01/10/1999
06/10/1999
31/10/1999
27/11/1999
29/06/2003
23/09/2003, 24/09/2003
08/01/2004
20/12/2005
30/01/2006
2

12

105

6

5

Hoda Vasi Chowdhury & Co.
Chartered Accountants
BTMC Bhaban (7th level)
7-9, Karwan Bazar
Dhaka-1215

S.FAhmed & Co. (SFACO)
Chartered Accountant and tax &
Management consultants
House# 51 (3rd floor)

Road #9, Block # F

Banani, Dhaka-1213

M. Sakhawat Hossain

Road No. 8, House No. B-107
(Ground Floor),

New DOHS, Mohakhali
Dhaka-1206

Rangs Tower

68, Purana Paltan
Dhaka-1000
Bangladesh

www.bankasia-bd.com
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Md. Arfan Ali Md. Nazrul Huda
President and Director

Managing Director
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Mohd. Safwan Choudhury

Mashiur Rahman
Vice Chairman

Director

PS Some of our hon’ble directors are not seen in the picture their names and profile can be seen in the directors’ profile section




Rumee A Hossain Farhana Haq Chowdhury M Shahjahan Bhuiyan
Director Director Director

A Rouf Chowdhury ‘ AM Nurul Islam
Chairman Vice Chairman
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Rumee
A Hossain

AM
Mohd. Safwan Nurul Islam
Choudhury Vice Chairman and Chairman of
Vice Chairman the Risk Management Committee

Mr. Mohd. Safwan Choudhury is

one of the Sponsor Shareholders

of Bank Asia Ltd. Mr. Choudhury
has done his Masters from the
University of Dhaka. He has an
impressive professional experience
and has business interest in tea
manufacturing, textile and cold
storage. His flagship company M.
Ahmed Tea & Lands Co. Ltd. is a 4th
generation tea producing company
doing business since the British
India. He served as the Chairman of
Bangladesh Tea Association which
represents 126 tea plantations
belonging to both Bangladeshi

and foreign companies. Mr.
Choudhury is also involved in social
development. He is the President of
FIVDB, an NGO providing primary
education to the underprivileged
children. He is also the past
President of Sylhet Chamber of
Commerce & Industry.

-

Mr. AM Nurul Islam is one of the
Independent Directors of Bank
Asia Ltd. He started his career

as a lecturer in the University of
Dhaka in 1961. Then he joined
Civil Services of Pakistan (CSP). He
worked at different capacities with
the then Pakistan Government and
after liberation with Bangladesh
Government. He acted as the
Private Secretary of the Prime
Minister Bangabandhu Sheikh
Mujibur Rahman. He worked as a
Diplomat of Bangladesh Embassy
in Washington DC and worked in
mobilization of development fund
from the World Bank, International
Monetary Fund, and USAID for

the projects worth hundreds of
millions of dollars. In recent past,
he acted as President and CEO

of Transcontinental ImexInc. an
international trading & consulting
organization and as a Director and
Chairman of Audit Committee in
National Bank Limited. Currently,
he is the Chairman of Risk
Management Committee of the
Board of Bank Asia Ltd.

Director and Chairman of the
Executive Committee

Mr. Rumee A Hossain is one of the
Sponsor Shareholders of Bank Asia
Ltd. He graduated in Mechanical
Engineering from BUET and also
hold an MBA in International
Business Management. He has
more than 26 years of business
experience in several industries
such as Electronics, Telecom,
Pharmaceuticals, IT and Publishing
industry. He is the Managing
Director of Rangs Industries

Ltd. (Distributor of Toshiba and
Samsung) and Romask Limited.
Currently, he is the Chairman of
Executive Committee of the Board
of Bank Asia Ltd.
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Ms. Hosneara Sinha is one of the
Sponsor shareholders of Bank Asia
Ltd. She is involved with different
business houses and organizations
under Sinha group. She is the
Director of Sinha Apparels Ltd., ZMS
Fashions Ltd., Pritha Apparels Ltd.,
Sinha Auto Spinning Mills Ltd. and
Sattar Jute Mills Ltd.




Chowdhury

Director

Mr. M. Shahjahan Bhuiyan is one of
the Independent Directors of Bank
Asia Ltd. He is the former Managing
Director of Prime Bank and United
Commercial Bank (UCB). He is an
M.Com in Accounting from the
University of Rajshahi. Starting his
career in 1970 under Bank Officials
Training Scheme of the then State
Bank of Pakistan, Mr. Bhuiyan has to
his credit more than four decades
of eventful and illustrious banking
career. He was honored as Kriti
Banker by the Bangladesh Bank for
his outstanding contribution to the
banking sector of the country.

Director
\

Ms. Farhana Haq Chowdhury is

one of the sponsor Directors of
Bank Asia Limited. She obtained
her bachelor degree from
University of Kent, UK and Masters
in International Relations from
University of Dhaka. She holds
directorship in DHS Motors Limited,
Rancon Motorbikes and Rancon
Home Solutions Limited.



Ms. Naheed Akhter Sinha is one

of the Sponsor shareholders of
Bank Asia Ltd. She obtained MBA
in Finance from North South
University. She has been involved
with different business houses and
organizations from her early career.
She is one of the promoters and
shareholder directors of Enterprise
Cluster Pte Ltd., a Singapore-based
company. She is the Director of
Sinha Apparels Ltd., ZMS Fashions
Ltd. and BP Wears (Pvt.) Ltd.

A career banker, Mr. Md. Arfan Ali,

is an MBA from the IBA, Dhaka
University, having more than
25(twenty five) years of diverse
experience in banking profession to
his credit. He started his career with
Arab Bangladesh Bank Limited as a
Probationary Officer in 1991. Later
he joined Hanil Bank in 1996 and
played key roles in setting up of its
Dhaka Office. He joined Bank Asia
in 1999 as Assistant Vice President
before it started its operation and
played vital role at the preparatory
stage of launching formal operations
of a newly established local

bank. Mr. Md. Arfan Ali pioneered
and championed Agent Banking
operations in Bangladesh. He had
worked as part time lecturer of
Institute of Business Administration
(IBA), Jahangirnagar University for
10 years. He is also Chairperson of
SWIFT Member and User Group of
Bangladesh, member of “Academic
Advisory Board, School of Business”,
Independent University (IUB),
Bangladesh and current Advisor of
Bangladesh Money Market Dealers
Association (BAMDA).




Key
Events 2016

Date
NELTETY

01 Handed over Higher Studies Scholarship at Munshigonj and Kolatia of Nababgonj, Dhaka

10 Hon’ble Deputy Governor of Bangladesh Bank received a token of Bank Asia’s contribution of blankets among poor
cold-hit people

17 Bank Asia organized School Banking & Financial Literacy Program at Chhayanaut, Dhaka

26 Ateam of Reserve Bank of Zimbabwe visited in Munshigonj district to observe Agent Banking activities of Bank Asia

27 Inauguration of Foreign Currency Account Opening Campaign

30 Bank Asia achieved SAFA Best Presented Annual Report Award and SAARC Anniversary Awards for Corporate
Governance Disclosures 2014 -1t Runner Up at Lahore, Pakistan

30 Handed over Higher Studies Scholarship at Noakhali and Laxmipur

| February |

01 Handed over Higher Studies Scholarship at Mohadebpur, Naogaon

20 Handed over Higher Studies Scholarship at Tarail, Kishoregon]

23 Handed over Higher Studies Scholarship at Madhabdi, Narshingdi

Opening of 103" Branch at Mirpur-1, Dhaka

Opening of 104" branch at Kazipara, Mirpur in Dhaka

Handed over Higher Studies Scholarship at Tongi, Konabari and Hemayetpur, Gazipur

Bank Asia organized ‘Mezban’ program for employee’s get together

Opening of 105" Branch at Sadar Hospital Road, Brahmanbaria

CAMLCO Conference-2016 held

Provided 37" Foundation Training to its Officers
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Handed over Higher Studies Scholarship at Lohagara, Chittagong

03 Opening of 106" Branch at Bora Bazar, Mymensingh

06 Bank Asia, the only Bank in Bangladesh won ‘Best Trade Partner in South Asia’ by (IFC) for 2015

18 17" Annual General Meeting (AGM) held at Dhaka Ladies Club, Dhaka

18 Mr. A Rouf Chowdhury re-elected as Chairman of Bank Asia

18 Mr. Mohd Safwan Choudhury and Mr. A M Nurul Islam re-elected as Vice Chairmen of Bank Asia

95 Bank Asia and SME Foundation exchanged agreement for financing handloom and specialized cloth production
cluster in Bogra through Agent Banking

| May |

04 Agreement signed between Bank Asia and DuSai Hotel & Resorts on discount facilities of platinum and gold credit card
holders

07 Handed over Higher Studies Scholarship at Hajigonj, Chandpur
Bank Asia received the Letter of Appreciation from Bangladesh Bank for commendable contribution in agricultural

1 credit during the financial year 2014-15

16 Handed over financial assistance & scholarship to “Smart Junior Saver” -school banking account holders

28 Training on Customer Service Excellence to the officers

31 Islamic Banking Business Conference-2016 held

|__June |

02 Contributed to business faculty of Dhaka University to set up a world class virtual classroom

03 Organized Art Competition at the Faculty of Fine Arts in the University of Dhaka

06 Bank Asia and Election Commission signed agreement for verification of information from database of Election

Commission

www.bankasia-bd.com
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07 Bank Asia and Air Asia signed agreement for enjoying 10 % discount of credit and debit card holders of Bank Asia

20 Training on Reporting to Bangladesh Bank and Online Reporting

2 Signed MOU with " Infoladies’, a sister concern of DNet, facilitating bicycle loan facility for making ladies as successful
entrepreneur

27 Handed over cheque of Tk. 15 million to Prime Minister’s Relief Fund

L_July |

14 Launching Salamah Deposit Marketing Campaign-2016

16 Training on Cash Management to its officers

21 Signed agreement between Bank Asia and Swiss contact on Financial Inclusion of RMG Workers in Bangladesh

23 Half-yearly Business Review Meeting-2016

24 Provided 38" Foundation Training to its officers

| August |

01 Bank Asia’s Retail Loan Campaign-2016
Unveiled the plague of construction work of Bank Asia’s own Corporate office building

08 Mr. Md. Arfan Ali has been appointed as President & Managing Director of Bank Asia

09 Handed over cheque of Tk. 7.50 million to Prime Minister’s Relief Fund in aid of the flood victims

10 Bank Asia and SWAPNO signed agreement on E-payment system of Agent Banking

17 Launching of Bank Asia A-card for the first time in Bangladesh to facilitate marginalized farmers

28 Opening of 108" branch at Maijdee, Noakhali

31 Introduction of Bank Asia MasterCard Smart Card for the beneficiaries of ICVGD

02 Provided 39" Foundation Training to its officers

08 Training on Islamic Banking and Salamah Operations

14 Opening Agent Banking booth in Sreenagor, Munshigonj

24 Bank Asia and ICAB signed agreement on Online Payment Services

29 Provided training on Prevention of AML and CFT

07 Bank Asia and ICMAB signed agreement on e-payment system

19 Bank Asia accorded reception to the country’s top IT exporters
Mr. A Rouf Chowdhury was awarded ‘Business and Entrepreneur Excellence Award 2016’ in UK

24 Bank Asia and CARE signed agreement on Online Payment System

27 Bank Asia celebrated 17" Anniversary at Bashundhara Convention Centre

29 Bank Asia has been awarded 2™ prize in 16" ICAB National Award for Annual Integrated Reporting 2015

09 Handed over blankets to Prime Ministers Relief and Welfare fund

09 Handed over Higher Studies Scholarship in Munshigonj district

14 Bank Asia won ‘Best Sustainability Report in Bangladesh’ in 12" Sustainability Reporting Awards (SRA) 2016 by NCSR,
Jakarta, Indonesia

20 Inauguration of Bank Asia’s own 6 storied Training Institute

24 Bank Asia has been achieved Bronze Award in 3" ICSB National Award for Corporate Governance Excellence 2015

24 Unveiled the plaque of Bank Asia-financed newly built reading room ‘Akashleena’ at the Girls’ Hostel of Begum

Badrunnesa Government Women College in Dhaka

26
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Key
Events 2016

Provided 38" Foundation Training to its
officers

Opening of Bank Asia’s Mirpur-1 branch

27 February

Unveiled the plaque of construction
work of Bank Asia’s own Corporate Office
Building

Bank Asia organized ‘Mezban’ program
for employees get together

Introduction of Bank Asia MasterCard
Smart Card for the beneficiaries of ICVGD
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4 Bank Asia celebrated 17" Anniversary at
O 9 Bashundhara Convention Centre
: December

Bank Asia and ICAB signed agreement
on Online Payment Services

November

Bank Asia providing Higher Studies
4 Scholarship at Munshigong
2 December

Mr. A Rouf Chowdhury was awarded
‘Business and Entrepreneur Excellence
Award 2016’ in UK

Unveiled the plaque of Bank Asia financed reading
room ‘Akashleena’ at Badrunnesa College
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Financials sign- off
ceremony

Two Years
Comparative
Analysis
Total Asset
Deposit

Loans and Advances
Import (USD)

Export (USD)

Inward Remittance (USD)
Operating Profit

Profit after Tax
Shareholders’ Equity
Classified Loan Ratio
Earnings Per Share (Taka)
Net Asset Value Per Share (Taka)
Return on Equity
Return on Asset

Million Taka unless otherwise specified

particutars [IENETIT IR

253,196 224,347
191,273 169,827
163,610 136,396
1,824 1,607
1,286 1,135
532 552
5921 6,006
1,546 2,574
19,038 18,979
5.41% 4.26%
175 2.92
21.60 21.54
8.13% 14.36%
0.65% 1.26%
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Particulars

Authorized Capital

Paid up Capital

Reserve Fund & Surplus
Total Shareholders’ Equity
Deposits

Loans and Advances
Investments

Fixed Assets

Total Assets

Total Off Balance Sheet Items
Interest Earning Assets
Non-Interest Earning Assets

Interestincome
Interest Expenses
Investmentincome
Non-Interest income
Non-Interest Expenses
Total income

Total Expenditure
Operating Profit

Profit Before Tax

Net Profit After Tax

Risk Weighted Assets

Core Capital (Tier-I)

Supplementary Capital (Tier-11)

Total Capital

Capital Surplus/(Deficit)

Tier | Capital Ratio

Tier Il Capital Ratio

Total Capital Adequacy Ratio Basel-ll
Capital to Risk Weighted Asset Ratio Basel-lll

Classified Loans

Provision for Unclassified Loans

Provision for Classified Loans

Provision for Contingent Liabilities

Percentage of NPLs to total Loans and Advances

Import
Export
Remittance (Inward)

Million Taka unless otherwise specified

2016 2015 2014 2013 2012
BALANCE SHEET MATRIX
15,000.00 15,000.00 15,000.00 15,000.00 15,000.00
8,812.60 8,392.95 7,629.96 6,936.32 6,305.75
10,225.88 10,586.38 9,234.47 7,681.38 6,739.42
19,038.48 18,979.33 16,864.42 14,617.70 13,045.17
191,272.58 169,827.34 140,869.29 133,489.37 110,061.78
163,609.78 136,396.34 116,808.85 104,911.26 92,328.82
39,365.21 46,942.77 38,683.41 33,933.36 25,114.90
5,249.72 5,075.51 5,213.61 5,288.35 4,520.49
253,195.70 224,347.31 182,730.94 163,777.74 140,361.37
110,762.05 96,817.06 71,527.15 67,164.26 59,215.74
223,223.17 196,955.81 156,535.38 150,629.28 129,078.12
29,972.53 27,391.50 26,195.56 13,148.46 11,283.26
INCOME STATEMENT MATRIX
14,569.39 13,941.18 13,914.31 14,319.42 13,296.06
10,600.94 11,170.32 10,699.77 11,139.14 9,616.35
3,548.30 4,827.41 4,029.12 3,053.80 1,930.64
3,123.14 2,7128.65 2,442.54 2,299.08 2,210.32
4719.26 4.321.26 3,907.37 3,117.39 2,768.87
21,240.83 21,497.24 20,385.97 19,672.29 17,437.02
15,320.20 15,491.57 14,607.14 14,256.53 12,385.22
5,920.63 6,005.66 5,778.83 5,415.76 5,051.80
3,286.91 4,123.92 4,216.96 3,520.59 2,723.00
1,545.91 2,573.92 2,218.69 1,459.82 908.00
CAPITAL MEASURES
199,490.69 183,247.39 157,574.62 140,976.92 106,719.00
16,735.57 16,400.10 14,173.67 11,904.15 10,444.33
8,039.04 6,436.73 3,669.56 3,670.70 3,485.86
24774.61 22,836.83 17,843.22 15,574.85 13,930.19
4,825.54 4,512.10 2,085.76 1477.16 3,258.29
8.39% 8.95% 8.99% 8.44% 9.79%
4.03% 3.51% 2.33% 2.61% 3.26%
- - 11.32% 11.05% 13.05%
12.42% 12.46% - - -
CREDIT QUALITY
8,847.34 5,808.87 6,200.55 5,878.79 5,251.48
2,929.43 3,085.01 1,155.79 1,038.20 989.20
4,494.29 2,911.65 3,981.26 3,074.43 2,641.11
1,107.62 968.17 715.27 671.64 592.16
5.41% 4.26% 5.31% 5.60% 5.69%
FOREIGN EXCHANGE BUSINESS
148,724.27 129,930.43 110,192.54 110,738.08 106,746.15
103,139.15 89,275.32 77,646.91 71,968.83 66,478.34
41,665.14 42,996.80 41,732.50 34,334.40 32,110.10
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Million Taka unless otherwise specified

Particulars 2016 2015 2014 2013 2012
OPERATING PROFIT RATIOS
Credit Deposit Ratio 85.54% 80.31% 82.92% 78.59% 83.89%
Cost of Deposit 5.66% 6.87% 7.53% 8.82% 9.22%
Cost of Deposit & Borrowing 5.71% 7.19% 7.64% 8.82% 9.78%
Administrative Cost 2.51% 2.85% 2.93% 2.66% 3.08%
Yield on Loans and Advances 9.86% 10.97% 12.77% 14.22% 14.50%
Spread 4.20% 4.10% 5.24% 5.41% 5.27%
Return on Assets 0.65% 1.26% 1.28% 0.96% 0.70%
Return on Equity 8.13% 14.36% 14.09% 10.55% 7.11%
Current Ratio 1.05 1.07 1.06 1.11 0.93
Debt Equity Ratio 12.30 10.82 9.84 10.20 9.76
PERFORMANCE RATIOS
Profit per Employee 3.01 3.27 3.26 3.38 3.40
Operating profit as % of Working Fund 2.48% 2.95% 3.34% 3.56% 3.91%
Net Interest income as % of Working Fund 2.88% 3.16% 3.85% 3.98% 3.93%
Burden Coverage 66.18% 63.13% 62.51% 73.75% 79.83%
Burden Ratio 0.40% 0.21% 0.52% 0.42% 0.01%
Expense Coverage 79.59% 89.96% 77.15% 79.44% 99.37%
Ratio of Fees income 23.26% 20.88% 19.39% 21.11% 22.51%
Salary Exp. to total Overhead Exp. 49.84% 50.28% 46.98% 46.90% 46.74%
Salary Exp. to Feesincome 95.05% 100.76% 97.75% 81.16% 73.52%
Cost to income/ Efficiency ratio 44.35% 41.84% 40.34% 36.53% 35.40%
DIVIDEND & RIGHTS ISSUE
Cash 15% 5%
Stock 12% 5% 10% 10% 10%
Total Dividend  12%(Proposed) 20% 15% 10% 10%
Rights Issue
SHARES INFORMATION MATRIX
No. of Shares Outstanding 881.26 839.30 763.00 693.63 630.57
Earnings Per Share (Taka) 1.75 2.92 2.64 191 131
Number of Shareholders 10,774 12,892 16,211 18,179 17,161
Market Value Per Share (Taka) 17.90 16.50 16.70 23.00 21.50
Price Earnings Ratio 10.23 5.65 5.74 12.04 16.41
Net Asset Value Per Share (Taka) 21.60 21.54 22.10 21.07 20.69
Dividend Coverage ratio 1.46 1.53 1.94 2.10 1.44
OTHER INFORMATION
Number of Branches 105 98 91 86 73
Number of SME Service Centers 6 6 6 6 6
Number of Islamic Windows 5 5 5 5 5
Number of Employees 1,970 1,839 1,773 1,600 1,485
Number of Foreign Correspondents 751 663 612 761 776
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Five Years
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For the last five years
Profit and Loss Statement

.| 2016, 2015 2014 2013 2012

OPERATING INCOME

Interest income 110% 104% 105% 108% 100%
Interest paid on deposits and borrowings, etc 110% 116% 111% 116% 100%
Net interest income 108% 4% 87% 86% 100%
Investment income 184% 253% 209% 158% 100%
Commission, exchange and brokerage 141% 122% 107% 102% 100%
Other operating income 144% 127% 125% 111% 100%
Total operating income 136% 132% 124% 109% 100%
Salaries and allowances 182% 168% 142% 113% 100%
Rent, taxes, insurance, electricity, etc 163% 157% 132% 113% 100%
Legal expenses 228% 137% 149% 126% 100%
Postage, stamp, telecommunication, etc 151% 143% 127% 120% 100%
Stationery, printing, advertisements, etc 129% 142% 108% 100% 100%
Managing Director's salary and fees 129% 137% 116% 107% 100%
Directors' fees 159% 233% 138% 86% 100%
Auditors' fees 118% 86% 65% 103% 100%
Depreciation and repairs of Bank's assets 139% 130% 130% 112% 100%
Other expenses 173% 148% 154% 112% 100%
Total operating expenses 170% 156% 141% 113% 100%
Profit before provision 117% 119% 114% 107% 100%
Provision for loans and advances/investments

General provision 3,664% 10,147% T75% 323% 100%
Specific provision 88% 4% 62% 73% 100%
Provision for off-balance sheet items 107% 194% 33% 61% 100%
Provision for diminution in value of investments 110% 0% 57% 247% 100%
Other provisions 0% 127% 698% 0% 100%
Total provision 113% 81% 67% 81% 100%
Total profit before tax 121% 151% 155% 129% 100%
Provision for taxation

Current tax 94% 86% 109% 114% 100%
Net profit after tax 170% 283% 244% 161% 100%

Horizontal Analysis (Profit and Loss Statement)

Horizontal Analysis on Income Statement refers to the analysis of growth of each component of income statement items from the base
period. Here base period is considered the year 2012 giving value 100% and after that period value above 100% means positive growth
and below 100% means negative growth compared to base year. The above table shows that total operating income, expenses and
operating profit of Bank Asia are growing consistently over the periods. Total provision is showing increasing trends over the periods
mainly for rising of NPL.
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For the last five years
Balance Sheet

PROPERTY AND ASSETS

Cash 242% 189% 166% 147% 100%
In hand (including foreign currencies) 179% 145% 115% 139% 100%
Eilcalggien‘g'ft:rzag:gclai‘; hUBe i)nk I S EZTEIoz 256%  198%  177%  149%  100%
Balance with other banks and financial institutions 358% 223% 20% 37% 100%
In Bangladesh 557% 393% 36% 69% 100%
Outside Bangladesh 144% 40% 3% 2% 100%
Investments 157% 187% 154% 135% 100%
Government 185% 224% 179% 156% 100%
Others 58% 58% 69% 61% 100%
Loans and advances/investments 177% 148% 127% 114% 100%
Loans, cash credits, overdrafts, etc/investments 176% 144% 123% 115% 100%
Bills purchased and discounted 203% 223% 190% 91% 100%
Fixed assets including premises, furniture and fixtures 116% 112% 115% 117% 100%
Other assets 138% 152% 127% 109% 100%
Total assets 180% 160% 130% 117% 100%
LIABILITIES AND CAPITAL

Liabilities

Borrowings from other banks, financial institutions and agents 492% 321% 205% 51% 100%
Deposits and other accounts 174% 154% 128% 121% 100%
Current/Al-wadeeah current accounts and other accounts 233% 201% 146% 116% 100%
Bills payable 326% 262% 120% 111% 100%
Savings bank/Mudaraba savings bank deposits 262% 200% 156% 121% 100%
Fixed deposits/Mudaraba fixed deposits 149% 138% 121% 122% 100%
Other liabilities 163% 155% 130% 102% 100%
Total liabilities 184% 161% 130% 117% 100%
Capital/shareholders' equity

Total shareholders' equity 146% 145% 129% 112% 100%
Paid-up capital 140% 133% 121% 110% 100%
Statutory reserve 186% 168% 144% 120% 100%
Revaluation reserve 86% 98% 103% 104% 100%
General reserve 100% 100% 100% 100% 100%
Retained earnings 228% 339% 235% 120% 100%
Total liabilities and shareholders' equity 180% 160% 130% 117% 100%

Horizontal Analysis (Balance Sheet)

Horizontal Analysis on Balance Sheet refers to the analysis of growth of each component of balance sheet items from the base period.
Here base period is considered the year 2012 giving value 100% and after that period value above 100% means positive growth and
below 100% means negative growth compared to base year. Here, assets, liabilities and capital components are showing consistent
growth over the periods which symbolize sustainable balance sheet growth of the bank as a whole.
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For the last five years
Profit and Loss Statement

.| 2016, 2015 2014 2013 2012

OPERATING INCOME

Interest income 68.59% 64.56% 68.25% 72.79% 76.25%
Interest paid on deposits and borrowings, etc 49.91% 51.96% 52.49% 56.62% 55.15%
Net interest income 18.68% 12.59% 15.77% 16.17% 21.10%
Investment income 16.71% 22.75% 19.76% 15.52% 11.07%
Commission, exchange and brokerage 11.65% 10.03% 9.21% 9.16% 10.10%
Other operating income 3.05% 2.66% 2.77% 2.53% 2.58%
Total operating income 50.09% 48.04% 47.51% 43.38% 44.85%
Salaries and allowances 11.00% 10.03% 8.93% 7.37% 7.35%
Rent, taxes, insurance, electricity, etc 2.51% 2.39% 2.11% 1.88% 1.87%
Legal expenses 0.08% 0.04% 0.05% 0.05% 0.04%
Postage, stamp, telecommunication, etc 0.38% 0.36% 0.33% 0.33% 0.31%
Stationery, printing, advertisements, etc 0.42% 0.46% 0.37% 0.35% 0.40%
Managing Director's salary and fees 0.07% 0.08% 0.07% 0.07% 0.07%
Directors' fees 0.02% 0.02% 0.01% 0.01% 0.01%
Auditors' fees 0.01% 0.00% 0.00% 0.01% 0.01%
Depreciation and repairs of Bank's assets 2.21% 2.05% 2.16% 1.93% 1.94%
Other expenses 5.52% 4.66% 5.12% 3.86% 3.87%
Total operating expenses 22.22% 20.10% 19.17% 15.85% 15.88%
Profit before provision 27.87% 27.94% 28.35% 27.53% 28.97%
Provision for loans and advances/investments
General provision 2.62% 7.16% 0.58% 0.25% 0.09%
Specific provision 8.61% 0.37% 6.32% 7.73% 11.90%
Provision for off-balance sheet items 0.66% 1.18% 0.21% 0.40% 0.75%
Provision for diminution in value of investments 0.52% 0.00% 0.28% 1.25% 0.57%
Other provisions 0.00% 0.05% 0.27% 0.00% 0.05%
Total provision 12.40% 8.75% 7.66% 9.63% 13.36%
Total profit before tax 15.47% 19.18% 20.69% 17.90% 15.62%
Provision for taxation

Current tax 7.90% 7.14% 9.55% 10.38% 10.26%

Deferred tax 0.30% 0.07% 0.25% 0.10% 0.15%
Net profit after tax 7.28% 11.97% 10.88% 7.42% 521%

Vertical Analysis (Profit and Loss Statement)

Vertical Analysis on Income Statement refers to the components of income statement items as a % of total income over the periods
which would be termed as common sizing of income statement. In income side, interest income (69%) and investment income (17%)
hold major portion. Interest income was in a decreasing trend but increased in 2016 and investment income was in increasing trend
but decreased in 2016 for reducing yield on treasury bill/bond. Operating expense as % of income is increasing over the periods due to
network expansion and establishment of new departments in line with business model/ strategies. Operating profit shows consistency
and total provision is in fluctuating trend over the periods.
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For the last five years
Balance Sheet

PROPERTY AND ASSETS
Cash 6.31% 5.56% 5.99% 5.93% 4.70%
In hand (including foreign currencies) 0.82% 0.75% 0.73% 0.99% 0.83%

Balance with Bangladesh Bank and its agent bank (including foreign

. 5.49% 4.80% 5.26% 4.94% 3.87%
currencies)

Balance with other banks and financial institutions 5.24% 3.69% 0.41% 0.83% 2.64%
In Bangladesh 4.23% 3.37% 0.37% 0.81% 1.37%
Outside Bangladesh 1.02% 0.32% 0.03% 0.02% 1.27%
Money at call and on short notice 1.92% 1.44% 0.16% 0.00% 0.16%
Investments 15.55% 20.92% 21.17% 20.72% 17.89%
Government 14.26% 19.49% 19.07% 18.63% 13.90%
Others 1.28% 1.44% 2.10% 2.09% 3.99%
Loans and advances/investments 64.62% 60.80% 63.92% 64.06% 65.78%
Loans, cash credits, overdrafts, etc/investments 61.22% 56.60% 59.53% 61.71% 62.77%
Bills purchased and discounted 3.39% 4.19% 4.39% 2.34% 3.01%
Fixed assets including premises, furniture and fixtures 2.07% 2.26% 2.85% 3.23% 3.22%
Other assets 4.28% 5.33% 5.49% 5.23% 5.61%
Total assets 100% 100% 100% 100% 100%
LIABILITIES AND CAPITAL

Liabilities

Borrowings from other banks, financial institutions and agents 4.86% 5.48% 4.29% 1.19% 2.73%
Subordinated non-convertible zero coupon bonds 1.26% 1.48% 0.25% 0.37% 0.43%
Deposits and other accounts 75.54% 75.70% 77.09% 81.51% 78.41%
Current/Al-wadeeah current accounts and other accounts 13.53% 13.20% 11.77% 10.46% 10.49%
Bills payable 1.94% 1.75% 0.99% 1.02% 1.07%
Savings bank/Mudaraba savings bank deposits 10.98% 9.44% 9.06% 7.83% 7.56%
Fixed deposits/Mudaraba fixed deposits 49.10%  5131%  5527%  62.20%  59.29%
Other liabilities 8.24% 8.88% 9.14% 8.01% 9.14%
Total liabilities 92.48% 91.54% 90.77% 91.07% 90.71%
Capital/shareholders' equity

Total shareholders' equity 7.52% 8.46% 9.23% 8.93% 9.29%
Paid-up capital 3.48% 3.74% 4.18% 4.24% 4.49%
Statutory reserve 2.58% 2.62% 2.76% 2.57% 2.50%
Revaluation reserve 0.88% 1.14% 1.47% 1.65% 1.85%
General reserve 0.00% 0.00% 0.00% 0.00% 0.01%
Retained earnings 0.57% 0.96% 0.82% 0.46% 0.45%
Total liabilities and shareholders' equity 100% 100% 100% 100% 100%

Vertical Analysis (Balance Sheet)

Vertical Analysis on Balance Sheet refers to the components of balance sheet items as a % of total Assets over the periods which would
be termed as common sizing of balance sheet. In asset side, Loans and advances (65%) and investment (16%) hold major portion.
Investment shows mixed trend and loans and advance shows decreasing trend as % of total assets up to 2015 but increased in 2016. In
liability side, deposit holds major portion (76%) and showing decreasing trend over last three years.
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Human Capital

Development of human resources is not an
expenditure; it is an investment. You get

the highest return from HR investment. Let’s
make maximum investment in quality human
resources. They are the leaders; they will take
the Bank forward.

-A Rouf Chowdhury

MY DEAR

Shareholders, members of the Board and members of the management team,
Assalamualaikum. It is my great pleasure to welcome you all to the 18th Annual General
Meeting of Bank Asia Limited.

DEAR

SHAREHOLDERS

I would like to express my sincere gratitude for your confidence and trust bestowed upon
us. This inspires us to go forward in the challenging banking industry and bring desired
results. On behalf of the Board of Directors, it is my privilege to present before you the
Annual Integrated Report of Bank Asia for the year 2016.

HONORABLE

SHAREHOLDERS

Like previous years’ trend, the banking industry had to pass through a struggling time
in the year 2016. This period could be characterized by pressures of classified loans,
downward trend of interest rate on loans and advances, increase of liquidity and lower
yield of treasury bills/bonds. In this backdrop, your Bank has moved cautiously to
maintain sustainable business and profit. Deposit of the Bank has increased to Tk. 191
billion, advance Tk.164 billion, import Tk. 149 billion, export Tk. 103 billion and inward
remittance Tk. 42 billion. You will be glad to know that, the Bank has surpassed the
growth of industry almost in every key aspect of business. Bank’s deposit, advance,
import and export growth were 12.63%, 19.95%, 14.46%, 15.53% against industry growth
of 12.80%, 15.50%, 4.30%, 8.00% respectively.

RESPECTED

SHAREHOLDERS

I know that along with the core business area, you will be more interested about the
bottom line of the Bank. Bank’s consolidated operating profit for the year 2016 was Tk.
6.91 billion. After setting aside provisions for loans and advances, tax and other required
provisions, your Bank attained consolidated net profit of Tk. 1.64 billion, and after
maintenance of necessary reserves, the consolidated distributable profit stood at Tk. 0.99
billion. This year Bangladesh Bank suggested to keep extra provision on stay order loan
and other loan based on qualitative judgment amounting to Tk. 3.34 billion. Appropriate
measures have been taken by the Bank to comply Bangladesh Bank directive in this
regard. Considering the position, the Board of Directors has recommended 12% stock
dividend for the year 2016.

The Bank was successful in restraining its classified loans (CL) to 5.41% against industry
position of 9.02%. | strongly believe that this will come down to below 3% within short
time.

We want to assure you that the fundamentals of your Bank are very strong. Bank Asia’s
total capital reached to Tk. 24.77 billion in 2016 from Tk. 22.84 billion in 2015. We have
successfully built a strong capital base to ease the future expansion of business. The Bank
is maintaining capital adequacy ratio of 12.42% against regulatory requirement of 10%

as of December, 2016. We are in the process of further strengthening the capital base. We
have already raised further Tk. 5.00 billion as Tier 2 capital through issuing 7 year Non
convertible subordinated bond.

www.bankasia-bd.com
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Last year, | told you that we are going to
strengthen our presence in SME and retail
segment as a tool for exploiting huge
potentiality and to diversify risk. We have
successfully brought down the share of
corporate segment from 70% to 66 % and
increased SME and retail segment share
from 19% to 21%. In this current scenario
of downward interest rate regime, this
SME and retail segment will play a pivotal
role of increasing yield on advance. To
maintain a healthy spread, cost of deposit
also plays a crucial role which we have
already attained to a great extent, i.e. cost
of deposit reduced to 5.66% from 6.87%
through maintaining balanced deposit mix
of High, Low, and No cost deposit of 53%,
27% and 20%, respectively.

HONORABLE

SHAREHOLDERS

Bank Asia has been playing a pioneering
role in implementing financial inclusion
programs for the mass people of the
country. You know that Bank Asia is

the leading Bank in implementing
government’s “Ektee Bari Ektee Khamar
(EBEK)” project which is focused on
poverty eradication for the rural people.
Now, Bank Asia is providing Banking
services to 1,266,920 beneficiaries in

252 Upazillas under 35 districts through
EBEK project. With the experience of
implementing the EBEK Project, Bank Asia
has become capable enough to provide
services to other government Social
Safety Net Programs like senior citizen
allowances, insolvent autism allowances,
widows or divorced women allowance,
freedom fighters allowance etc.

Bank Asia is the pioneer in introducing
Agent Banking in Bangladesh to reach the
geographically dispersed people who are
mainly far from receiving formal banking
facility. You will be pleased to know that
your Bank has implemented 1,150 Agent
outlets in 49 districts with the aim of
serving geographically dispersed segment
of the country. Till 2016, the Bank collected

Tk.1.08 billion of deposits through 132,353
accounts and disbursed Tk. 337 million as
loan in those areas.

You will be glad to know that in 2016, Bank
Asia has taken a great initiative for the
development of agriculture sector through
providing ‘A-Card’ (Agriculture Card) to

the grass root level farmers. Farmers are
being accustomed with the new banking
technology and they will be able to buy
agricultural materials on credit using the
Card. Till now, 451 numbers of farmers
have received A-Card, and availed loan

of Tk.15.64 million. In the year 2016, the
Bank disbursed agricultural credit of Tk.
3.32 billion through different channels of
the Bank including association with the
reputed non-government organizations.

DEAR

SHAREHOLDERS

As a responsible corporate citizen, the
Bank always thinks beyond the business

and supports to build an equitable society.

Social work is embedded in the culture
of this Bank. You will be glad to know
that your Bank spent Tk. 109.06 million in
2016 for CSR activities having growth of
65.44% over previous year. Scholarship
to poor meritorious students is one of the
major CSR activities. The scholarship is
given through the Bank’s rural branches
on the basis of SSC and HSC results and
admission to a reputed University for
higher study. So far, 1,342 students have
been awarded the scholarship. The Bank
also extended financial assistance to
BSMMU for construction of nurses hostel,
setting up reading room at Badrunnesa
College and donated on the humanitarian
relief for the cold hit people.

Bank Asia always values good

customers for their timely payments and
commitments to the Bank. Bangladesh
Bank has instructed the banks to give 10%
rebate on interest to good borrowers for
encouraging them as well as others to be
a part of sound financial system. You will
be pleased to know that your Bank has

made provision of Tk.71.40 million to give
rebates to 675 good borrowers.

HONORABLE

SHAREHOLDERS

Bank Asia sees the year 2017 as
challenging and also with opportunities
to explore. European Union’s recent move
to withdraw GSP facility for Bangladesh
may hamper the international trade as
80% earnings of export comes from RMG
sector. However, industry experts are
working with the necessary developments
for the garments industry for continued
growth. A stable economic as well as
political outlook of the country and large
infrastructural investment will also pave
the way to new business opportunities.

I hope the management would face the
challenge warmly and work hard to utilize
the opportunities to bring brighter results
in the coming years.

Finally, I would like to express my
gratitudes to Bangladesh Bank, external
auditor and other regulatory authorities for
their guidance and continuous supportin
the year. | am grateful to the shareholders
for their continuous trust, confidence and
cooperation.

My best wishes to all of you.

\ 0

A RoufChowdhury
Chairman
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The Bank Asia family deeply grieved the sad demise of Shah
Md. Nurul Alam, Director of Bank Asia. He breathed his last at
his residence at Uttara in Dhaka on Saturday (October 22,
2016)

Mr. Shah Md. Nurul Alam obtained his MBA from the Institute
of Business Administration, Dhaka University. He had a wide
range of experience in the banking industry. In almost 43
years starting from 1972, he had worked for five renowned
banks in Bangladesh. He held the CEO position for
Southeast Bank Ltd., Prime Bank Ltd. and Mercantile Bank
Ltd.

www.bankasia-bd.com
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Banking sector remained stable in
2016 due to calm political environment
although internal factors related to
banking industry directed the banks

to great challenges such as rising

NPL, sharp fall of lending rate, excess
liquidity, lower yield on T-bill/bond,
borrowers’ preference for raising fund
from capital market, direct foreign loan
from international agencies and so on.

The year 2016 ended on a positive note;
the Bangladeshi economy continued

to show macroeconomic growth by
exceeding 7% GDP target. The macro-
economic development certainly boosted
our morale towards achieving our business
goals as well. The Banking sector remained
stable in 2016 due to a calm political
environment, although internal factors
related to the banking industry directed
the banks to many a great challenges such
asincreasing trend in NPLs, declining
lending rate, excess liquidity, lower yield
on T-bill/bond, borrowers’ preference for
raising fund from capital market, direct
foreign loan from international agencies
and so on. Apart from the above, the
following events that occurred throughout
the year also influenced our business
strategies:

Chinese President Xi Jinping made a
landmark visit in October 2016. Two
dozen deals involving $25 billion were
signed between Bangladesh and China
during the visit.

Bangladesh has recently been
upgraded from a low income country
(LIC) to a lower-middle income
country (LMIC) as per the World Bank’s
classification in May 2016.

In the year 2016, Bangladesh witnessed
its lowest level of inflation which came
down to 5.92% level in FY 2016, the
lowest since 2004.

The amount of NPLs started to increase
in 2016. The NPL ratio has been
elevated t0 9.02% in 2016 from 8.32%
in 2015. However, it is encouraging to
note that Bangladesh Bank has taken
initiatives to provide incentives to good
borrowers and help them by providing
10 percent rebate on their interest
payments against their bank loans.

Bangladesh is in the process of full
implementation of Basel Ill from
January 2020. In the transitional
arrangement of Bangladesh Bank,
between 2015 and 2019, the banking
system had to maintain a 10.62 percent
capital adequacy ratio in 2016.

Depressed economic performance

in the oil exporting countries has

led to a cut in remittance flow to the
country despite an increase in migrant
workers. This is a matter of concern
since a major part of Bangladesh’s
foreign exchange is earned through
remittances.

The average rate of interest on

lending declined below 10 per cent

in November for the first time in the
country’s banking history, against the
backdrop of the businesses’ persistent
reluctance to borrow from the banks in
the country.

MAJOR PRIORITIES
WE FOLLOWED IN 2016

Emphasis was given to increase MSME
(Micro, Small and Medium Enterprise),
Agri and Retail loan portfolios to ensure
efficient distribution of capital.

Bank’s credit operation and approval
functions were reviewed, modified and
upgraded to cope with the changing
market situation and regulatory
changes. Steps have been taken to
separate the credit approval function
from the marketing/ relationship
management function.

Human Resources development
remained one of the top priorities.
Future Leader Development Program
(FLDP) - a special program for
developing leadership skills of the mid-
level employees was initiated.

Payment System related services

were automated and modernized
further. BACH and EFT facilities were
made available for the customers of
Agent Banking, Islamic banking & net-
banking. We were one of the few banks
in the country to launch a modern
payment tool like RTGS (Real Time
Gross Settlement).

Bank Asia has introduced a modern
technology based banking app, “Bank
Asia SMART App”, which is compatible
with smart phone/tablet.

www.bankasia-bd.com
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® Bank Asia invested significantly to
improve ICT infrastructure and process
which include, migration of Core
Banking Database from oracle 10g to
Oracle 12c with Multitenant feature,
Core Banking System (CBS) review,
upgrade of internet banking system
etc.

® Alongwith the Special Asset
Management Department (SAMD)
and the Branches, the executives and
officers from other Departments of
Corporate Office also participated
actively and contributed for recovery of
NPL and written-off loans.

® Scope and services of Agent Banking,
EBEK (Ektee Bari Ektee Khamar)
operation, Social Safety Net payment
related cooperation with government
agencies and other multilateral
Development Agencies expanded
as part of our commitment towards
financial inclusion.

OPERATING
PERFORMANCE

During the year 2016, the Bank generated
a consolidated operating profit of Tk.
6,187.46 million which was Tk. 6,025.00
million in 2015 that means the Bank
registered a 2.70% growth in profit. For
the year 2016, on a solo basis operating
profit stood at Tk. 5,920.63 million. It

is mentionable that, the Bank faced a
declining trend of interest rates of loans
as well as increase of non-earning asset
throughout the year. Though at the

end of the year the concerted effort of
management helped the Bank to restrict
CL at 5.41%. In 2016, the Bank has been
able to make a cash recovery of Tk.
6,641.49 million from non-performing loan
accounts.

By improving the deposit mix, the Bank
was able to reduce the cost of deposit.
The ratio of high cost, low cost and no
cost deposit stood at 52%:27%:21%,
which was 57%:23%:20% in the previous
year. Because of such cost reduction, the

83%
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Bank could offer loans to demanding, big
corporates at highly competitive rates and
also maintain a moderate business growth.

In 2016, 7 new branches were added to
the total network and 131 employees
were added to human capital. Because
of this new inclusion and inflation
adjustment, total operating expenditure
increased by 9% in 2016, out of which,
salary expenditure increased by 8%. Over
the year 2016, we were able to reduce
expenditure in stationery, printing,
advertisement etc by 10%. At the end of
2016, the Bank’s Net Asset Value (NAV)
stood at Tk. 19,038.48 million, NAV per
Share at Tk. 21.60 and Earning per Share
(EPS) at Tk. 1.75.

BUSINESS

Deposits of banking operation stood at
Tk.191,272.58 million showing a growth
of 12.63% and loans and advances stood
at Tk. 163,609.78 million, showing a
growth of 19.95%. Import of the Bank
was Tk. 148,724 million, registering a 14%
growth, besides export was Tk. 103,139
million, with a 16% growth. During 2016,
total inward remittance was Tk. 41,665
million, showing a negative growth of 3%.
In terms of budgetary achievement the

Bank performed well; deposit target was
achieved by 97%, loans and advances by
98%, operating profit by 83%, import by
96%, export by 98% and inward remittance
by 79%.

The following graph shows comparison of
core business performance:

SUBSIDIARIES OF
BANK ASIA LIMITED

During the year 2016, through BA Express
USA our expatriates sent USD 30 million
remittance to Bangladesh. To enhance
further flow of remittance BA Express

USA also established arrangement with
34 agents across New York City. With this
pace of remittance the management
expects that the company will come to
break-even within 2 years. The company
has been running for almost 3.5 years and
incurred a cumulative operating loss of
USD 0.74 million (BDT. 57.37 million). In
the year 2016, BA Express USA incurred an
operating loss of USD 0.20 million (BDT
16.10 million). The other foreign subsidiary
exchange house company, named as BA
Exchange Company (UK) Limited, sent
total GBP 8.86 million as remittance in
2016. The company has been running

for 5.5 years and incurred a cumulative
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operating loss of GBP 0.48 million (BDT
49.28 million). In the year 2016, BA Express
USA generated an operating profit of
GBP 949. The management is pursuing
cost optimization strategies to improve
health of those companies and turning
them to breakeven. However, it is worth
mentioning here that the network is
certainly profitable if we add the value
of those two foreign subsidiaries to the
parent company e.g. Foreign Exchange
float for import bill settlement and
opening of deposit customers’ Accounts
etc.

The sole subsidiary company in
Bangladesh, Bank Asia Securities Limited,
showed growth in terms of operating
performance during 2016, amidst mixed
capital market with relatively low trade
volume. The company made an operating
profit of Tk. 282.82 million on December
2016 whereas it was Tk. 43.89 million in
2015.

BUSINESS UNITS

Bank Asia’s overall operation is
concentrated in six major areas.

Conventional Banking: Bank Asia delivers
conventional banking services through 111
branches and SME service centers across
the country.

Islamic Banking: Banking Operation

has been operated through 5 Islamic
windows. All conventional branches also
provide Islamic Banking services through
SALAMAH desk.

Offshore Banking: One offshore banking
unitin Chittagong.

Credit Card: Total 47, 995 credit cards
issued, having a portfolio of Tk. 125.25
million.

Agent Banking: Provide Agent Banking
services in 49 districts through 1,150 agent
outlets.

Ektee Bari Ektee Khamar: 12,66,930
beneficiaries of 21,816 villages in 35
districts came under EBEK program.

CMSME BANKING &
AGRI/RURAL CREDIT

The Bank continued its drive towards
increasing its market share in CMSME
(Cottage, Micro, Small and Medium
Enterprise) and agricultural financing
besides corporate and retail segments.

In 2016 Bank Asia’s CMSME and
agricultural loan outstanding stood at Tk.
18,692 million and Tk.3,000.65 million
respectively.

CSR

Bank Asia has always been aware of its
Corporate Social Responsibility (CSR) with
an aim to ensure the Bank as a socially
responsible corporate entity contributing
towards better quality of life of the
society at large without compromising
our ecological conditions. During the
year, Bank Asia spent an amount of Tk.
109.06 million on CSR which covers a
vast area of education, health and other
under privileged sectors for the overall
betterment of the nation.

STRENGTHENING
CAPITAL BASE

For managing the overall risk exposure of
the Bank, our primary focus has always
been to strengthen our risk management
policy with a strong internal control
system. We maintained capital to total risk
weighted asset (CRAR) consistently above
the threshold (10% of RWA) of minimum
capital requirement. Bank Asia’s CRAR was
12.42% as on 31 December 2016 against
the required MCR of 10%. To support
healthy business growth and ensure
compliance with the Basel Ill capital
accord in line with Bangladesh Bank
roadmap Bank Asia has already completed
furtherissuance of Subordinated Bond of
Tk. 5,000 million as Tier 2 capital in April
2017.

NON-PERFORMING
LOANS (NPLS) MANAGEMENT

One of the core business priorities of Bank
Asia is to curb non-performing loans by
maintaining quality assets. In this regard,
Bank Asia’s credit approval process has
been framed to unveil and assess the
unforeseen inherent risk so that assets
quality will not deteriorate in the long
run. Additionally, early warning system,
precautionary actions were taken against
vulnerable assets. Above all, proper
monitoring and strong recovery drive
from branch and corporate office helped
maintain the quality of the assets of Bank
Asia.

In 2016, Debt Collection Unit under SAMD
(Special Asset Management Department)
was formed for further recovery drives of
written off loans. Executives of Corporate
Office got involved in recovery campaign
alongside with their normal desk activities
and came up with innovative ideas that
resulted in a huge NPL recovery in 2016.
The Bank ended the year with 5.41%
classified loan which amounted to Tk.
8,847.34 million.

CREDIT RATING

The long term credit rating of the Bank
has been upgraded from the previous year
whereas short term credit rating has been
stable for 4 years. The rating of the Bank in
2016 for long term was AA2 and for short
term was ST - 2.

AWARDS & ACCOLADES

Our Bank was awarded the 2nd position
under Integrated Reporting Category and
the “Certificate of Merit” for Best Presented
Annual Reports 2015, by the Institute of
Chartered Accountants of Bangladesh
(ICAB). Bank Asia also achieved Bronze
award for Corporate Governance
Disclosures 2015 by the Institute of
Chartered Secretaries of Bangladesh
(ICSB). For Sustainability Report 2015
Bank Asia achieved “Best Sustainability
Report in Bangladesh”, organized by
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NCSR (National Centre for Sustainability
Reporting) Jakarta, Indonesia in 2016.

STRATEGIC PRIORITIES
FOR 2017

® Robust and proactive risk management
culture will be nurtured at every level
of banking operation. The role of Chief
Risk Officer (CRO) has been redefined
as part of this process.

® Oneofthe top priorities will be
recovery of NPL and written-off
loan and restricting new inclusion
in classification through regular
monitoring. Both legal and non-
legal measures will be pursued to
expedite recovery process. Branch and
Corporate Office employees will work
in cooperation to reduce classification
rate to acceptable level.

® Corporate banking business will
be reenergized through process
reorganizing, acquisition of new
customers, improved business
intelligence and better customer
relationship management at both
branch and corporate office levels.

® Alongwith RMG & Textile, other key
target sectors for financing will be
power, infrastructure & construction,
steel & Iron, cement, pharmaceuticals,
healthcare, food & beverage etc.

® Endeavorto expand small, medium
and Retail loan portfolios which will
continue with the objective to reach at
the top position in the industry. Along
with the Branches, agent Banking
network will be utilized for loan
processing; tab-based Online Credit
Approval system (OCAS) will be used
for faster delivery.

Islamic Banking operation will go
through large scale expansion. As
permitted by Central Bank, online
financial transactions facilities will
be provided through all traditional
branches as well as through Islamic
Banking windows.

New business model for cottage, micro,
small and agri-loan segment will be
developed.

Loan monitoring, documentation
management, business proposal
tracking and other credit
administration processes and MIS will
go through automation.

Network expansion will continue in the
form of new agent outlets, booths and
branches.

Emphasis will be given to open more
number of accounts for increasing
retail deposit through all distribution
channels with a view to improve
deposit mix

Our commitment towards financial
inclusion will be strengthened and
carried forward further. Technology
driven new products and services
will be catered to the marginal and
unbanked people.

Put rein on operating costs.

Last but not least, Bank needs to manage
multifaceted risks in operation, business
as well as ICT. Therefore, we should be
mindful and remain vigilant to unexpected
events by strengthening risk management
process and governance framework. Our
continued focus on balanced growth,
diversified markets & products and proper
client selection anchored by our strong
balance sheet will place us in a favorable
position to capitalize new market
opportunities with the aim of leading the
Bank to a new height.

Md. Arfan Ali
President and Managing Director
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Segment
Analysis

Bank Asia
Consolidated

Operating
Revenue
(MillionTaka)
Conventional 19,704
Islamic 937

OBU 600

Local Subsidiaries 365
Foreign Subsidiaries 41

Total
Assets

(MillionTaka)

Conventional 231,520
Islamic11,932
OBU9,744

Local Subsidiaries 6,293
Foreign Subsidiaries 140

Bank Asia
Solo

Operating
Revenue
(MillionTaka)

Conventional 19,704
Islamic 937
OBU 600

Total

Profit

before tax
(MillionTaka)

Conventional 2,856
Islamic 242

OBU 189

Local Subsidiaries 171
Foreign Subsidiaries -16

Profit
before tax

(MillionTaka)
Conventional 2,856
Islamic 242

OBU 189

Assets

(MillionTaka)
Conventional 231,520
Islamic 11,932

OBU 9,744
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World
Economy

In the year 2016 the world economy
witnessed few big affairs which have
materially affected world economy
delineated as below:

® Thisyearthe UK has decided to leave
the European Union which turned
into negative in the world economy
specially in money market and capital
market

® Winning of Republican candidate
Donald Trump in the USA President
election is indicating change of world
economy (e.g.10% import duty may
impose and few trade agreement
might cancel which may turn
negatively in the world economy)

® 11 Petroleum exporter countries
(Non-member of OPEC) reached in an
agreement regarding the oil supply
which is the first time of last 15 years

@ Cancelling Indian currency note of
Rs.500 & Rs.1,000 as an action against
black money

® Finally cyber hacking has been turned
into matter of concern for every
country in the upcoming years

oy >

Board of
Directors at
17" AGM
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GLOBAL GDP GROWTH

Global GDP growth for the year 2016 is
estimated at a low of 3.1 % from 3.2% and
projected to rise at 3.4 % in 2017. Across
major advanced economies, growth in the
United States slowed markedly, from 2.6 %
in 2015 to an estimated 1.6 % in 2016. Euro
Area growth slowed from 2 % in 2015to 1.7
% in 2016, as both domestic demand and
exports lost momentum. Growth in China
is estimated to have slightly decelerated

t0 6.7 % in 2016. South Asia’s growth
remained steady at an estimated 6.8 % in
2016, the same pace as in 2015, buoyed

by robust domestic demand. South Asia is
now the fastest-growing emerging market
and developing economic (EMDE) region.
Since 2013 growth in India (a country that
represents four-fifths of South Asia’s GDP)
is estimated to reach 7.2 % in financial year
2017. Bangladesh’s growth is expected to
ease to astill solid 6.9 % in FY2017 (ending
on 30 June 2017), from the official estimate
of 7.2 %.
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GLOBAL UNEMPLOYMENT

Global unemployment experienced
significant slowdown throughout the year
2016 and still the situation is going to be
worse in future year as International Labor
Organization report has projected. In
particular, rising jobless numbers in China,
Brazil, Russia and elsewhere will offset
improvements in the US and Europe. The
U.S. unemployment rate is forecast to fall
from 5.3 % in 2015 to 4.9 % this year and
4.7 % in next year. Unemployment in China
will nudge upwards from 4.6% last year to
4.7% this year, according to the forecasts.
The unemployment rate in Japan already
among the lowest in the world, is forecast
to fall further over the next two years,

from 3.3% on average last year to 3.1% in
2017. The euro zone unemployment rate is
forecast to fall from 11.6 % in 2014 to 10.9
% in 2015, 10.7 % in 2016 and 10.4 % in
2017. Responding urgently and vigorously
to the scale of the global jobs challenge is
key to sustainable development.

GLOBAL INFLATION

The upward trend in global inflation
remained intact in December, rising from
3.3% in November to 3.7%. December’s
inflation marked the highest rate in more
than three years. The increase stemmed
mainly from higher commodity prices,
which caused inflation in many major

i
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economies. While low commodity prices
keptinflation contained in advanced
economies, economic imbalances fueled
price pressures in emerging markets. This
year, the Focus Economics panel projects
that global inflation will rise to 4.4% in
2017. The rise is mainly due to higher
energy prices in the wake of a recovery in
crude oil prices.

GLOBAL FDI

Global FDI flows fell 13% in 2016, reaching
an estimated USD 1.52 trillion, in a context
of weak global economic growth and a
lacklusterincrease in the volume of world
trade. Equity investments at the global
level were boosted by a 13% increase in
the value of cross-border mergers and
acquisitions (M&As). At the regional level,
falling flows to Europe (29%), Developing
Asia and Oceania (22%), Latin America
and the Caribbean (19%) and Africa (5%)
reduced the global total. In contrast,

FDI flows rebounded among transition
economies (38%) and more than doubled
in other developed economies.

buSiness =
REVIEW2016 v
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OUTLOOK 2017

Economic activity in both advanced
economies and emerging market &
developing economies (EMDEs) is
projected to accelerate in 2017-18, with
global growth projected to be 3.4% and
3.6%. Advanced economies are now
projected to grow by 1.9% in 2017 and
2.0%in 2018.

U.S. GDP growth will rise to 2.3% in 2017.
That’s better than the 1.9% estimated
for2016 and the same as 2015’s growth
rate of 2.1%. The increase in Gross
Domestic Product will flatten to 2.5% in
2018. The unemployment rate will drop to
4.5% in 2017 and 2018. That’s better than
the 4.7% rate in 2016, and the Fed’s 6.7%
target.

Looking ahead, economic fundamentals
are supportive of a potential rebound

in FDI flows in 2017. Global economic
growth is projected to accelerate in the
coming year, reaching 3.4% compared to
the post-crisis low of 3.1% in 2016. Growth
in developed countries is expected to
improve, including in the United States
through fiscal stimulus. Emerging and

-
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developing economies are also forecast
to rebound significantly in 2017, led by a
sharp rise in growth in natural resources
exporting countries as commodities prices
are expected to increase, especially for
crude oil. Moreover, greater economic
activity will help boost world trade
volumes, which are forecast to expand

by 3.8% in 2017 compared to just 2.3%

in 2016. In this context, investment
activity may also quicken. UNCTAD
(United Nations Conference on Trade and
Development) projects that global FDI
flows will increase by around 10% over the
year.

Source

World Economic Outlook Update January 2017
World Economic Situation and Prospects 2017
World Employment Social Outlook 2016

Annual
Business
Conference
2016
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Bangladesh
Economy

In 2016 growth in Bangladesh exceeded
expectations, supported by revived exports
and sustained domestic consumption.
Gross Domestic Product grew by 7.11% in
2016 which was higher than the projected.
While larger exports and modest imports
kept the current account in a better
surplus. Bangladesh’s per-capita income
also increased to USD 1,465 from USD
1,316 in the previous year. Inflation rate
was 5.9%; lower than the 2015’s 6.4%.
Bangladesh’s foreign currency reserve
crossed a record USD 32 billion; enough
to meet the country’s import bills for
nine months. As per the Purchasing
Power Parity (PPP) Bangladesh has

now stood at 33rd position among the
world’s economies which is a clear sign
of gaining gradual economic strength,
But rise of non-performing loans, lower
capital adequacy and the overall lack of
governance are some challenges for the
economy. Bangladesh would continue to
drive its ambitions for becoming a higher
middle income country.

AGRICULTURE SECTOR

Agriculture Sector is the single largest
producing sector of economy. Bangladesh
is primarily an agrarian economy
contribution about 15.4% of the country’s
GDP and employing around 60% of the
total labor force. The performance of

this sector has an overwhelming impact
on major macroeconomic objectives

like employment generation, poverty
alleviation, human resources development
and food security. However, in FY16,
agriculture sectoris in a declining growth
of 2.8% compared to 3.3% in FY15, due
mainly to the weaker growth in crops and
horticulture sub-sector. Growth in FY17 is
expected to be moderate to 2.4% as low
domestic rice prices discourage farmers’
expansion of crop area. Moreover, this
sector’s share also decreased to 15.4% of
total GDP in FY16 from 16% of total GDP in
FY15.

INDUSTRY SECTOR

This sector continued as a key driver for
the economic growth. The growth of
this sector accelerated strongly to 11.1%
in FY16 from 9.7% in FY15, buoyed by

power, gas and water supply, and mining
and quarrying sub- sectors. In 2016, the
manufacturing activity which mainly drives
this sector grew by 11.7% reflecting a
strong performance by large and medium
scale enterprises (12.3%). Similarly, small
scale manufacturing registered a higher
growth of 9.1% in FY16 compared to 8.5%
in FY15. The percentage share of the
industry sector in GDP increased from
30.5% in FY15to 31.5% in FY16.

SERVICE SECTOR

In FY16, service sector grew by 6.3%
compared to 5.8% in FY2015. Its growth
was broad-based and covered public
administration, defense, education, health
and social work, transport, storage and
communication sub-sectors. The new
public pay scale provided a significant
boost to public administration and
defense sub-sector. The percentage share
of the service sector in GDP reduced from
53.6% in FY15t0 53.1% in FY16.

FISCAL SECTOR

Expenditure

The total expenditure in the revised budget
for FY16 amounted to Tk. 2,645.7 billion
(15.3% of GDP) which was 29.5% higher
than the actual expenditure in FY15. The
current expenditure in the revised budget
for FY16 stood at Tk. 1,503.80 billion
(8.7% of GDP) which was 26.4% higher
than the actual expenditure of Tk. 1,189.9
billion in FY15. The Annual Development
Program (ADP) for FY16 was revised
downward by 6.2% to Taka 910 billion.

In revised budget for FY16, it is found

that nearly, 43.5% of the total ADP was
spent on the infrastructure sector (power,
oil, gas and natural resources, transport
and communication), 17% on the social
sector (education, religious affairs, health,
nutrition, population and family welfare),
and 5.2% on agriculture sector.

Revenue Collection

The revised total revenue receipts in
FY16 stood at Tk. 1,774.0 billion, which
was 14.9% lower than initial target.

It was 21.5% higher than the actual

revenue receipts in FY15. The tax revenue
constituted 87.6% of the total revenue
receipts and was 20.7% higher than the
actual tax collected in FY15. The non-tax
revenue of FY16 was 28.1% higher than
that of FY15. In the revised budget for
FY16, total revenue receipts as percentage
of GDP stood at 10.3% which was 9.6%

in FY15. The total tax revenue receipts

as percentage of GDP was 9% in FY16
which was 8.5% in the preceding fiscal
year. Similarly, the total non-tax revenue
receipts as percentage of GDP stood at
1.3% in FY16 which was 1.1% in FY15.

EXTERNAL SECTOR

External sectors in Bangladesh Economy
such as export, import and remittance
have always played crucial role in
Bangladesh Economy. However, impact of
these sectors has not been consistent.

Export

Export growth was 9.80% in FY16 to USD
34,257.2 million from USD 31,208.9 million
in FY15. Apparels (woven garments and
knitwear products) constitutes the largest
share of exports which is about 82% of
total export earnings, registered a strong
growth from USD 25,491.4 million of FY15
to USD 28,094.1 million in FY16. In calendar
year 2016 export stood at USD 34,956
million compared to USD 32,379 million
having 7.96% growth.

Import

Total import in FY16 stood at USD 39,715
million registering a positive growth of
5.5% compared to USD 37,662 million

in FY15. Import of food grain recorded
significant negative growth of 29.1%

in FY16 mainly due to decrease of rice
import. Except negative growth of milk &
cream (22.4 %) and sugar (17.4 %), all other
items showed positive growth. Capital
goods and others categories grew by 9%
to USD 17,863.4 million in FY16. In the year
2016 import stood at USD 41,167 million
compared to USD 39,468 million having
4.30% growth.
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Remittance

The remittance witnessed fair earnings

of USD 14,931.16 million in FY16 which is,
however, 2.52% lower compared to USD
15,316.92 million in FY15. The shortfall of
remittance is due mainly to the prolonged
decline in oil prices and economic
downturn in the GCC countries. Exchange
rate is also responsible for the slower
remittance inflow in formal channel as
expatriates get higher prices for dollars in
the carb market (Informal channel). In the
year 2016 remittance stood at USD 13,611
million compared to USD 15,317 million
having 11.13% negative growth.

FOREIGN DIRECT INVESTMENT (FDI)
FDIinflow increased by 9.3 %, crossing
the USD 2 billion mark for the first time.
Portfolio investment, however, decreased
significantly by 67.3 % to USD 124 million
in FY16, partly reflecting the lower yield

in government securities. Foreign Direct
Investment (FDI) is now an important
driver of the financial account.

BALANCE OF PAYMENTS (BOP)

The current account improvement
stemmed from strong export earnings and
a pickup in income from services. During
the same period, overall balance recorded
a surplus of USD 5,036 million compared
to USD 4,373 million in FY15Trade Balance
recorded a deficit of USD 6,274 million
during FY16 as compared to the deficit of
USD 6,965 million during FY15. Significant
growth of gross exports along with slight
import growth led to lower trade deficit.
The workers’ remittances recorded 3%
decrease in FY16. The current account
balance increased substantially from USD
2,875 million surplus in FY15 to USD 3,706
million in FY16.

INFLATION RATE

Annual average CPI inflation has continued
its declining trend in FY16 asin FY15. The
headline inflation rate stood at 5.92% in
June 2016, while it was 6.40 percent in
FY15. Asharp fall in food inflation resulting
from sufficient food-grains supply mainly

contributed to the decline of headline
inflation. Point-to-point food inflation
decreased t0 4.23% in June 2016 from
6.32% in June 2015. Non-food inflation
gradually increased to 7.47% in June 2016,
which was 5.99% in June 2015.

EXCHANGE RATE

In FY16, Taka experienced a depreciation
of 0.77% against US dollar compared to
0.22% depreciation in FY15 due mainly to
BB’s interventions in the foreign exchange
market to maintain stability as well as

to ensure external competitiveness. The
weighted average inter-bank rate stood
at Tk. 78.40 per USD as of 30 June 2016
against Tk. 77.80 per USD as of 30 June
2015.

MONETARY POLICY

Bangladesh Bank pursued cautious

but growth-supportive, inclusive and
investment friendly monetary policy
stances in FY16 with a view to achieving
desired economic growth and maintaining
inflation at a moderate level. Monetary
policy was designed to contain average
inflation at 6.2% and attain output growth
of 7.0% as per aspiration of FY16 national
budget. Domestic credit grew by 14.4%
against the targeted growth of 15.5% for
FY16 and actual 10.1% growth in FY15.
Growth in public sector credit stood at
3.3% against the targeted 18.7% in FY16,
while public sector credit growth was
negative 2.5% in FY15.

MONEY SUPPLY

Broad Money (M2) grew by 16.3% in FY16
against 15.0% targeted and 12.4% actual
growth in FY15. Broad money growth
above the targeted level can be attributed
to buoyant growth in net foreign assets
(NFA). Growth in NFA stood at 22.8%
against the targeted growth of 11.1% for
FY16. Higher growth in NFA above the
target is the outcome of higher export
growth along with moderate import
growth.

INTEREST RATE
The weighted average interest rates on

deposits moved upward from FY11 to FY13
and then started declining from a pick of
8.54% in FY14 t0 5.54% in FY16. Similarly,
weighted average interest rates on lending
also moved upward from FY11 to FY12 and
gradually declined from a pick of 13.75% in
FY12 to 10.39% in FY16. Access to foreign
financing facilities at lower interest rate,
the subdued policy rate coupled with
stringent loan practices by Bangladesh
Bank contributed to decline in interest
rates both on deposits and lending. The
spreads between lending and deposit rates
were above 5% from FY11 to FY14 which
declined to 4.87% in FY15 and further
marginally declined to 4.85% in FY16.

CALL MONEY RATE

The weighted average interest rate in the
call money market ranging from 3.67% to
5.71% during FY16. During the same year
the average volume of transaction in the

call money market increased by Tk. 43.58
billion which was 3.74% higher than that
of FY15.

FOREIGN EXCHANGE RESERVE

Foreign exchange reserves grew steadily
(20.55%) over FY16, which crossed the USD
30 billion mark on 27 June 2016, hitting a
new record. As of 30 June FY16, reserves
stood at USD 30.17 billion. BB prioritized
capital preservation while increasing
returns by diversifying the foreign asset
portfolio in bonds (issued by sovereign,
supranational and highly reputed foreign
commercial banks), Treasury Bills and
Treasury Notes of US Government and in
short term deposits with internationally
reputed foreign commercial banks. At the
end of 2016 reserve reached at USD 32.09
billion.

SOVEREIGN RATINGS

Bangladesh achieves Ba3

(Moody’s) and BB-(Standard and

Poor’s) with stable outlook for the 6™
consecutive years. Stable real GDP growth
and strong external balances have helped
Bangladesh to achieve BB- rating with
stable outlook from Fitch Ratings for the
fourth time.

www.bankasia-bd.com
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OUTLOOK OF 2017-THE OPPORTUNITY
& CHALLENGES

® Major economic indicators performed
strong in the outgoing year 2016,
the economy is showing prospect of
maintaining the steady growth pace in
2017.

® Theeconomy ison the edge toreach a
respectable growth rate of 7.2% in the
year 2017 if political stability exists.

® Reducing inflation to 5.8% during FY17
will be challenging but achievable.

® Private sector credit growth has been
targeted to grow at 16.50% by 2017 to
achieve the desired growth.

® Export growth in FY17 is projected to
improve to 8%.

However, there are a number of challenges
for the Bangladesh economy for journey

in 2017. Sharp decline in remittance inflow
poses a ‘major challenge’ for the country’s
economy in the Year 2017. Chronic slow
private investment, growing bad loans and
capital flights are also challenges for the
New Year.

Source
Bangladesh Bank Annual Report 2015-2016
Asian Development Outlook 2016

Board of Direct
EC of the Board

®
w
)
-
)
S
o

President & Managing
Director

Recommendation

Corporate Office

Proposal

Client Origination
CACO/ MACO

Proposal

Diagram
Credit Approval
System of Bank Asia

Credit Committee

Fine-tuned
Proposal

Risk
Assessment

Risk
Mitigation

Satisfaction

Branch Credit Committee

Application
Decision

Customer

Credit Risk
Management

>
[
=
-]
=
-
=
<
=)}
=
>
(]
-
[-3
[}
<

Recommending
Authority

Appraisal & Processing

Proposal Origination

58

www.bankasia-bd.com



Banking Industry
Exploring 2016

The year 2016 was a bit different than

the previous year. Political stability

has facilitated the banks for earning
handsome operating profits in 2016
despite a gradually fall in lending rates
and militant attack on Holey Artisan.
Improved and faster services have also
helped the bank for booking new clients
in the just concluded year. Last year, banks
succeeded in making higher profits which
helped GDP growth cross 7% and credit
growth increased to 16.80 % in fiscal 2016.
With regard to the downsides, declining
trend of remittance inflow has remained
anagging concern. Agent banking system
is triggering interest for banks to launch
as itis cheaper to operate than branch
banking. Overall banking industry is more
matured now except the bad loans issue.

REGULATION OF THE BANKING

BANKING SECTOR IN BANGLADESH

The year 2016 witnessed an intense competition among banks in terms of rates. The rate
of interest on savings deposit ranges from zero to 4%; most of the banks are giving 2% to
3% interest. Total deposit of the banking sector showed a growth of 13% and stood at Tk.
840,268 crore at the end of December 2016. Similarly, total advances stood at Tk. 713,113
crore with a growth of 15% from last year. This year, the banks” average CRAR (Capital to
Risk Weighted Asset Ratio) was 10.62%. The CRAR of the private commercial banks was
11.96% and that of the foreign banks 23.80%. However, the average of the state banks
CRAR was 5.80%. The private banks did not have any shortfall; rather, their surplus was Tk.
8,478 crore where the foreign banks’ surplus was Tk. 5,156 crore.

The call money rate has plummeted to a record low; the rate fell to 3.62% in December
2016. As of September 2016, the cumulative NPLs of the banks reached Tk. 65,731 crore or
10.10 % of the total outstanding loans. If the written-off loans are added to the NPLs, the
amount will come to Tk. 110,000 crore. The amount of provisioning shortfalls rose to Tk.
5,470 crore as on December 31 from corresponding Tk. 4,283 crore of the previous years.
Internet banking transactions recorded a growth of 41% in 2016. A total of Tk. 30,752 crore
was transacted through internet banking which was Tk. 21,757 crore in 2015.

MONETARY AGGREGATES (Y-0-Y GROWTH IN %)

Actual Program

INDUSTRY Item Jul16 MPS Jan 17 MPS
Bangladesh Bank Order 1972 and the Junié Nov 16 Jun17 Jun17
Bank Compames Act 1991 and.su bsequent et Foreign Assets 278 196 10.6 101
amendment in 251,3 mainly gu'dhe the Net Domestic Assets 143 118 17.1 17.3
(éomrredroahl gan ks [lgnBBabngladehS ’ l Domestic Credit 14.4 12.3 16.4 16.4
bar?E ax eri than ( r\>;i ermg tnfrcTnt:/a ’ Credit to the public sector 33 -1.3 16.1 16.1
thae baenEins seeci(l;rpeBB fsoorn{ E[)atesoasng € Credit to the private sector 16.8 15.0 16.5 16.5
. & ) n Broad money 163 13.8 15.5 15.5
implements monetary policies, manages

foreign exchange reserves and supervises Reserve money 30.1 185 14.0 14.0
banks and non-banks financial institutions

(NBFIs).
STRUCTURE OF THE BANKING SYSTEM IN BANGLADESH (UPTO JUNE, 2016)

: : 5
Type of Bank . ahJCL Ex—plzr::::zre DeF(’i‘:IS“S G As(?relts incl/::tfry R
1 0, 0, 0,
Banks Branches Ratio Billion) Deposits (%) Billion)  Assets (%) (%)

State Owned Banks (SCB) 06 3,700 99.2 2,447.4 29.0 5.8 3,219.1 26,1 95 -0.2
Specialized Banks (DFI) 02 1,407 132.2 2474 29 -34.7 302.2 25 95 20
Private Banks (PCB) 39 4271 73.5 5,382.3 63.8 119 8,254.6 67.0 94 0.7
Foreign Banks (FCB) 09 75 45.0 3589 43 238 550.6 45 132 2.7
Total 56 9,453 79.8 8,436.0 100.0 103 12,3264 1000 7.1 0.4

Banks are the mechanism of developing the socioeconomic status of the country by
financing in productive sectors. However, in the context of globalization, banking sector
is facing enormous competition due to increasing number of banks and expanding
market economy. As a result, banks are to ensure their service as efficient and effective as
possible. However political stability is inevitable for sustainable economic condition.

www.bankasia-bd.com
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Review of operations of

Bank Asiain 2016

Stable political as well as business
environment leads the economy to grow
moderately but still the banking industry
had to pass another challenging year in
respect of excess liquidity pressure, rising
non-performing loan, declining interest
rate on loans and advances, lower rate on
T-bill/bond and so on. Yield on advance

of the bank declined by 1.11% in 2016

and reached 9.86% from 10.97%. Bank’s
total assets reached Tk. 253,196 million

in 2016 compared to Tk. 224,347 million

in 2015 with a growth of 12.85% and total
capital reached Tk. 24,775 million from

Tk. 22,837 million in 2015 with a growth of
8.49%. Deposit reached Tk. 191,273 million
compared to Tk. 169,827 million with a
growth of 12.63% and Loans and advances
was 19.95% higher than the preceding year
and stood at Tk. 163,610 million.

Bank’s import increased by 13.50% and
stood at USD 1,824 million (Tk. 148,724
million) where in 2015 it was USD 1,607

million (Tk. 129,930 million). Export
increased by 13.28% and reached USD
1,286 million (Tk. 103,139 million) which
was USD 1,135 million (Tk. 89,275 million)
in the previous year. Inward remittance

in 2016 showed a negative growth of
-3.62 % and reached USD 532 million

(Tk. 41,665 million) compared to USD
552 million (Tk.42,997 million) in 2015.
Although bank’s core income increased
but investment income exhibited negative
growth for reduction of yield on treasury
bill/bond. Operating profit and net profit
after tax of the bank stood at Tk. 5,921
million and Tk. 1,546 million respectively.
The Bank restrained classified loans (CL)
ratio to 5.41% at the year end.

The Bank is standing on sound footing
where strong capital base is playing a key
role for smooth business growth. This
strong capital base helped the Bank to
maintain a very satisfactory Capital to Risk
Weighted Assets Ratio (CRAR) of 12.42%.

To maintain the increasing demand of
customers for our innovative services and
a balanced distribution of network, the
Bank opened 7 new branches in 2016. The
whole network of Bank Asia now consists
of 105 branches, 6 SME service centers,

5 Islamic windows, 119 own ATMs and
more than 5,000 shared ATMs, 1 Brokerage
Company in Bangladesh and 2 exchange
houses located in UK and USA. The Bank
is also operating 2 branches of BA Express
USA Inc. in New York since 2014. All the
operations of the Bank are interconnected
and integrated through state of the art
networking technology.

Corporate Banking

Like earlier years, 2016 has been no
different for corporate business of the
Bank while anticipating to accomplish
almost the entire budget set at the very
inroad of that year and to leapfrog 2015
corporate advances by a decent margin.
Opening with a new style ‘Corporate

& Large Loan’ from earlier ‘Corporate
Assets & Client Origination’ and enduring
changes in the business perspectives of
the Management around the middle of

the year, the Bank has manoeuvred its
corporate business, the prime earning
engine, exceedingly well and even beyond
expectation to some extents. The Bank
has by the time streamlined its exposure
to major corporate business sectors,
which are large scale manufactures
including food, beverage, RMG and textile,
construction, transports, institutions, trade
services, housing and utility services etc.

Bank Asia financed
3 MWp (megawatt
peak) Grid-Tied SPV
(under construction)
Independent

Power Plant at
Sharishabari,
Jamalpur for EUR
5.17 million

The newly-designed five strategic arms
that have been overseeing the Bank’s
corporate business through rendering
tailor-made services are as follow:

® General Corporate Finance: Two wings
formed for proper administration
under General Corporate Finance
deal with all general modes of finance
spreading from short term to long
term in nature in the likes of Demand
Guarantee, Letter of Credit, Demand
Loan, Loan against Trust Receipt, Time
Loan, Term Loan, Lease Finance etc.

® Export Finance: Export Finance,
emerged as a standalone department
under Corporate & Large Loan,
facilitates export oriented clients in
a more resourceful and proficient
manner while identifying business
needs and devising a wide array of
services for capital expenditure (CAPEX)
and working capital engagement in the
special forms of Back to Back Letter of
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Credit, Packing Credit, Bill Purchased
and Discounted etc.

® Syndication and Structured
Finance: Another department under
Corporate & Large Loan that also
runs on standalone basis deals with
arrangement of fund for large projects
of corporate clients thereby spreading
the risk amongst the partner Fls/Banks
and it also offers agency and advisory
services like merger and acquisition,
securitization etc.

® Project Finance: Project Finance deals
with assessment of viability of the
projects in respects of their marketing,

financial, technical and economic
aspects and alongside, it facilitates
corporate clients to meet their projects’
financial requirement more in tune
with expected cash flows.

® Credit Restructuring: The freshly-styled
unit closely monitors performance of
downgraded clients and counsels, if
necessary, those clients to overcome
from snags for improvement in debt
service capability and to be regularin
the end.

Syndication & Structured Finance

Our Syndication & Structured Finance
Unit (SSFU)has developed a dedicated
relationship team which provides
innovative and customized solution

to the leading corporate clients. The
Unit specializes in product structuring,
fund raising and participation under
Syndication arrangement, agency
functions and advisory services. They

cover both offshore and onshore solutions.

In addition to the Syndicated facilities, the
team is providing financial support to the
power sector projects.

Syndication & Structured Finance Unit
(SSFU) has a diversified portfolio with
emphasis on financing in infrastructure,
industrial service oriented projects,
power projects, refinery plant, textiles,
ceramics, pulp & paper, telecom, steel,
cement etc. The unit also plays a vital
role to accommodate different types of
large scale loans for the Bank’s corporate
clients- i.e. Project Term Loan (Local

& Foreign Currency) including BMRE

of projects, working capital financing,
Short Term Loan, financing under Long
Term Financing Facility (LTFF), offshore
financing, bridge financing, financial
instruments etc.

MAJOR ACTIVITIES 2016

® TheBankwasinvolved in 4 new
Syndication and Club-Financing deals
with a participation of Tk.4,200 million.

With the shifting of focus more on
sustainable and inclusive growth and in the
wake of business process re-engineering,
corporate business of the Bank is getting
ready to make things positively differentin
the industry ensuing new year by aspiring
growth prospects for more than twenty
percent and by incorporating new arsenal
in its paraphernalia for a performance like
no other to edge past all in the time not so
distant.

Besides, we have extended USD 22
million as Bridge Finance in the Power
Sector.

® Worked as Agent of 3 Syndicated Term
Loans amounting to Tk. 3,700 million
where more than 20 (Twenty) Banks/
Fls are involved.

® Tk.1,604.29 million of Syndicated Loan
adjusted.

Agency services
provided as Lead
arranger of the
vertical roller

mill from cement
industry financed by
Bank Asia

www.bankasia-bd.com
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CMSME Bankin

From the year 2015, MSME Division and
Retail Division has been incorporated
under Small, Medium & Retail business
segment. MACO, Small Enterprise, Micro
Finance Unit and Agricultural unit are
reconstructed under MSME.

COTTAGE, MICRO & SMALL
ENTERPRISE FINANCING

In CMSE Department, we create, direct
sourcing of business and plan our product
promotion as well as boost up financing
through taking various initiatives/events
round the year. Bank Asia is quite different
from other banks in terms of selecting
borrower and financing. Besides, we are
strongly focused on cluster financing,
grooming-up new entrepreneurship,
promoting women entrepreneurship,
creating business network for CMSE
entrepreneurs and financing in

untapped areas to underserved people.

In 2016, we got huge media coverage

and recognization nationally for our
outstanding work/support to SME
entrepreneurs, e.g., one of our customer
achieved “Best Micro Entrepreneurship
Award 2016” from SME Foundation and a
women entrepreneur (born blind) and her
enterprise “Nokshi Bangla”, a boutique
house, got news feed in the daily Prothom
Alo. There are many examples of how Bank
Asia is opening the door of prosperity to
many entrepreneurs of the country.

In the year 2016, Bank Asia remained
closely concomitant with different MSME
activities.

Major Activities in 2016

® The CMSE Department of the Bank
arranged Women Entrepreneur
Gathering & Product Display Fair 2016

® BankAsia participated in MSME
Banking Fair and International
Conference on Development of
Micro, Small and Medium Enterprises
(MSMEs) in Bangladesh

® MoU Signing with SME Foundation
(SMEF) for financing in the handloom &
specialized cloth production in North
Bengal Region, situated at Adamdighi,
Bogra

® BankAsia’s client Saju International
Trading Company was awarded “Best
Micro Entrepreneurship Award 2016”

® The CMSE Department arranged a
Financing Ceremony of Jamdani
Cluster at Moikoli, Tarabo, Rupgonj
for distributing sanction advice, worth
of BDT 3.05 million to 12 women led
Jamdani crafting units

® The CMSE Department of the Bank
arranged launching of new product
titled ‘Bondhon’ and Financing
Ceremony for the Handloom &
Specialized Cloth Production
Entrepreneurs in Bogra

® TheBankalso participated in the ‘3rd
SME Banking Matchmaking Fair 2016
held at 10th Int’l Women’s SME Expo
Bangladesh - 2016 in Chittagong

3rd SME
Banking
Matchmaking
Fair 2016

Cluster Financing

As a full-fledged commercial bank,

Bank Asia also adopted a cluster-based
approach for financing cottage, micro,
small and medium enterprises (CMSMEs).
We are achieving through extending
banking services to recognize SME
clusters by adopting a 4-C approach:
Customer Focus, Cost Control, Cross

Sell and Containing Risk. In different
CMSME clusters the outstanding amount
is Tk. 27.84 million. Currently the bank is
involved in developing and financing in
the following clusters-

Electric & electronic cluster- Jurain,
Muradpur, Kadomtoli, Syampur, Dhaka.
Hosiery Cluster - Jurain, Kadomtoli, Dhaka.
Bamboo & Cane Cluster - Rajanagar,
Sirajdikhan, Munshigonj.

Shitol Pati Cluster- Joynshar, Sirajdikhan,
Munshigon.

Jamdhani Cluster - Moikoli, Tarabo,
Rupgonj, Narayangon.

RMG Cluster - Dolagaon, Nimtola,
Munshigon.

Handloom Cluster - Adhamdighi, Bogra.
Pottery Cluster - Ultapara, Noihati,
Kaliakoir.

® The Cottage, Micro and Small Portfolio
stood at Tk. 5,441.18 million compared
to previous years Tk. 3,414.66 million

® Total 2,440 no. of new CMSE borrowers
were introduced into the CMSE
portfolio in 2016

® Total MSME portfolio in Trading,
Manufacturing, Service and Women
Entrepreneurship is Tk. 18,692 million

MSME
Portfolio
in 2016

In Million Taka

® Trade 10,187

® Manufacturing 3,368
Service 4,757

= \WE 380
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Agriculture/Rural Credit

Status of Agricultural/Rural Credit as on 31-12-2016 is given below:

Million Taka
Bank Asia Ltd. has been working for rtieulare Direct NGO ol
rgral development of our country Network Network
since long. Total 500,890 farmers have 5 .
been benefited from the Bank till date. Isbursemen
(from 01-01-2016 to 31-12-2016) 211.26 3,107.85 3319.11
Outstanding (as on 31-12-2016) 165.90 2,834.75 3,000.65
No. of beneficiary 1,052 30,164 31,216
FINANCIAL INCLUSION
Bank Asia has been financing to account holders of 10 Taka under
refinance scheme @ 9.50% interest rate.
Bank Asia with the help of USAID Agricultural Extension Support Activity
introduced A-card (Agriculture card), for the first time in Bangladesh,
to facilitate marginal farmers get agri-loan in card and make necessary .
payment for seeds and fertilizer. We have disbursed Tk. 15.64 million to 451 1'7}"3‘1Ial
beneficiaries in 2016 under the scheme. Finance
Program of
2016
Financial
Support to
10 Taka account
e holders @ 9.50% Financial
@) et Amount: Tk. 11.69 Support in
v million special crop sector
o Beneficiary: 299 poor @ 4% concessional
SFACTONDV k(4 2w ame peop le rate

Presubent and Naragng Doectir
Band foka Lominnd

Noad (Afice

Rk

Pangladenh Rand b plossed to complient youi und your honk for
aBieving the Lidwrsement Larget of Agricwural and’ Kural Credit
Jor 18 FV 20sqas B wendd be Mpkly appvectated |f yow contimns
your  wheltheartod  sgpeet  and mwdeavinr 0 facicatmg
Agricudural and Tosral Cradit Progravme of Dengladish Senk in
fature.

M s

(Fazie Xabir)

Nt e S, T S, ghabodl, o 3 WO B Vo3 B0
e o gr———— oy b

CENTRAL BANK’S APPRECIATION

An appreciation letter received by Bank
Asia from Bangladesh Bank for achieving
110% of the agri/rural credit disbursement
target set by the central bank.

Branch: Faridpur,
Bogra, Aglabazar,
Nimtola, Rajshahi,
Sirajdikhan SME/
Agri Branch.

Poultry farm
financed by
Bank Asia |

Amount: Tk. 1.09 million
Beneficiary: 13 poor
people

Branch: Bogra, Rangpur
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Mid-segment Enterprise Financing

For trade and industry development
Small & Mid-segments are always
emphasized by Bangladesh Government.
These enterprises are considered as an
‘employment generation vehicle’ and
contributed heavily in GDP and poverty
alleviation. Accordingly, Bangladesh Bank
encourages banks extending loans to

this preferential sector for more financial
inclusion. Bank Asia also echoed the same
preference.

Mid-segment Enterprise (ME) has been
formed with a view to handle the credit
proposal of mid-market assets ranging
from Tk. 10 million to Tk. 300 million.
The main objective of this department
is to manage the mid-market assets i.e.
low- end corporate assets and emerging
corporate assets and to maintain strong,
effective relationship with the clients of

this segment. It deals with the unique need

from the different sectors’ customers like
Industries, Infrastructural, Commercial
Lending, Real Estate finance etc. Currently
it deals with almost 4,365 customers
having an exposure of Tk. 20,826.07
million with the expectation of growth
continuation in 2017 as well.

At the moment industry size of SME of
Bangladesh is approximately of

Tk. 1,620,000 million in terms of funded
outstanding with all banks of our country
with huge growth prospect in regard to
advance, import and export.

Direct client contact to prevent
deterioration of assets quality

Negotiate with clients to ensure further
financing, if necessary, in line with
Bangladesh Bank instructions

Regular visit to clients for special
attention as per requirement

Set strategies through discussion
with the branch officials to pursue the
alarming clients

Initiate and review early alert report
& exceptional list (client’s details with
irregularities) on regular basis

Review monthly statement of branches
credit portfolio and communicate to
the Credit Committee on monthly basis

Credit Administration

The major function of Credit
Administration Department (CAD) is to
ensure quick, smooth and safe running
of the operations against the most critical
functions of loans and advances extended
to the borrowers. Its main objective is to
support and control the extension of all
credit centrally by systemizing the credit
facilities and security documents as per
terms and conditions of sanction letters,
working with CIB operation, regulatory
reporting, monitoring expired loan,
deferral documents and checking copies
of major security documents. As the bank
is growing in terms of number of outlets
and size of loans, diverse products and
clients, complex process and procedures
for compliance requirements, the role

of credit administration department is
challenging and crucial.

DEPARTMENTAL ACTIVITIES IN 2016

i. Systemized 2,20,648 number of jobs including changes of limit, terms & conditions,
changes of interest rate, installment size, number of installment modification, allowing
of EOL / L/C, time extension of composite limit along with deferral.

ii. Checked 83,842 no. of major documents against 6,733 borrowers.

iii. Monitored 23,698 no. of accounts (Past due loans) and reviewed 9,221 no. of expired

loans accounts for regularization.

iv. Monitoring deferral documents of 486 clients of all branches.

v. Downloaded CIB reports of 39,751 no. of borrowers and uploaded 68,910 no. of
accounts through online system and against which we have realized Tk. 2.90 million

as CIB charges.

vi. Correction of CIB database against 575 borrowers.

vii. Submitted 118 no. of statements to Bangladesh Bank and other bodies (monthly/
quarterly /half yearly/yearly through conventional and RIT after checking.
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Sectoral Distribution of Credit

The Bank’s loans and advances portfolio increased to Tk. 163,609.78 million achieving a growth of 19.95%. Sector wise distribution of

loans and advances is as follows:
Million Taka

Sectors/Sub-Sectors

% of Funded

Million Taka
Loan

Million Taka % of Funded Loan

1 Industries

Agriculture and Jute 2,340.58 1.43% 1,758.34 1.29%
Cement 517.00 0.32% 491.26 0.36%
Chemicals 1,983.39 1.21% 619.93 0.45%
Electronics 2,549.37 1.56% 1,638.68 1.20%
Food & Allied 12,282.27 7.51% 13,090.57 9.60%
Paper 7,739.05 4.73% 3,633.85 2.66%
Readymade Garments 18,153.01 11.10% 15,002.06 11.00%
Real Estate 11,992.02 7.33% 10,443.77 7.66%
Steel 9,475.07 5.79% 5,878.55 4.31%
Textile 13,617.37 8.32% 9,680.05 7.10%
Others 13,313.31 8.14% 16,065.00 11.78%
Subtotal 93,962.44 57.43% 78,302.07 57.41%
2 Infrastructure
Power 50.52 0.03% 690.12 1.19%
Telecom 453.30 0.28% 528.51 0.91%
Construction 5,758.25 3.52% 4,913.52 8.46%
Transport 2,359.10 1.44% 3,023.32 5.20%
Sub total 8,621.17 527% 9,155.46 6.71%
3 Commercial Lending 32,044.40 19.59% 31,280.13 63.92%
4 Export Financing 12,668.20 7.74% 6,003.30 12.27%
5 House Building Loan 923.36 0.56% 363.24 0.74%
6 Consumer Credit Scheme 7,076.44 4.33% 5,482.24 11.20%
7 Small & Medium Enterprise 3,957.23 2.42% 3,414.66 6.98%
8 Staff Loan 1,329.10 0.81% 1,241.68 2.54%
9 Credit Card 1,252.44 0.77% 1,147.96 2.35%
10 Non-Banking Financial Institution 1,775.00 1.08% 5.6 0.01%

Total

163,609.78

100.00%

136,396.32

100.00%
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Credit Risk Mana

In 2016, CRM Department developed

a good number of new policies and
guidelines as well as updated and
revised/reviewed some existing policies
and guidelines time to time to ensure
appropriate credit risk environment and
process. Some of these policies and
guidelines have already been approved
and have come into force. Some are under
review of the Senior Management/Board
of Directors which are awaiting for final
approval.

New policies and guidelines that have
been developed by the department are as
follows:

® Policy Guidelines: Credit Risk
Management which will replace bank’s
existing CRM manual (lastly updated in
2010)

® Risk based pricing model (draft): CRM
in collaboration with Group Finance
has developed the model for Corporate
& SME customer segment

® [ndustry review for 2016: Total 27
nos. of industry outlook have been
reviewed

Consumer Finance

ement

® Bird’s Eye view of RMG Sector: Overall
RMG industry compliance issues have
been addressed

® Sector wise specific risk: As many as 13
nos. of sector specific risk have been
addressed

® Policy on collateralization of the
exposure of the proprietorship
concern: Proposed and under review of
Senior Management

® Sector Specific Working Capital
Assessment: Brick Field, Cold Storage,
Cotton Mills, Jute, Pulp & Paper, Real
Estate, Rice Mill, RMG, Trading & Work
Order Financing

The Department also updated and revised

following existing policies and guideline

in response to changing business

environment:

® Existing Delegation of Business Power
has been reviewed twice in 2016

® Modification of SOD(Earnest Money)
Financing Policy

® Sectoral Lending Cap 2016-2017 has
been finalized

Consumer Finance under Retail Banking Division demonstrated a healthy financial
performance in 2016. House Finance product was re-launched to align with the
market and introduced new technology enabled solutions for faster processing of
loans. Consumer Finance has managed satisfactory investment returns despite tough

competition in the market.

HIGHLIGHTS OF 2016

® Consumer Finance portfolio reached Tk. 7,075 million in 2016 which was 29% higher

than 2015

® Non-performing loan portfolio of Retail Banking reduced to 3.26% compared to 3.45%

in 2015

Established new sales center as a separate business hub beside branches

Provided loan to Retail customers through Agent Banking Channel

Arranged Retail Loan campaign for branches to drive behavior among branch officials
Successfully launched OCAS (Online Credit Approval System) & TAB banking facilities

to ensure quick and technology based service to customers

Signed MoU with strategic partners to offer value added services to loan customers
Participated in REHAB property fair for promotion of House Finance Products

RISK ASSESSMENT

Apart from policy development, CRM
Department has other two core functions,
namely, risk assessment of credit proposal
and monitoring of credit portfolio. From
January to December 2016, the Department
has conducted “risk assessment” of 2,161
number of credit proposals received mainly
from two business units: Corporate & Large
Loan (C&LL) and Medium Enterprise (ME).

It is pertinent to mention here that ME has
dealt with customers having exposures
ranging from Tk. 10 million to Tk. 300
million and C&LL has dealt with customers
having exposures above Tk. 300 million.

SANCTION REGISTER

Along with “risk assessment”, the
Department has also issued ‘clearance’
and ‘feedback’ on reply provided by
business units i.e. C&LL and ME and other
business. This Department issues “Sanction
Advices” and “documentation Checklist”
against credit proposal approved by the
Management/EC/Board. Total size of the
facility handled during the period was Tk.
386.82 billion.

Consumer Finance
(Portfolio Mix in 2016)

House Finance 74%

Unsecured Personal Loan20%
Auto Loan 4%

Loan For Professionals 0.06%
Consumer Durable Loan 2%
Talent Learning & Earning 0.06%
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CREDIT MONITORING, CREDIT RATING & CRG

Risk Assessment CRM department regularly monitors bank’s outstanding funded loan portfolio as well
(Nos. of Proposal) as outstanding non-funded liabilities on monthly and quarterly basis to maintain
o healthy asset portfolio. Monitoring pattern is usually offsite in nature; however,
Syndication I 25 sometime, onsite visit of the customer is also made for smooth recovery of loans.
Special attention was given for recovery/regularization of overdue, SMA and SS
Corporate _ 653 accounts. Special effort was given for settlement of expired off-balance sheet items
Mid-Market = 1031 (Bank Guarantee and L/C).
Small 361 CRM department has given special attention to conduct Credit rating by External
Enterprise . . .
Credit Assessment Institution of the borrower on regular basis to ensure accurate
Islamic Wing I59 capital requirement. CRM Department also prepares CRG grading report on half
Agricultural I 5 yearly-basis of Bank’s Loan portfolio.
Wing
Regionwise Approval Credit Portfolio
(limitin Million Taka) position based on CRG
Central 315,140 superior [l 295%
Good M 0.33%
Dhaka South [l 24434 Acceptable I :: 5o
Dhaka North I 15,692 Marginal/Watchlist [N 1°.16%

Special Mention [} 4.82%
Sub Standard |0.18%
East || 11,129 Doubtful |0.17%

0
West I 11,626 Bad & Loss [l 430%

Chittagong I 8,811

www.bankasia-bd.com

@ Loan amount up to Tk.1.20 Crore

© Maximum 12 Months grace period
© Semi Pucca construction loan
© Faster processing

Call:

16205 (24/7) &
+880 4470019595
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Islamic Banking

With the commitment of providing high standard Shariah complied product & financial Key Activities in 2016
services, Bank Asia Islamic Banking commenced operation in 2008. At present Bank Asia
is operating 5 Islamic Banking Windows in three divisions of the country. At the end of the
year 2016 our deposit reached Tk. 10,873 million, investment/ asset Tk.10,129 million and
profit Tk. 301 million, a growth of 80%, 90% and 132% in deposit, investment and profit
respectively compared to 2015.

@ Investment of Islamic Banking
reached Tk. 10 billion in 2016 from
Tk. 4.50 billion for booking of several
corporate clients

@ Todevelop our retail client base,
Islamic Banking arranged ‘Deposit
marketing campaign 2016’ from all
branches/Islamic Windows of the
Bank where Tk. 3,500 million booked
as deposit

All of our Islamic Banking activities and products are strictly monitored by the Board and
Management and guided by Shariah Supervisory Committee of the Bank. Our Shariah
Supervisory Committee consists of 9 members including qualified Fagih (expert on
Islamic law), elite Islamic scholars and professionals of the country having experience in
Islamic Banking.

To calculate profit on Mudaraba deposit, Bank Asia developed a unique profit distribution
module based on Income Sharing Ratio (ISR), the first of its kind in Bangladesh. In this
module Bank offers an income sharing ratio to the Mudaraba depositors rather than
offering a provisional or fixed rate. The actual profit is calculated every month on this

© Islamic Banking extended their
support to Pilgrims in Hajj
preregistration and registration

basis of income earned for the same period. This module has already been recognized process

as a better Shariah compliant and justified profit distribution module than that of other

Islamic Banking operators in the country. Islam.ic

To provide online Islamic Banking services, we have obtained Bangladesh Bank Ba,nkmg gm
permission in 2016 which is under development stage. We are working to offer more (ML) S
diversified deposit and investment products to meet the growing needs of our customers. m Deposit =

We hope that through the expanded network, we shall be able to build strongerimage in | mInvestment

Islamic Banking arena and contribute more in the overall profitability of the Bank. ¥ Profit
siliafe &- -
TRAINING ON

Islamic Banking & SALAMAH Operations

Training on

lamic Banking 2012 2013 2014 2015 2016
alamah

Operations

?ITT@S

silmisla) &

oI WTWW

Deposit Marketing
Campaign 2016
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Focusing on growth of the business with
across a horizon of overseas counterparts
to local corporate and retail business,
Bank Asia Treasury is dedicated for
contribution to revenues and profitability
of Bank. In this course, Treasury
maintains a ceaseless collaboration and
coordination with stakeholders such as,
customers, business teams, regulators,
technology teams, compliance desk

and chases for risk adjusted business
growth. In pursuit of balance sheet
growth, Treasury, being active in money
and foreign exchange market, manages
regulatory requirements as well earns
money. Balance sheet of a bank consists
of various components of assets and
liabilities having inherent risks of different
natures. Treasury plays an important role
here by identifying and measuring as

well as hedging those risks using various
financial tools for stabilizing the balance
sheet and maximizing profit for bank. To
accomplish this critical job of maneuvering
the banking book and trading book of
balance sheet, our treasury has well-
trained officials with sound technical and
soft skills to provide all kinds of treasury
solutions with wide range of products
and services. At Bank Asia Treasury, we
have designated desks to ensure the
optimum treasury services to cope with
rapidly changing business and regulatory
environment by means of integrated
efforts of Money, ALM, and FX desks.

MONEY MARKET & FIXED INCOME
Surplus liquidity and down trend of
interest rates have been the salient
features of money market in year 2016.
Though at mid of year, the rate stopped
falling and showed upward trend, it
started falling again. The year 2016 was

a challenge for Treasury as the loan
growth was below anticipated level.
Inter-bank O/N market started with 3.90%
average and ended 3.62% avg. at year
end. This year, two new short tenure bills
were introduced for 7 and 14 days. Like
previous year, Treasury ensured optimum

duration of investment to craft balance
between liquidity and profitability. Major
challenge in this year was the repeated
cancellation of auction calendar by govt.
and sheer growth of sale of national saving
certificates.

ASSET LIABILITY MANAGEMENT
Changes in market liquidity and interest
rates expose bank to the risk of losing
money. Asset Liability Management (ALM)
has therefore become a key financial and
risk management discipline that manages
both on/off balance sheet position to
maintain a risk reward profile for creating
stakeholders’ value. Year 2016 was a period
of credit expansion in local currency below
the expectation, falling interest rate spread,
popularity of FC loans amongst corporate
customers. Under the circumstances,
Treasury’s primary objective was to
mitigate the balance sheet gap in cost
effective manner, maximizing NII, and
managing BASEL liquidity standards of
LCR, NSFR, leverage which have also
become key concern of management and
regulators around the world. Throughout
the year, treasury took proactive approach
and remained a strong hand of ALCO

for asset liability position, commitment

of bank, market liquidity and transfer
pricing rate for profit centres. At the end of
2016, Bank successfully achieved healthy
deposit mix by reducing high cost deposit
to 53% at year end from 58% previously.
Volatile corporate deposit is now only
9.43% of total deposit; top 10 loan account
holds 9.9% of total loan. Bank’s Balance
sheet is now in sustainably strong position
and ready for an excelled take off.

FOREIGN EXCHANGE

Over the year, treasury maintained bank’s
net open position and FC liquidity in a
prudent manner to manage exchange rate
risk involved in commercial transactions
of on-shore and off-shore banking units.
Meanwhile, country’s FX reserve continued
to grow and passed the $32 Bln mark
which was $27.50 Bln at previous year

end. During the period, Bangladesh Bank
procured $3.93 Bln from interbank to mop
up surplus FC fund. As compared with
previous year, in 2016, treasury handled
higher volume of import payment, inelastic
market of wage earners’ remittance, and
export proceeds, liquidity and maintained
position to handle exchange risk and earn
sizeable amount of exchange gain for the
bank.

In 2017, Treasury will be focusing on Bank’s
growth with following priorities

® Popularizing fixed income investment
amongst corporate, retail and
individual customers

® Strengthening FX desk for own account
speculative trading

© Providing value added services and
new earning avenues in the field of
corporate business & derivatives

© Building stronger rapport with external
&internal stakeholders of Treasury.

® Knowledge and ethics development
programs amongst employees,
customers, and all stakeholders’ in
the context of regulatory discipline in
banking business

Treasury Operations

www.bankasia-bd.com
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International Division

INTERNATIONAL TRADE

International Trade is one of the challenging
areas of Banking operations yielding higher
income for a bank. Globalization has made

it very dynamic and at the same time very
risky to operate. With the growing number

of customers and changes in the pattern of
International Trade, Bank Asia is providing

the best quality services among the private
commercial banks in Bangladesh. Bank Asia
possesses experienced professionals having
sound educational background engaged both
in AD branches and in Head Office for catering
the foreign trade needs of the customers. The
Bank has a stretched and expanded global
network reaching every corner of the world for
extending all sorts of foreign exchange services
to the customers. Thus the Bank is growing
steadily and sustainably in the International
Trade arenas over the time.

FOREIGN TRADE AND GUARANTEE

In 2016 the total Import business of the Bank
was USD 1,824 million registering a growth

of 13.50 % over the Import Business of 2015
(USD 1,607 million). Total export business

of the Bank in 2016 was USD 1,286 million
which was 13.30% higher than that of 2015
(USD 1,135 million). Bank Asia has issued
guarantees against foreign counter guarantees
amounting USD 82.88 million in 2016 favouring
different Government Authorities, Ministries,
Autonomous Bodies, Corporations, Private
Companies and Multi National Companies etc.

FOREIGN CORRESPONDENTS

Bank Asia has continuously developed strong
correspondent relationship with internationally
reputed banks to facilitate its foreign trade
business. As of December 31, 2016 the number
of foreign correspondents stood at 751 in 97
countries of the world.

Our excellent reputation in meeting our
commitment along with our strong financials
have enabled us in securing credit lines (both
funded and non-funded) from International
Finance Corporation (IFC-private sector arm of
World Bank Group), Asian Development Bank
and other world renowned DFls/Banks.

Bank Asia is the first bank in Bangladesh to
arrange Supplier’s Credit with Europe based
AKA Bank. Besides, preliminary relationship
building with DEG (Deutsche Investitions- und
Entwicklungsgesellschaft) known as “German

Import and
Export
Million USD

= |mport
= Export

1,824

1,196

2012
2013
2014
2015
2016

Investment and Development Corporation”
and renowned development bank FMO
(Nederlandse Financierings-Maatschappij
voor Ontwikkelingslanden N.V.) known as
“Netherlands Development Finance Company”
has also been initiated.

NOSTRO ACCOUNTS

At present, Bank Asia is maintaining 31 nostro
accounts in major international currencies
viz.: US Dollar, Pound Sterling, Swiss Franc,
Japanese Yen, Australian Dollar, Canadian
Dollar and Euro & Dollar accounts under
Asian Clearing Union (ACU), with reputed
international banks, ensuring effective foreign
currency management as well as timely
payment of foreign currency commitments.

SWIFT OPERATIONS

Bank Asia has become a member of SWIFT

in 2000 to ensure smooth, reliable and

secured financial transactions for its retail and
corporate customers. Over the years, our expert
SWIFT team has introduced many innovative
features in its existing SWIFT system. In the

last quarter of 2016, our SWIFT operation

unit has introduced SWIFT Alliance Message
Management 7.1.21 which enables all branches
to be linked up with SWIFT uninterruptedly
with more than 12,000 Live Institutions in 258
countries around the world. In 2016, we have
installed nNSMART as Middleware Software

procured from Nazdagq to facilitate Sanction
Screening, Nostro Reconciliation, interfacing
with SWIFT as well as different foreign exchange
modules of CBS.

CENTRAL TRADE SERVICE UNIT (CTSU)
Central Trade Services Unit (CTSU) is an
innovative milestone in the contemporary
banking arenas for facilitating Non-AD branches
foreign trade operations with a separate AD
License issued by Bangladesh Bank for this
purpose. The main objective of establishing
CTSU is to facilitate all the Non-AD Branches of
Bank Asia with their trade related transactions
like Imports, Exports, Remittance, Bank
Guarantee, LC advising and transfer. Day by day
it has covered almost all the Non-AD branches
with its excellent service and become a comfort
zone for the non-AD branches.

During 2016 CTSU has reached almost all the
Non-AD Branches and Islamic windows of Bank
Asia with its services. We have a hub (Ctg-Hub)
in Chittagong for the extended service delivery
to the Non-AD branches of Chittagong zone.
The business volume of all Non-AD Branches
has been increasing remarkably over the years
with the strong support of CTSU. In the year
2016, import and export reached to

Tk. 16,533.92 million and Tk. 4,225.50 million
respectively. The overall growth of foreign trade
in 2016 was 20.13% in volume and 26.55% in
transactions over the year 2015.

ONLINE PAYMENT GATEWAY SERVICES
PROVIDER (OPGSP)

Freelancers earn foreign currency by exporting
nonphysical forms of services such as data
entry, data process, offshore IT services,
Business Process Outsourcing etc. To meet
the banking needs of these freelancers in
Bangladesh, Bank Asia has established
strategic alliance with PAYONEER Inc. USA and
Payza, Canada which are among the largest

foreign
correspondents

in cou ntries
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OPGSPs. Through this service, freelancers can
receive their earnings very quickly and easily.

In 2016, we have done 2,145 transactions

with a payment of Tk. 35.42 million (USD 0.45
million) through ‘Payza’ and 18,682 transactions
amounting Tk. 875 million (USD 11.17 million)
through ‘Payoneer”.

Bank Asia, a Tech savvy bank, has arranged a
reception program on November 19, 2016 for
the “TOP IT Service Exporter in Bangladesh
awarded by the BASIS in 2015.”

Award giving ceremony
to the country’s top
young IT service
exporters organized by
Bank Asia

OFFSHORE BANKING

With a view to catering the banking
requirements of non-resident customers, Bank
Asia has established Offshore Banking Unit
(OBU) in Chittagong Export Processing Zone
(CEPZ). OBU acts as a unique solution for the

Foreign Remittance

banks around the globe to carry out international banking business which involves foreign currency
denominated assets and liabilities taking the advantages of low or non-existent taxes/levies and
higher return on investment. In 2016, Off-shore Banking Unit has made a cumulative profit of

USD 2.30 million which is 23.69 % higher than that of 2015 (USD 1.84 million).

Remittance is the second most important stood USD 532 million, lower by 3.61% In 2016 Bank Asia’s position was 9th in
sources of foreign exchange earnings for from previous year 2015 of USD 552 terms of remittance collection among all
Bangladesh, after readymade garments million. Banks’ in Bangladesh. At the year end the

(RMG). Bangladesh ranked tenth amongst
the top remittance recipient countries in
2015 according to Advance Migration and
Remittance Fact Book (2016). Bangladesh’s Our Remittance distribution agent
foreign exchange reserves hit a record high ) network also increased in current year
of USD 32 billion at the end of December across countries through formal channel (2016: 2,812 and 2015: 1990).

2016 which is sufficient to cover about nine have become cumbersome aftevr the
months’ worth of import. However, county recent spate of terrorist attacks in some

remittance inflows slumped by about USD major ?‘“es around the world. Premium
2 billion in 2016 from year 2015, lower by for the informal market exchange rate has

11% whereas our total inward remittance widened steadily since January 2015 from
almost zero to nearly Tk. 5 per dollar also

blamed for this slide.

Bank’s total remittance collection agent
network was 43 and 2 collection agent
network are under our correspondence.

The low oil price on the global market and
rising preference for hundi by expatriate
Bangladeshis have been blamed for the
slide in remittance. Transferring funds

Major Accomplishments

7 _a
; l')fk, AT dilea
P

Bangladesh
Bank Remittance
Award ceremony
2015
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Internal Control & Compliance

The business of banking is a diversified
and complex financial activity involves
high risk; the issue of effective internal
control system, corporate governance,
transparency, accountability have become
significant to ensure smooth performance
of the operations of the Bank.

A sound internal control system plays

an important role in contributing to the
effectiveness of the banking operations.
Internal Control is the process, affected
by a company’s Board of Directors,
Management and other personnel,
designed to provide reasonable assurance
regarding the achievement of objectives
in the effectiveness and efficiency of
operations, the reliability of financial
reporting and compliance with applicable
laws, regulations and internal policies.
Internal Controls are the policies and
procedures established and implemented
alone, or in concert with other policies

or procedure, to manage and control

a particular risk or business activity

or combination of risks and business
activities to which the company is exposed
orinwhichitis engaged.

Bank Asia Limited has established an
appropriate and effective internal control
environment through the Board of
Directors, Management, organizational and
procedural controls and an independent
audit mechanism in order to ensure that
the Bank is managed and controlled in

a sound and prudent manner. The Bank
identifies its weaknesses through internal
control system and takes appropriate
measures to overcome the weaknesses.
The Board of Directors of the Bank has
established an Audit Committee to
monitor the effectiveness of internal
control system of the Bank. The Audit
Committee meets the senior management
periodically to discuss the effectiveness

of the internal control system of the Bank

and ensures that the management has
taken appropriate actions as per the
recommendations of the auditors and the
Internal Control and Compliance Division
(ICCD). As per approved audit plan, the
ICCD completed the audit and inspection
tasks of 111 branches, 5 Islamic windows,
80 agent points, 29 Corporate Office
divisions/departments and 17 branches on
anti-money laundering issues in 2016.

The Senior Management Team (SMT) of
the Bank reviews on a yearly basis the
overall effectiveness of the control system
of the Bank and provides feedback to the
Board of Directors on the effectiveness

of internal control policy, practice and
procedure. Internal control team conducts
comprehensive internal audit of the
internal control system of the Bank. The
significant deficiencies indentified by
Internal Control team are reported to the
Audit Committee of the Board.

During 2016 various initiatives were
launched to promote credit card business
and to make customer experience more
interactive and rewarding.

MAJOR ACTIVITIES IN 2016

® BankAsia became the Principal
member of VISA and MasterCard

® launched chip based EMV (Euro Master
& VISA) Credit card

® 2 (two) factor authentication system
introduced

® Tip up with strategic partners like
Air Asia, Novo Air, US Bangla, Dusai
Resort and others to offer value added
services to card holders

® 21 merchants added under EasyBuy,
0% interest installment purchase
program during the year

® Cash back campaign launched jointly
with VISA on cross border foreign
currency transactions

@ Introduced “Double Reward Point”
facility for cross border credit card
transactions

® New acquisition campaign and 5%
cash back campaign during Ramadan
was launched to increase Credit card
portfolio which reached Tk. 125 crore
on December 31,2016

www.bankasia-bd.com
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Information and Communication Technolo

Rendering Technology driven innovative
services to the customer is a mission of the
Bank. In this regard, the Bank has made

a significant investment to improve ICT
infrastructure and process in the year 2016.
The year 2016 was a successful year in light
of the following achievements:

DIGANTA PROJECT

Bank Asia has implemented a project
named “DIGANTA” with Nathan Associates
London Ltd. which isimplementing a
challenges fund titled “Business Finance for
the poor in Bangladesh (BFP-B)” on behalf
of the UK Department for International
Development (DFID). Under this contract,
Bank Asia will obtain a grant fund of
£363,000 for development of ICT & business
infrastructure to lend MSE through Agent
banking channels. Under this project we
have implemented Online Credit Approval
System (OCAS) including TAB Version. The
user can make proposals from anywhere in
their territories.

CORE BANKING SYSTEM (CBS) REVIEW
Bank Asia has signed an agreement with
‘Ernst & Young’ an international auditor

to carry out Core Banking System (CBS)

review and vulnerability assessment and

penetration testing (VAPT) to ensure the
following:

1. To check the future compatibility and
strength of the current CBS.

2. Better control and monitoring over
business activities to reduce turnaround
time and provide better customer service.

3. Achieving accuracy in data capturing and
process for better MIS, KYC, Audit and
statutory compliance.

4. Centralize and standardize back office
operations through a robust and
sophisticated system.

5. Ensure optimal IT infrastructure to ensure
superior experience and high level of
performance and availability.

6. To know the vulnerabilities of ICT
infrastructure and systems.

7. To evaluate the Banks security associated
with external and internal.

GREEN DATA CENTER

A green data center is an enterprise class
computing facility that is entirely built,
managed and operated on green computing
principles. It provides the same features

and capabilities of a typical data center but
uses less energy and space, and its design

and operation are environmentally friendly.
During the year Bank Asia ICT Division has
deployed Blade servers, which provide high
performance with low power consumptions
and occupy less space.

ORACLE DATABASE 12C WITH
MULTITENANT

We have migrated Core Banking Database
from oracle 10g to Oracle 12c with
Multitenant feature. This new architecture
delivers all the benefits of managing many
databases as one yet retains the isolation and
resource prioritization of separate database.

BANK ASIA DASHBOARD

By upgrading more dynamic reporting the
Bank has developed various dashboards for
different business perspective of business for
decision making. After implementation of this
system monitoring has been strengthened.

BULK DATA UPLOADING SYSTEM

To reduce delicacy of work and avoid
human interruption we have implemented a
system namely “Bulk Data Upload System”.
Bangladesh Bank returns related with foreign
exchange transactions like Exp. Issue, Exp.
Duplicate, Esp. Triplicate, LCAF, Imp etc.

are also reported to Bangladesh Bank on
daily basis. We have produced “Proceed
Realization (PRC)” and IMP forms from the
“Bulk Data Upload”.

NEW SECURED INTERNET BANKING

To improve internet Banking Security and
better customer server we have upgraded
internet banking system from bankasia.net to
mybank.bankasia-bd.com. Moreover the new
system is more dynamic and user friendly.
We have introduced digital statements for
credit card and discontinued paper based
statement. Account holder can download
statement from internet banking system as
and when required.

VIRTUALIZATION INFRASTRUCTURE
Bank Asia has deployed virtualized
datacenter environment with Microsoft
product for virtualization called “System
Center Virtual Machine Manager (SCYMM)”.
Dynamic Datacenter is a combination

of automation, control, and resource
management software with a well-defined
topology of virtualization, servers, storage,
and networking hardware.

CYBER SECURITY
To improve IT Cyber Security awareness of all

employees of the Bank ICT have circulated
DO’s and DON'T on regular interval to all
employees. We have license for “Qualys
Tool” by which we carry out vulnerability
assessment on regular interval by our own
ICT personnel.

MOBILE APPS

At present there are three mobile apps on
live namely (1) Smart Banking which is being
used for fund transfer, BEFTN, iTop-up, Utility
Bill payment, etc. (2) Diganto Apps which
was developed to submit proposals from

the remote areas to Online Credit Approval
system (OCAS). (3) Agent banking apps for
Agent Banking Customers (both Bengali and
English version).

SOCIAL SAFETY NET

Agents are able to pay cash against
government social safety net provided
that Bank Asia has arrangement with the
government for the same.

AGRICULTURE CARD

Bank Asia with the help of USAID Agricultural
Extension Support Activity introduced

A-card (Agriculture card), for the first time in
Bangladesh, to facilitate marginal farmers get
agri-loan card and make necessary payment
for seeds and fertilizer through this card.

CLOUD SERVICE FOR ICAB FEES
COLLECTION

The Bank has made an agreement with
institute of Chartered Accountant of
Bangladesh (ICAB) for collection of fees
through e-commerce. All students and
members can pay their fees in different
mode.

iP PHONE

IP Telephony System has been deployed
in all new branches instead of Traditional
PABX System. In this connection we have
formulated an algorithm for IP phone
number where the branch code and
service desk are embedded, as a result the
phone number need not to be memorized.
Gradually we will set up IP phone to all
existing branches.

VIDEO CONFERENCING

Bank Asia implemented Video Conferencing
System to connect with branches for
strengthening relationship and monitoring
between Head Office and branches. This
system has saved significant travelling time
and expenses.
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Alternative Delivery Channel (ADC)

Alternative Delivery Channelsis a
distribution channel strategy used for
delivering financial services without
relying on bank branches. Bank Asia has
implemented many alternative delivery
channels such as ATMs, POS devices,
Debit Cards, Internet Banking, SMS
Banking, Mobile Application, E-GP Service,
E-commerce/E-payment, Exclusive Outlet
to receive Government Passport Fees and
Contact Center service. Through these
channels the Bank gets faster access to
market and customers can enjoy instant
access to all bank products via 24/7 service
channels.

e-COMMERCE AND UTILITY BILL
PAYMENT

Bank Asia has recently incorporated
‘e-Commerce’ banking system for its
valued customers where the Bank plays as
payment partner & Bank account holder
can shop online through internet banking,
Debit Card or Credit Card with less
expense and in faster time from anywhere.
Currently Bank Asia account holders are
being facilitated e-commerce transaction
such as e-ticket purchasing of Bus, Train,
Airways and also e-ticket purchasing of
Movies, Mobile flexi-load, Hotel Booking,
bill payment such as Hospital bill Payment,
Advertisement bill payment, Passport

bill payment, WASA, DESA, Qubee bill
payment, Computer accessories & service
related payment, e-Shopping etc. by debit
and credit card.

ONLINE PAYMENT SYSTEM OR
E-PAYMENT SYSTEM

E-payment is a subset of an e-commerce
transaction to include electronic payment
for buying and selling goods or services
offered through the Internet. Bank Asia
has developed the solution which verifies
and processes with a verity of secured
transaction instruments for Payment

of Member/Student fees using their
respective Bank accounts, debit/credit
cards, EFT, etc.

Now Bank Asia facilitates the Payee’s

(Students, Members, employees) to pay
their payables through the internet based
online service and offline payment at any
Bank Asia Branches/Agent outlets as well
as by using their Debit/Credit card.

e-PROCUREMENT SYSTEM

Bank Asia has been providing banking
services for e-Government Procurement (e-
GP) through its branches. In the meantime,
customers have received around 2,000
services from our bank with their

utmost satisfaction. This online platform
will ensure digitalization of different
government project such as Electronic
Procurement system. It will ensure
efficiency, transparency and accountability
in the public procurement process in the
country. Currently 56 branches of the Bank
have been registered in e-GP system.

ATM Inauguration
at Bashundhara
International
Convention City

Cash .
Transactions

Branch
Transactions 37%

ATM
Transactions 63%

ATM & Branch Transaction Comparison

ATM

Automated Teller Machine (ATM) provides
banking services to its customers round
the clock 24 hours a day, 7 days a week
and 365 days a year. Essential banking
services like withdrawals & transfer

of funds, Utility payments etc. can be
accessed by customers from anywhere in
Bangladesh. Total 63% of cash transactions
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of Bank Asia are done through its 119 own
ATMs and more than 5,000+ shared ATMs

all over the country. Our bank is planning
to invest continuously in a bid to increase
and widen its ATM network significantly.

DEBIT CARD

We have issued more than 300,000 VISA
debit card against Savings and Current
account to facilitate ATM, POS transactions
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in all ATMs (6,500+) in Bangladesh to
access their account 24X7in 365 days.
Card holders are able to purchase in

VISA enabled POS machines (35,000+)

at various merchant locations all over
Bangladesh. Our debit card operations
including new Issue, replacement,
activation and PIN request are automated
which reduced debit card issuance time to
2-3 days from 7-9 days.

2014 et

2015

PASSPORT FEES COLLECTION

For ensuring digitalization of the
government’s online MRP and MRV
project, the Bank has opened 15 exclusive
passport fees collection booths as per
department of immigration & passports
office instruction under the Ministry of
Home Affairs, GoB. We received more
than 83,000 passport payments of Tk. 34
crore (approx.) from clients through all our
branches and ADC channels. Clients are
now having banking facilities for 66 out of
67 RPOs over the country.

PUSH PULL (SMS) BANKING

Bank Asia launched its first generation
Mobile Banking facility allowing customers
to access their account using M-banking
from all mobile phone operators by
sending SMS to “6969” and they can
instantly access their account, get their
account information, make fund transfer
and pay bills. Bank Asia is also providing
transaction alert message on debit
transactions to make them aware and to

prevent fraudulent transactions. Our 2nd
generation mobile banking facility will
enable small savings, withdrawal, and
utility bill payment, foreign and domestic
remittance to the doorstep of maximum
clients at minimum cost.

INTERNET BANKING

Through Internet Banking (My Bank) of
Bank Asia allows clients to get a clear state
of their financial position and transfer fund
to any account within the bank as well

as other banks anytime from anywhere

in the world. Clients also able to enjoy
Mobile Talk-Time recharge facilities for all
Telco using net banking. Internet banking
security shields the system from any
unauthorized users and hackers from all
around the globe. It employs encryption
and firewall to protect transactions and
queries through internet. We have already
introduced dual factor authentication
(OTP) for all internet based transactions
for more security. Now the total Internet
Banking user of Bank Asia is 46,957.

NATIONAL PAYMENT SWITCH
BANGLADESH (NPSB)

To create a common electronic platform
for the switches in Bangladesh,
Bangladesh Bank has introduced National
Payment Switch Bangladesh (NPSB). It is
the mother switch of all other switches

in the country. NPSB will facilitate the
expansion of the card based payment
networks substantially and promote
e-commerce throughout the country. We
have recently integrated Internet banking
system to NPBS on first phase among the
three Banks. With this connectivity our
customers can transfer fund from their
Account to Inter-Bank Accounts and debit
& credit cards real time and vice versa.

BANK ASIA SMART APP

Bank Asia SMART Banking app is an
integrated internet and mobile banking
solution designed to offer customers the
widest capabilities across the internet
and mobile channels. Smart Banking
can offer increased customer experience
and manage customer’s accounts, bills

pay, password change, balance enquiry,
statement view, fund transfer, EFTN,
utility bills payment, standing instruction,
stop cheque, view cheque status, mobile
talk-time recharge facilities for all Telco

in Bangladesh. Mobile applications

are undoubtedly the next wave in the
evolution of e-business. Possessing
features and functions that are unique

to mobile devices, such as mobility,
personality, and flexibility, mobile
applications are able to provide end-
users’ added values, including anytime,
anywhere access, ability to pinpoint users’
locations, and flexibility in arranging tasks.

CONTACT CENTER

Customers may avail total banking support
such as details about the bank, product
information, accounts related information,
Interest rate and exchange rates, card
information, nearest branch and ATM
locations, retail and SME services, personal
loan etc. through short code 16205

where dedicated employees are working
relentlessly to serve round the clock 24/7
in full fledge to address the business needs
and queries.

Welcoma to Bank Asia SMART Banking Apps

"5 give your feedback by mail. ade@bankasia con

A/c Statement

Bl

Standing Ins.

D

Stop Cheque

Fund Transfer

-ryr

"

Top Up
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Utility Bill

Cheque Status
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EBEK Operation & Social Payment

Bank Asia Limited is the leading Bank of
implementing Ektee Bari Ektee Khamar

next 6 months. This operation has been
spread over 21,816 villages of 2,424 unions.

EBEK SERVICES AT A GLANCE

(Tk. in million)

(EBEK) a government project for the Bank Asia provides online banking services December
ultra-poor people of Bangladesh focusing ~ through this EBEK project to unbanked 2016
Poverty eradication and reduce poverty people with good reputation. o
level below 10% within 2021. Government ) ) Total Districts Covered 35
wants to help the poor people by It is mentionable that as a role model Total Upazilla Covered 252
i i i i i st

encouraging savings, providing grants, of.fmanoall.nclusmn EBEK obtamed li Total Union 2,424
engaging and monitoring their economic Prize (E-Business and Financial Inclusion :
activities as a group (Samitee) in each category) in Manthan Award in partnership Total Villages 21,816
village of Bangladesh. Bank Asia started with World Summit Award, Department Total Agents 450
online banking service for Ektee Bari Ektee of ICTforr'nanr;hTechtnEl?]gBI/aGovlt'.kof I'nd‘|la, Total Samitees 21,551

- : and various other stakeholders like similar
Kha.mar in May 2012. Honorable Prime oraanizations eneaged in romotin Total Beneficiaries 1,266,930
Minister of Bangladesh has inaugurated 'g' ng g' P ) g :
the online banking (Bank Asia Designed digital content inclusiveness in the whole Total Transactions (Tk.) 531
Developed and Implemented) services in of South Asian & Asia Pacific nation for Government Grant o 836
2013. development. Disbursement (Tk.) °’
By operating this project Bank Asia opens Wlth the experience of implementing EBEK Numberof Loan 1,999,671
new window to intensively work for the Project, Bank Asia is now capable enough Disbursement
rural people , especially for the poor to provide services to other government Total Deposit (Tk.) 7,733

people and make a strong relationship
with local administration, social and
local leaders (UP Chairman and Upazilla
Chairman).

Bank Asia is now operating EBEK Banking
services in 35 districts having 252 Upazillas
aiming to cover 1,320,600 beneficiaries.
Already more than 1,266,930 beneficiaries
are getting the services under this project
and rest of the people will be added within

L
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et I\.\umllanvq
-

projects like Social Safety Net Programs

in collaboration with Social Welfare
Department under Ministry of Social
Welfare. This program includes payments
of senior citizen allowances, insolvent
autism allowances, payments for widow or
divorced women allowance, payments of
freedom fighters allowance etc. Moreover,
we have another two prestigious projects
named SHOUHARDO and EWFSAB ( a Pilot
Project of CARE International)

ws

-

|
!

|

His Excellency Honorable Chairperson CIRDAP Executive
Committee and Permanent Secretary , Govt. of Fiji Mr. Meleti
Bainimarma attended a meeting at EBEK Samittee in Basail,

Tangail

Beneficiaries are in queue for opening an
account in Jawar Union digital Center at
Kishoreganj district
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Agent Banking

Bank Asia Limited has introduced Agent @ Financingin renewable energy sectors as a green banking initiative
Banking services as the pioneerin
Bangladesh with the objective of ensuring
greater financial inclusion and increasing
the outreach of the services to the
unbanked population. Despite substantial
bank branch expansion and emergence
of micro finance institutions (MFls), scant

access to basic financial services remains AGENT BANKING COVERAGE 2016
a deprivation suffered by large segment of

Bank Asia made a unique Agent banking module with technology based banking concept
ensuring appreciate security with real time banking for customers. Agent outlets are
distinctly branded with Bank Asia Agent Banking logo to provide products and services of
Bank Asia. Agent Banking transactions are on real time basis and integrated with banks
core banking system. Customers get instant information of transaction through mobile
SMS and system generated printed money receipts.

S Sln Particulars No. of Outlets Coverage
the poorer rural and urban population in
Bangladesh. Therefore financial inclusion 1 Individuals 109
Fs viewed as a high poli;y priority for more 5 Passport 13
inclusive and more equitable economic — 49 (District)
growth. 3 Institution 28 222 (Upazilla)
Avast majority of Bangladeshi lives outside 4 ube 1,000
the full formal banking network (about Total Outlets 1,150
half of the Adult people) and therefore AGENT BANKING PERFORMANCE 2016

deprived from unfair money lending

practices. The banks have traditionally Account & Deposit status

been very cautious in extending its SIn Account Name No. of Accounts Deposit Volume (Tk.)
branches to remote areas. The roqt causes 1 Savings 107,080 590,426,123
for the uneven coverage of financial
facilities are manifold: 2 Current 8,120 129,373,560
® Longdistances and low population 3 DPSAccount 13,506 180,402,839
density 4 TDS 1068 180,400,569
® High bank cost relative to income hool i
® Lesseducation and illiteracy 5  School Banking 2,579 3,656,852
® Poor product/channel design Total 132,353 1,084,259,943
® Awareness and policy support TRANSACTION DETAILS 2016
Bank Asia’s Agent Banking success sln Transaction Type No. of Transaction Amount (Tk.)
depends on meeting the following
Object]ves: 1 Deposit 406,616 9,562,975,853
® Provide secured banking services to 2 Withdrawal 277,598 5,894,400,861
the unbanked people throughout the
country 3 Fund Transfer 257,585 10,212,806,425
® Build Agent outlets all over the 4 Foreign Remittance 71,795 1,694,350,611
country and create financial service —
entrepreneurs 5 Palli Bidyut 726,270 393,853,907
® Provide foreign inward remittance 6 Passport Fee 175,509 675,187,163
ices to the families of triat
services to the families of expatriate Total 1915373 28.433.574,820

Bangladeshis
® Provide facilities for utility bill payment LOAN DETAILS 2016
® Passport fee collection, Social safety

) Sln Loan Type No. of Loan Accounts Disbursed Amount (Tk.)
net payment services, etc.
® Process agricultural, SME & Retail Loan 1 SME 851 239,599,000
from the agent outlets ‘ 2 Agri 65 178,55,000
® Enable e -commerce services through :
the agent outlets from remote Areas. 3 Retail 270 79,331,000
® Promote School Banking in the locality Total 1186 336.785.000
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Current Deposit Account
Savings Bank Account
Short Notice Deposit Account
School Banking Solution

® Smart Junior Saver
School Banking Account
School Fee Collection
Payroll Banking for
Teachers

® Term Deposits

Remote Banking (EBEK)

® 10 Tk. Accounts

Account Opening

Deposit & Withdrawal from account
Fund Transfer within bank and to any bankin
Bangladesh

Inward Foreign Remittance payment
Utility Bill Payment

Balance Inquiry

Account Statement (mini)

Insurance Premium Collection
Passport Fee Collection

SME Loan Processing

Agricultural Loan Processing

Retail Loan Processing

Repayment of Loan Installment
Disbursement and Payment of Social Safety Net
Salary Disbursement Solution

A-Card for farmers

Debit/NFC Card Services

Mobile Top Up

Agent Banking Apps

Cheque Book facility for Agent Banking
customer

Financiél Ihclusion for
g Workg;. mxmgl 4esh

\!'

Opening of Group
Accounts of different
associations in the hill
districts of Rangamati
& Bandarban under
the Agent Banking
Services of Bank Asia

Agreement Signing
on Financial Inclusion
for RMG workers in
Bangladesh

INSTITUTIONAL AGREEMENT AND NEW
INITIATIVES OF AGENT BANKING

Agent Banking through Union Digital
Centres

Agent Banking partnership with SFDF,
BURO Bangladesh

Strategic Alliances with WFP, USAID,
Good Neighbour Bangladesh,
SWAPNO, E-commerce solution to be
established with the Agent Banking
network, CARE, Swiss contact and
Metlife Foundation for Sarathi project,
Padakhep Manabik Unnayan Kendra,
Insurance companies, Ministry of
women and children affairs for grant
disbursement, USAID for introducing
A-Card for farmers

Innovative Payment platform for Social
Safety Net disbursement through NFC
card

Mobile Application for Agent Banking
Customer

PLAN FOR 2017

To ensure bank account for every
citizen of the country.

Extending Agent Banking Service up to
union level through a number of 2000
Agent outlets by 2017

Collaboration with different
development organization and
institution.

Establishment of an e-Commerce
platform to provide financial flexibility
Introduction of Insurance Product
selling through Agent Outlet

Service diversification through School
Banking, RMG workers, smallholders’
farmers, street children etc.
Facilitation of Social Safety Net
payment to cover wider range of the
society

www.bankasia-bd.com

79



ANNUAL INTEGRATED REPORT 2016

Payment Service Department (PSD)

Changes of global financial infrastructure,
automation of inter-bank payment and
settlement systems are considered prime
life route of economy, bringing revolution
in banking arena, as well as contributing
1% automatic GDP growth in Bangladesh
economy.

This departmentis running with four
independent operational units (BACH,
BEFTN & RTGS along with MICR cheque
service unit). PSD works with multiple
process development works and provides
extended service facilities to all our
valued customers through branches,
Islamic windows, Agent banking, Cards
Department etc. PSD executed 9,700
transactions on an average amounting to
Tk.4.13 billion (approx.) per day in 2016.
Apart from these, PSD has installed an
advanced monitoring dash-board at the
department to follow-up the operation
status and reviews which is considered
unique and fruitful for compliance and
enhance efficiency of departmental
operation.

In 2016, PSD continued its excellent
performance protecting fraud forgery with
zero record and enhanced the inclusive
services in many areas like issuance of
cheque books for Agent banking clients,
online BACH, EFT and RTGS service,

automation of all kind of charges realized centrally for BACH ,MICR and RTGS operations.
We also strengthened our services more secured and MIS based and complied most
audit observations and implicated dual authentication for account registration, user
right creation, limit set and payment irrespective of value in all modules. We also made
ready our RTGS system for customs duty and VAT online payment to NBR for our
customers as soon as Bangladesh Bank declares to open in 2017.

The performance of the Payment Service Department of Bank Asia in 2016 was as follows:

PERFORMANCE OF PAYMENT SERVICE DEPARTMENT

2015 2016 Annual
UNIT Transaction glll(lulz::l Transaction ;III(II:)T‘ Growth %
BACH 1,328,769 737 1,424,339 926 25.62
BEFTN 927,196 47 928,996 54 14.55
RTGS 6,046 20
MICR 4.22 == 4.97 = 1777

In 2016 bank’s volume of transaction raised, number of branches increased at the same
time, efficiency and performance of PSD was also enhanced by means of a series of
trainings and workshops..

TRAININGS AND WORKSHOPS

Particulars of Training/ Arranged 2015 2016
workshop by Nos. Participants Nos. Participants
Day-long training BAITD 2 4 5 151

In house PSD 6 22 8 17
RTGS Workshop BAITD 2 61 1 25

Rally in Divisional Cities BB 1 17 4 27

In 2017, we will focus i) to develop
technical capacity of PSD in accordance
with Bangladesh Bank future plans
towards migration in upper grade,
inclusion of Foreign Currency transaction,
ii) expansion of RTGS services to branches
and iii) launch a crush training program
to build awareness about the modern
services of banking among the officers
and customers of bank.

Revenue
contribution
of PSD

(Million Taka)

2015 [ 113
2016 N -7

Inauguration of RTGS
T Dashboard screen
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Directors’
Report

People Mana

Bank Asia Limited being a third generation
private commercial bank of the country
took the privilege and set an aim for

the year 2017 to continue its efforts to
convert its human resources into human
capital. To reach the aim, Bank is going

to emphasize on enhancing proper
knowledge and expertise of the staff
focusing on customs and etiquettes with
professional behavior and personality
traits. Bank is also committed to ensure
corporate values such as togetherness,
mutual respect, integrity etc. to ensure
smooth conversion. People Management
Division (PMD) focuses on building
capabilities using employee management
and set strategies that align with
organizational goals for aiming to create
Bank Asia as a ‘preferred employer of the
choice’.

Strategic
Partner

® Develops & aligns
strategies with business
@ Assists line managers in
solving organization, people &
change related issues
® Contribute to management
team’s strategic decision making
® Fosters systems thinking,
customer focus
® Strategically manages
workforce development

Administrative Expert
® Creates & delivers effective
& efficient HR processes & ser-
vices tailored to unique business
needs
® Manages people & HR related
costs
® Ensures internal & external
customer focus
® Applies IT to rapidly devel-
op HR functions & services

ement Division (PMD)

PMD encourages employees to move
forward to establish corporate values
in terms of customer centricity, quality,
responsible citizenship, building the
future.

STRATEGIC FOCUS

PMD goes further and pursues a strategic
and coherent approach in managing
human resources. In particular, BAHRD
performs four roles: Strategic Partner,
Change Agent, Administrative Expert
and Employee Champion. Graphically
the above four roles can be depicted as
follows:

Change Agent
® Understands the
organization’s culture & what
is effective/ineffective
® Institutionalizes change
capability within the organization
@ Assists line managers to lead &
facilitate change
® Acts as a consultant in
organizational effectiveness
® Enhances management
development

FUNCTIONS

PMD follows a people friendly approach
in achieving Bank’s corporate mission
and vision. The key functional areas of
the Division are depicted in the following
diagram:

Planning &
Sourcing

Compensation

Organization & Benefits

Development
Human
Resource
Management

HR Employee

Relations &

Opsiutions Compliance

EMPLOYMENT

Transparent recruitment process,
recognizing and allocating sufficient time
for recruitment establish confidence

in interviewer and interviewee as both
the parties have the opportunity to
express and understand views, ideas,
expectations and objective of each other.
Bank Asia generally conducts two types
of recruitment. One is fresh hiring and
another is lateral hiring. For the fresh
hiring, Bank Asia generally engages highly
illustrious consultancy firms to conduct
the assessment professionally. To recruit
proven leaders as lateral entrants, Bank
Asia sets customized committee who is
responsible to identify the best among the
bests.

EMPLOYEE DISTRIBUTION IN BRANCH
AND CORPORATE OFFICE

We have 7% growth in number of
employees from 1,839 in 2015 to 1,970 in
2016.
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Directors’
Report

EMPLOYEE REINFORCEMENT

In the year 2016, a total of 212 employees
vis-a-vis 132 in 2015 were recruited to
strengthen the human capital of Bank Asia.
New workforce supported the continuous
expansion of the bank activities as well as

reduced the domain gap.

Employee

Reinforcement

m 2015
m 2016

office

"]
2 0
SE 5
o c
Q ©
s j
o (]

212

Total

REGIONAL DISTRIBUTION OF

EMPLOYEE

Employees of Bank Asia Limited

is deployed in all over the country
depending on the business potentiality

as well as banking service scarcity. High
concentration has been given to Dhaka
and Chittagong area as both the region are
considered as major business areas where
service scarcity still exists. Other regions
were also considered as important and
new workforces were deployed based on

the need.

Regional
Distribution of
Employees (in %)
Dhaka 38%
Chittagong 31%
Sylhet 4%
Rajshahi 8%
Barisal 5%
Khulna 12%
Rangpur 4%

AGE DISTRIBUTION

Bank Asia has a relatively younger segment
in its overall employee pool where 57%

of the employees fall in 31-40 year age

GENDER DISTRIBUTION BY POSITION
In a total of 1,970 employees, overall male
female ratio stands at 77:23 where woman
employees are mainly concentrated to

non-executive segment. bracket.
Age Distribution
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X
=
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PERFORMANCE MANAGEMENT

Bank Asia believes that performance based work culture plays a critical role in creating
a sustainable workforce that values performing employees, while also supporting the
company’s bottom line. Bank Asia established a real-life SMART KPI to evaluate the
contribution of all individuals in a transparent manner to assess quantitative and/or
qualitative performance vis-a-vis set target of a given year. Bank Asia’s performance
management system is designed in a way which impacts on three way benefits.

Improved organizational performance, employee retention
and loyalty, improved productivity, overcoming the barriers to
communication, clear accountabilities, and cost advantages.

Organization’s
Benefits

Manager’s
Benefits

Saves time and reduces conlflicts, ensures efficiency and
consistency in performance.

Clarifies expectations of the employees, self-assessment
opportunities clarifies the job accountabilities and contributes
to improved performance, clearly defines career paths and
promotes job satisfaction.

Employee’s
Benefits

LEARNING AND DEVELOPMENT

Bank Asia believes that giving employees the ability to develop and build current skill

is a great way to improve employee morale. It makes employee feel competent and
empowered in their work both in the day-to-day basis and in the long term. Development
of employee skill is a continuous process. We consider training as a planned effort to
facilitate employees learning of job related competencies.
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BANK ASIA TRAINING INSTITUTE FOR
TRAINING & DEVELOPMENT (BAITD)
Bank Asia Limited has modernized

BAITD at new venue with new facilities.

It is expected that the new institute will
bring change in attitude of manpower at
individual, task and organizational level.
BAITD is ready to organize need-based
training program to cope with changes
and introduction of new concept, idea
and technology for achievement of
business strategy of the Bank. Now BAITD
is equipped with 3 classrooms with seating
arrangement of 64 persons, 1 dining

hall, 1 library with more than thousands
of collection, 1 computer lab having
capacity of 24 PCs, 2 floors for residential
accommodation with a capacity of 28
people, 1 gymnasium and 1 common
room.

5 (FIVE) OBJECTIVES TO BE ATTAINED

THROUGH TRAINING

i.  Toimpart basic knowledge and skill to
new entrants

ii. Toassistthe employees working
more effectively by exposing them
to the latest concepts, information,
techniques

iii. To build up a second line of competent
officers

iv. Toimpart knowledge about customer
satisfaction

v. To broaden the capacity of the
senior managers by providing them
opportunities to interchange their
experiences with a view to widen their
outlook

NEW FOCUS BY BAITD FOR 2017
Inclusive banking

Islamic banking

IFRS and financial statement of banks
Enhancing service quality in banks
Disaster recovery management

IT security and fraud prevention in
banks

R e

TEACHING FEATURES & TRAINING TYPES

Teaching Features Training Types

a) LBQ method (Learning By a) Induction courses (for newly recruited Management
Question)method Trainees, Probationary Officer, Teller and other officers)
b) KPN (Key Points Note) b) Foundation courses (covering all the core areas of

c) CSA (Case Study Analysis
d) GDT (Group Dynamic
Techniques Q)

exchange)

branch banking: General Banking, Credit and Foreign

Regulatory course (Prevention of money laundering &
combating financing on terrorism)

d) Awareness program (Internal control system of our bank)
e) Reporting courses(Integrated Supervision System-ISS

reporting), RTGS operation etc.

f) Motivational courses (Customer service, good etiquette

etc)

g) Non-traditional courses (Inclusive financial literacy,

BEFTN & RTGS)

TRAINING BY DIFFERENT INSTITUTE

Year 2016
Name of the Institute
Persons Hour
BAITD 2,267 40,968
Bangladesh Bank 87 408
BIBM 110 1,880
Overseas/Foreign Training 33 928
Other Institute 80 2,034
Total Participants and Manhour 2,577 46,218
Training by
Different Institution
E In House Training MExternal training ®Foreign Training
(@) (@)
o ()
0 N 0
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o
<
o
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Research & Strategy

Research & Strategy is a new concept in FUNCTIONAL ORGANOGRAM OF R&D
the banking industry of Bangladesh, can
be seen as a bold step in materializing
Bank’s vision to create a division that
would provide research-based, holistic
and unbiased view and act as a guiding
force in attaining Bank’s mission, vision
and goals. Since, research and strategy are
so closely interrelated, a permanent and
formal link between these two in the form
of a Division may enhance organizational

synergy.
FUNCTIONAL ORGANOGRAM OF OSM

FUNCTIONAL ORGANOGRAM OF R&S

[

Development
& Review

Communication

KEY JOB RESPONSIBILITY OF UNITS MAJOR ACTIVITIES IN 2016
UNDER R&S In the 1 year of commencement, the R & D Division has successfully completed the
Research & Development (R&D): following strategically important projects of the Bank:

® Providing unbiased, scientifically

derived and 360-degree review of 1. Concept Note on SME Banking Business Model
1S5ues rel.ated t.o the bank in particular 2. Loan Management Cycle through Agent Banking
and the financial system in general to i ,
the management and the Board. 3. Agent Banking Strategy Review
4. Concept Note on Implementing Regional Offices
OFFICE OF STRATEGY MANAGEMENT 5. Pan Country Business Potentiality Study
(OSM) 6. Branch Business Feasibility Study - An unique effort to make a footprint of the bank
e Atop-line coordination and on a particular locality on the basis of business feasibility research
facilitation role in development and 7. Identifying key reasons for incurring loss & possible remedies for loss making branches

communicating Strat-Plan of the Bank. 8. Business Budget for the Branches of Bank Asia for 2017
® Aleadingrolein review and monitoring
of Strat-Plan of the Bank

©

Comparison of Key Performance Indicators: Conventional vis-a-vis Islamic Banking
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Capital Strengthening

Bank Asia is always committed to ensure
sustainability in doing business including
capital adequacy to support healthy
growth of business. In this pursuit Bank
Asia successfully closed its second
subordinated bond of Tk. 3,000 million

in February 2015. Upon the issuance of
this 7 year floating rate non-convertible
subordinated bond as Tier 2 capital of the

bank the CRAR (Capital to Risk weighted
Asset Ratio) reached to 12.42% as on
December 31, 2016 against required 10%.
To support healthy business growth and
ensure compliance with the Basel Il
capital accord in line with Bangladesh
Bank roadmap Bank Asia has decided
furtherissuance of Subordinated Bond of
Tk. 5,000 million as Tier 2 capital in 2016.

In this regard, Bank has already received
consent from BSEC (Bangladesh Securities
and Exchange Commission) on December
21,2016 and Bangladesh Bank approval
on March 29, 2017 where SCB (Standard
Chartered Bank) is working as Lead
Arranger.

Anti Money Laundering

Now a days Money Laundering(ML) and
Terrorist Financing (TF) are burning issues
all over the world as well as in our country.
Since the 9/11 terrorist attacks in New

York and Washington, ML & TF have been
considered as bad signs on a country’s
economy. For the reason, Combating ML and
TF is therefore key element in promoting a
strong, sound and stable financial sector.
Besides this, ML & TF have major impact on
a country’s economy as a whole, impeding
the social, economic, political, and cultural
development of societies worldwide. In the
Banking arena Bank Asia plays a vital role
from the very beginning as a front runnerin
prevention of ML & combating TF through
executing various rules, regulations, manual
on AML & CFT issues, Customer Acceptance
Policy, ML & TF risk management guideline
etc.

The techniques of Money Laundering (ML)
and Terrorist Financing (TF) are ever evolving
process. The methods and techniques used
for money laundering and terrorist financing
are changing in response to developing
counter measures. Sophisticated techniques
have been used to launder money and
finance for terrorism adds to the complexity
of these issues. Under the law of Financial
Action Task Force (FATF), fund lying with
foreign correspondence banks might be
frozen, if any link is found with terrorist
activities. Bank Asia’s Management is always
aware to mitigate the risks by taking various
ladder on the regular basis through Anti
Money Laundering Department (AMLD) under
supervision of Chief Anti Money Laundering
Compliance Officer (CAMLCO) and Deputy
Chief Anti Money Laundering Compliance
Officer (DCAMLCO). In the Branch level,

Branch Anti Money Laundering Compliance
Officer (BAMLCO) and Branch Anti Money
Laundering Officer (BAMLO) are very much
lively to prevent ML & TF independently

and would make the Bank compliant on
these issues. Assignment of two officials
(BAMLCO & BAMLO) in the branchesis a
stronger commitment for mitigation of ML

& TF matters which is different than the
peers. He/she is overseeing all activities
regarding AML & CFT issues from account
opening to reporting suspicious transaction.
From this year branch has started screening
of local and foreign sanction list (US, UN,
OFAC etc.) through a software called as “AML
Solution™for probable/existing/floating
customers before providing any banking
service to them. The regulatory requirements
are being complied with and the ML & TF
Risk Management Guideline, BFIU Circular-10
(Master Circular) and other manuals, policies,
circulars, circular letters, Money Laundering
Prevention Act, 2012 (Amendment, 2015)
and Anti Terrorist Act, 2009 (Amendment,
2012 &2013) are being followed by the Bank
for opening of new accounts, monitoring
transactions,up to date TP & KYC, reporting
of CTR and STR. It is mentionable that Bank
Asia is one of the best complaint banks on
AML & CFT issues.

AML Department conducts Audit &
Inspection independently at least once in
every year for all the Branches, SME Service
Centers and Islamic Windows of our Bank

to identify lapses/irregularities related to
account opening, preparation and update
of KYC and other related issues, preparation
of accurate Transaction Profile (TP) and to
build up the knowledge about AML issues/
matters. AMLD is also inspecting Agent
Point/Outlet of the Bank which have been
operating under the umbrella of Agent
Banking. Moreover, AML Department
responds to queries of foreign banks under
US Patriot Acts and also attends to the
account queries of different competent
authorities. CAMLCO and DCAMLCO of our
Bank have been participating in the CAMLCO
Conference every year. Bank Asia has been
arranging District Level AML related training
as lead bank for officials of all schedule
Banks operating in the district(s). AMLD
always arranges and conducts AML training/
workshops to train all the employees of our
Bank and most of the employees of both
Branch and Corporate Office has already
obtained AML & CFT related training/
refresher training. The total number of
employees of our Bank (both Corporate
Office & Branches) was 1,970 as on December
31,2016. Among them 1,906 numbers of
employee obtained training regarding AML &
CFT issues.

No. of employees % of employees No. of employeesin % of employees
in Branch level CO level
1358 98% 548 91%

In 2016, AML Department arranged and conducted 16 AML training/workshop to train the
employees of the Bank including sub-agent to meet up our regulatory requirement where 678
participants were attended. As a result, officials become aware and conscious regarding AML &

CFT matters.
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Branch Operation

The greatest achievement by the Branch
Operations Division (BOD) this year is
that the Bank’s Operation Manual has
been finalized. Under the guidance of
BOD more than Tk. 2,220.00 million worth
different kinds of Sanchaypatra have been
issued through Dhaka based Branches
during the year 2016. BOD realized Tk.
467 million from Bangladesh Bank as

the sales proceeds and earned around
Tk. 5.40 million as sales commission.

BOD also Issued a total number of 373
Instructions and Information Circulars on

different regulatory issues as well as Bank’s
internal policy. During the year 2016 BOD
hasissued 41 PA numbers from Branch
Operations unit.

During 2016, ‘Central Customer Service

& Complaint Management Cell (CCS &
CMC)’, the wing of BOD has handled 87
complaints and resolved those complaints
very sensibly and efficiently. In this regard,
BOD has guided the branches for the
improvement of institutional & individual
ethical standard, to ensure better customer

service quality and to demonstrate
customer awareness program. All sorts

of complaints/grievances received were
attended and resolved professionally. BOD
also assisted in choosing the best suitable
location for new Branch premises.

Moreover, BOD is monitoring CASA
Account opening trend of the Bank on
daily basis. The division also monitors the
performance of loss making branches and
suggests remedial measures and reports to
the senior Management.

Logistics and Support Services

Logistic support is the vital functional

area of the Bank which builds necessary
infrastructure and provides essential
establishment to effectively operate the
Bank in order to achieve the goal. In a
banking business environment, integrated
logistics support services is a management
function that provides planning, design
and support business operation through
infrastructure development, procurement,
inventory, warehousing, distribution,
transportation etc.

Special Asset Management Division (SAMD)
is one of the vital divisions of the Bank
entrusted to deal with non-performing
assets of the Bank, providing in-house legal
services, and monitoring of pending cases.
The law officers are engaged in providing
in-house legal opinion, drafting of various
deeds & agreements on various matters

in discharging Bank’s day to day dealings.
They also closely monitor and follow-up the
court cases and maintain liaison with the
Bank’s panel lawyers for speedy disposal of
suits filed by the Bank and/or filed against
the Bank. Besides above, classified loan
accounts are also being monitored by this
Departments.

In 2016, SAMD with the help of respective
branches has recovered Tk. 6,641.49 million

MEJOR ACTIVITIES IN 2016

® Opened 7 new branches, 1 Collection
Booth and 10 new ATM booths at
different places of the country.

® Sixstoried beautifully designed state-
of-the-art commercial building has
been constructed at Bank’s own land
at Lalmatia, Dhaka, where Bank Asia
Institute for Training and Development
has been relocated.

® \Vertical extension of Dormitory for
Nurse’s Hostel at Bangabandhu Sheikh

from nonperforming loan accounts as under:

Mujib Medical University (BSMMU) and
also OPD Building of Holy Family Red
Crescent Medical College Hospital,
Dhaka.

@ Started 12 storied own Building
Complex at Kawranbazar, Dhaka.

@ Started 10 storied own Building
Complex at Sukrabad, Dhaka.

® Construction of Reading Room for
students of Begum Badrunnessa Govt.
Girls College under CSR program.

Million Taka
Sl Particulars Year 2016
1 Cash Recovery from Old CLs (as on 31-12-2015) during the Year 483.20
2 Cash Recovery from included CL during the Year 2016 1,377.29
3 Cash Recovery from Rescheduled & Restructured UCLs during the Period 4,749.19
4 Cash Recovery from Written off loan during the Year/Period 31.81
Total 6,641.49

Moreover, 61 nonperforming loan accounts
covering outstanding of Tk. 421.25 million
have been amicably settled. Apart from
the above, Tk. 10,779.82 million has been
regularized/rescheduled up to December
2016 by the effort of the Division.

During 2016, out of total 219 number of
pending Artha Rin suits valuing Tk. 11,940.87

million, a cumulative number of 131 Suits
valuing Tk. 5,618.42 million have so far been
decreed in favour of the bank out of which
16 number of suits valuing Tk. 791.72 million
have decreed. Apart from obtaining decree
against major number of suits, cumulative
recovery from suits (both finally disposed of
and pending) stands at Tk.1,072.80 million
out of which Tk. 280.56 million have been
recovered in 2016.
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RISK BASED CAPITAL
ADEQUACY

The Bank has formed a strong capital base
by way of various capital enhancement
initiatives with a view to promote more
integrated management of market

and counter party credit risk and also
operational risks. As per Pillar-3 revised
RBCA (Risk Based Capital Adequacy)
guidelines of Bangladesh Bank, all
scheduled banks have to publish their
capital adequacy disclosure framework
for market participants i.e. stakeholders
as a key information about the bank’s
Minimum Capital Requirement (MCR)
under pillar I of Basel lll and exposure to
various risks related to capital adequacy
to meet probable loss of assets. Details of
required disclosures both in qualitative
and quantitative form are laid outin a
separate segment.

CORPORATE GOVERNANCE
Corporate governance is a concept
referring to the ideal mode of ensuring
firm’s accountability to its various
stakeholders through a strict system of
internal controls and procedures. Since
the responsibility of maintaining a good
corporate governance system lies on the
board of directors, Board of Directors

of Bank Asia always keeps alignment
with the related rules and regulations of
various regulatory bodies. The corporate
governance of Bank Asia is of superior
quality placing the fairness, transparency,

accountability and responsibility on

its top most priority. Our disclosures

on status of compliance on BSEC and
Bangladesh Bank guidelines demonstrate
strong compliance culture of the Bank.

In recognition of that Bank Asia has
garnered Bronze award under Banking
companies category in 3rd ICSB National
award for Corporate Governance for AIR
2015 by Institute of Chartered Secretaries
of Bangladesh (ICSB). The details of
corporate governance practice of Bank
Asia are discussed in a separate segment
‘Corporate Governance’.

CORPORATE SOCIAL
RESPONSIBILITIES

Bank Asia has always been streamlining
its efforts to look beyond short-term
quantitative gains and concentrates on
issues that make the institution socially
responsible. It gives all out efforts towards
sustainable balanced growth. We are
committed to social and environmental
well being and strive to ensure sustainable
balanced growth in economic, social and
ecological arena.

In the year 2016, Bank Asia performed
various CSR activities alongside its

three major programs - Higher Study
Scholarship, Construction of BSMMU and
support to cold and flood hit people.
The Bank’s contribution in CSR was Tk.
109.06 million in 2016. CSR activities will

Mr. Md. Arfan Ali,
President and
Managing Director
of Bank Asia
Limited received
Bronze award
from ICSB for
Annual Integrated
Report 2015
under Corporate
Governance

get accelerated pace in future to unveil
more deserving areas through Bank
Asia foundation. Detailed CSR activities,
programs are described in a separate
segment of Summary Sustainability
Report.

GREEN BANKING

Bank Asia believes in eco-friendly and
socially responsible banking system

which drives the whole nation towards

a healthy environment and presents an
excellent and hazardless banking. In order
to protect/balance the environment, Bank
Asia is spreading its wings by introducing
both in-house and external Green activities
towards supporting Green Economy.
Energy efficient in-house Management
through reduction of energy and resources
consumption such as reduction of use

of paper, maximum use of day light and
environment friendly business activities

by financing to renewable energy and
carbon offset projects, brick fields using
Hybrid Hoffman Kiln (HHK) and tunnel Kiln
Technology, CNG conversion projects,
effluent treatment plant etc. are of prime
focus of the Bank. For a sustainable
economy Bank Asia plays crucial role in
financing environment friendly projects
led by green banking that believes in
social responsibility. In 2016, Bank Asia
approved the non funded limit of Export
financing for ETP of Tk. 53.20 million

to Robintex (Bangladesh) Ltd. ( a sister
concern of Robintex Group). Bank Asia also
financed for Valmont Fashion Ltd. Tk. 10.10
million and disbursed Tk. 4.95 million
forimporting Fire Alarm, Fire Detection
system and Fire hydrant System for
compliance of the project and procuring
materials/ equipments/ accessories from
local sources and installation of Fire
system. For better energy efficiency and
lower emissions, Bank Asia also financed
Tk. 97 million in 11 projects to set up
Zigzag chimney. We saved Tk. 21.85 million
by using e-Statement, SMS Banking SMS
Alert, net Banking, E- Fund Transfer, digital
attendance, E -Mail correspondence etc.

www.bankasia-bd.com
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Directors’
Report

BA Exchange Company (UK) Limited

Bank Asia Securities Limited (BASL), a
majority owned subsidiary company of
Bank Asia Limited started commercial
operation independently from April 17,
2011 having 07 outlets across the country
with a paid up capital of Tk. 2,000 million.
Bangladesh Capital Market faced a mixed
trend throughout the year in 2016. It was
much bearish in the 1st quarter of the year.
After a substantial fall down up to April,

it was in a retrieval mode up to October,
whereas it was in bearish trend in 2015.
Total Market capitalization of Dhaka
Stock Exchange stood at Tk. 3,412.44
billion as on December 31, 2016, from Tk.
3,159.75 billion as on December 31, 2015
representing a growth of 8%.

BA Exchange company (UK) Ltd. has turned
to profit making company for the first time
in 2016. The main challenge is to retain the
business and the key will be competitive
pricing for long run success. Brexit has
caused the Sterling to fall sharply against
Dollar by almost 20%. Inflation is also
increasing since then and may continue
throughout the year ahead. So we need to
be pro-active rather than reactive.

The fallin the rate will obviously put
people off from remitting but this should
be back to norm once the lay people
understand that the change is not a blip
and the sudden fall was because the
result was not anticipated and the
markets simply reacted to take it to its new
norm.

The ATM installed at our premises for our
customers since February 2015 is bringing
in a steady revenue and we are in pro-
tracked talks with a third party in relation
to a potential new business stream,

but unfortunately this has stalled due to
internal restructuring of that business. It is
still in the pipe line but the likelihood is not
so high but we are still pursuing this.

Bank Asia Securities Limited (BASL)

BASL has been continuing the position

of DSE’s Top-20 in terms of daily turnover
throughout the year. Operating profit stood
at Tk. 282.82 million as on December 2016
which was Tk. 43.89 million in December
2015. Number of total active clients
reached at 5,197 in 2016, which was 4,810
in the previous year, representing a growth
of 8.05%. Margin loan outstanding stood
at Tk. 5,488.27 million in 2016, which was
Tk. 5,447.80 million in 2015, representing a
negative growth of 1.97%.

The agreement with Western Union is
working well in sending money globally
and will bring in non-Bengalis and we are
also attracting the sale of foreign currency,
though this is very passive. The availability
of funds could help to improve income
from this source as there are regularly
customers who are being turned away.

With the prudent directives of the board
and management, hard work of our
counter staff, unique marketing, improved
service process made us one of the most
preferred choices of remittance partner by
expatriates living and studying in the UK.
We carried out a survey on our services
where 86% of our customers rated us
excellent and rest as very good. So our
continuous endeavor will be deployed to
improve service excellence further and
convenience of our customers.

Year Invoice Sl
(Million USD)

2015 13,119 8.93

2016 17,570 12.35

. Total
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2016 | 939
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INITIATIVES IN 2016

Installed an ATM at branch that yearly
generates GBP 6,000

Established agency arrangement with
Western Union to send money globally

Entering into collaboration with
Currency Exchange (CEC) to increase
BAE’s presence in 30 locations in the
UK without major establishment cost
Appoint agents in the 3rd & 4th Quarter
of 2017 after getting approval to act as
an API

Start L/C Advising facilities by 1st
Quarter of 2017
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BA Express USA Inc. was officially launched
in 2014. Now it has two branches, one

in New York and the otherin Brooklyn.
Through launching of these 2 branches

in USA, it serves its customer by remitting
their hard earned money through out

the year. To provide easy, low-cost and
convenient remittance opportunity for the
Bangladeshi community living in NewYork
BA Express received remittance of

USD. 29.49 million in volume through
63,944 number of invoices in 2016.

Year Invoice Remittance
(Million USD)

2015 64,973 34.44

2016 63,944 29.49

INITIATIVES IN 2016

® Established agency arrangements with
34 agents across New York

® Incorporated new agents to increase
remittance volume

® Increase selling Volume

Reduce operating expenditure

® Generate minimum critical volume (i.e.
USD 3.41 million monthly) to reach ‘no
loss no income’ state

® Expansion of collection and
distribution channels

EVALUATION OF QUARTERLY REPORTS
The Board of the Directors evaluated

the quarterly reports every year. The
Management prepared the financials and
submitted to the Board for approval. The
Board examines the financials with due
diligence in order to ensure the financial
statements are fairly stated. Thereafter
the Board approved the financials with
recommendation in various aspects such
as reducing non-performing loan, increase
of profitability and other key issues for
improvement of financial performance.

ADDITIONAL STATEMENTS

Additional statements in the Directors’
Report prepared under section 184 of the
Companies Act, 1994 (Act No. XVIII of 1994)
is described in a separate segment.

Wl

A.M. Nurul Islam
Vice Chairman

OUR GRATITUDE AND THANKS

We want to continue on doing the best
and ensure prolonged developmentin
the economy, society, lifestyle and thus
every sphere of our country in line with
our vision. Our sustainable banking
operation is attributed to our prudent
Board of Directors, effective Management,
enthusiastic and skillful employees and
trust bestowed upon us by our valuable
clients and shareholders. We would

like to convey our earnest gratitude to
Bangladesh Bank, Ministry of Finance,
Bangladesh Securities and Exchange
Commission (BSEC), National Board of
Revenue (NBR), Government and other
concerned authorities for their guidance,
valuable suggestion and continuous
support. Our Board of Directors,
Management and staffs of the bank are
devoted to achieve the priceless goals of
the bank and to maximize shareholders
value through combined efforts and
strengths.

On behalf of the Board of Directors

\

- 1
M Shéhjahan Bhuiyan
Director
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INTEGRATED
REPORT

An Integrated Report (IR) is a concise
communication about how an
organization’s strategy, governance,
performance and prospects lead to the
creation of value over the short, medium
and long term and aims to cover a

vast area of the business activities in
sustainability framework. Unlike Annual
Report that merely deals with past
information IR reflects on how nonfinancial
considerations have influenced on financial
decisions as well as overall strategy of the
business over a period of time. \

Our IR gives a clear indication of our
business model, strategic focus, resource
allocation and future outlook to help

the stakeholders evaluate the Bank’s
intrinsic value creation capability. In our
fourth Integrated Report to the Bank’s
stakeholders we focused more on risk and

proach to N

“

opportunities through risk management
disclosures, corporate governance, and
sustainable banking initiatives with a view
to highlight Bank's overall performances
of 2016 and discuss the key factors that
are material to its present and future
value creation. We identify that we must
effectively manage our resources and
relationships to ensure attractive returns
on our investment over the long term. We
have also tried to keep this report concise,
consistent and complete, including

all material matters, both positive and
negative in a fair way and without material
inaccuracy.

Since inception, Bank Asia has been
directed with the vision of making a
poverty free Bangladesh. Our mission,
goals are set based on the vision and
continuously driving for the well being of
the people. Keeping this in mind, we are
expanding the base of our sustainability
business frame work through contributing
in building the society, strengthening
governance issues, value creation for our
shareholders and responsible business
complying environmental issues.
Stakeholders have become

more concerned about the company’s
activities whether it is earning by doing
ethical business.

By the journey of preparation each year IR
gives us new insight on how to improve
the report for the stakeholders and tried to
make it more informative and accessible.
Here we welcome any feedback on its
ideas, design, content and comments can
be directed to

arteam. ba@bankasia-bd.com
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Deposit and Advances

Strategies

Industry Advance

mIndustry Advances
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DEPOSITS STRATEGIES

@ Taping different government agencies

e.g. Foreign Missions, Roads & Highway,
LGED, Bangladesh Bridge Authority

etc, and also other different corporate
houses, e.g. Foreign Air Lines, Telecom
companies etc. and maintaining regular
intense social interaction with different
segments of the society.

Cross Selling of different products
including retail to corporate customers.

Exploiting the growing rural deposit
basket by setting- up smaller size low
cost rural branches and establishment
of most important channels like EBEK
(Ektee Bari Ektee Khamar), Agent
Banking etc.

Offering cash management services, i.e.
collection of institutional accounts and
effective use of EFTN service to ensure
fast & secure cash service.

Rigorous CASA campaign, Hajj deposits
campaign and so on.

Exploit mobile banking services to tap
huge low ticket domestic remittance
and mobile wallet to facilitate retail
shopping.

Bank Asia
36.700 Deposit
s o Deposits
s o Growth Amt

18,500

7,008 10,431 25289

13471

ADVANCES STRATEGIES

® New emerging sectors like power,
ship building, ship breaking, jute yarn,
ceramic, pharmaceuticals industry etc.
to be more focused.

@ Existing thrust sectors like agro based
industries, leather, frozen food, textile
industry to be more focused.

@ Backward linkage industries to be
targeted which will provide a good
source of SME business through
availing the benefit of supply chain
management.

® More priority to export oriented
industries to help increase forex flow,
earn through multi channel which will
help increase no cost fund of the Bank.

® Special attention will be given to
expand SME credit portfolio to achieve
relatively higher yields and also to
reduce adverse effects of large volume
defaults.

® Risk Management techniques should
apply to ensure strong internal control
over business operation.

@ |dentifying probable problem accounts
through Early Warning System (‘EWS’)
and taking appropriate care of those
and formulating exit plan, where
necessary.

@ Disbursement of loan to high yield
generating business segments
commensurate with calculative risk and
maintain high quality asset portfolio.

224811
191273 ~°
169,827 4" 28,958

2002 2003|2004[2005[2006[2007 2008[20092010[20112012[2013[2014120152016[2017(E)  2002|2003(2004|2005|2006/2007/2008[2009|2010/2011/2012(2013[2014]2015[2016/2017 (E)
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Import and
Export Strategies

Country Position Vs
Bank Asia Position
Percentage %
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IMPORT & EXPORT STRATEGIES

® Arranging credit lines for foreign currency from international
agencies to facilitate international trade business particularly import
clients at a competitive rate and the country as a whole will get
benefit of building foreign exchange reserve.

® Marketing for not only established business houses but also the
potential clients having strong entrepreneurship spirit to grow.

® Garments sector will be more focused where tested and potential
clients will be in the portfolio basket under the regime of calculative
risk return trade-off.

® Emerging ship building and ship breaking sectors will explore new
opportunities which the Bank will tap for increasing international
trade.

® Industries having backward linkage will yield better opportunity
and reduce risk exposure.

® Focusing on service export sectors like IT and Education.

Bank Asia
Export
26,329
® Export 120,419
o Growth Amount Pt
17,513 103,139 .-
g ’_,.
-717,280

5336 7,104
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Future
Orientation

There are some challenges for the

year 2017 and we also expect some
opportunities in this year. It is essential
that we make an intensive effort to move
forward towards achieving the goal.

CHALLENGES

1.

The country’s inward remittance
dropped to a six-year low to $13.61
billion in the just-concluded year
might hit the growth of the country’s
projected GDP of 7.2%.The issue
should be addressed by the authorities
concerned immediately to boost the
inflow of remittance through banking
channel.

Last year’s cyber-attack on Bangladesh
Banks reserve was an unprecedented
phenomenon for the Banking sector of
Bangladesh. But Bangladesh Bank is
trying their best to recover the stolen
fund.

Highly inconsistent interest rates of
deposits and lending of banks in the
country stand as a stumbling block to
bank’s investment. In some banks and
financial institutions, deposit interest
rates have come down to 5.0 to 6.0

%. This unrest situation is not very
beneficial for banking sector rather it
decreases the overall profitability of the
banking sector.

It has been too long that falling oil
price affected the overall economic
condition of the world but the price
setting policy of the government in
this regard may not be benefited the
retail consumers and the business
enterprises.

The high rate of non-performing loan
is an acute problem and as such it

is really difficult to clean up. But to
ensure sustainable development in
banking sector a comprehensive plan
should implement immediately.

Huge amount of reserves shows
lack of growth in public and private
investment, a major concern for the

8.

10.

banking sector which will decrease
banking activities

State owned commercial Banks are
failing to maintain the minimum
requirement pf CRAR. This
underperformance of banking sector
brought down the total share below
the minimum requirement.

As both return on assets (ROA) & return
on equity (ROE) declined in June 2016
compared to that of December 2015.
The profitability and earning ability of
Bangladesh’s banking sector has been
declining over the past few years.

From banks’ perspective, maintaining
service quality, keeping compliant
with the regulator, retaining agents in
the business and business continuity
in case of agent-exit are also major
challenges.

Enormous capital expenditure like

the Padma Bridge and the Metro

Rail project can hazardously reduce
national saving and remittance reserve
which may lead an adverse situation in
banking sector.

OPPORTUNITIES

1

Dhaka Stock Exchange (DSE) started
the year with an all-time high record
of the market capitalization. The rise
in turnover and index the two most
importantindicators of the market in
general suggests that the investors’
confidence in the market is coming
back. So this positive movement

in stock exchange may show more
prospects.

Gradual growth of import gives a
positive signal regarding imminent
investment and economic activities
that may create more opportunities for
the Bank.

Continuous growth in agricultural,
industrialand service sector as well
as downward movement of inflation
rate can increase the performance of
banking sector.

Bank Asia’s ongoing financial inclusion
program like “EBEK” & “Agent Banking”
can create generous opportunities that
present in the geographically dispersed
segment of Bangladesh.

Globally, Bangladesh is getting more
export orders since the largest apparel
exporter, China is losing market share
due to high production cost and
shortage of skilled manpower, from
which Bank Asia may grab business
opportunity.

. Agent banking has registered a 52%

quarterly growth in total amount
transacted in the 3rd quarter of 2016.
Bank Asia is leading the path with 1200
agents among the existing 12 licensees
of agent banking.

Recent rise of Smartphone user and
internet usage on cellular devices has
created a possibility of taking banking
activities more on digital platform.
Launching banking application for the
new generation & to make banking
easier for smartphone users will
inspire customer to take technological
advantages.

Private entrepreneur’s tendency to
draw foreign loans declined recently.
As local banks are full with credits and
both term loans and working capital
are available at single digit, Interest
of private entrepreneurs in internal
borrowing is growing gradually.
Hopefully Bank Asia will grab the
opportunity.

. Agood number of foreign investments

and employment opportunity can be
expected to generate for the mega
projects like Metro Rail project, can give
Bank Asia new business potentials.
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Strategic
Focus

Improved performance through capacity
building and employee productivity
revitalizing efficient service delivery,
organizationaleffectiveness, strong public
relations and customer satisfaction
equipping employees with expertise,
necessary skills and knowledge properly
addressing employee motivation,
satisfaction, health and morale to
improve employee productivity altogether
culminate performance of the Bank.

BUSINESS KPI’S

Bank Asia has chosen some financial and
non-financial key performance indicators
(KPIs) that are important for its future
success. Financial KPlIs: Proportion of SME
portfolio, loan loss rate, Cost Management,
Net-operating Income Growth, Operating
Income Mix, Cost to Income, Shareholder
Returns. Non-Financial KPIs: Employee
engagement, Brand perception, customer
satisfaction, IT performance &system
reliability, number of CASA customers,
proportion of non-interest income,
distribution outlet outside Bank’s own
network.

BUSINESS KRI’S

Bank Asia has chosen some forward
looking key risk indicators (KRIs) to focus
on emerging risk to recover, improve or
maintain its performance. Bank Asia is
committed to create good risk culture
thatincludes clear guidelines,clear
responsibilities and risk awareness
programs to identify.

KRIs: Emerging impediments to financial
performance, regulatory status, Asset
growth outpacing capital growth, increase
in SMA in the bank’s geographic location
or customer cluster, increase in approvals
of credit proposal exceptions, increase in
percentage of interest on loans to total
loans, significant changes in funding mix
period to period.

MENTORSHIP PROGRAM FOR
BRANCHES

Bank Asia implemented zonal mentorship
conceptinvolving Senior Management

to monitor branches seamlessly with

a view to managing core risks of the
Bank, optimizing the revenue streams
(profitability), expediting credit approval
process that will help achieve goals, make
smart business decisions,overcome work
place challenges and learn new skills.

CUSTOMER SATISFACTION

Bank Asia is sincere to create higher
customer satisfaction and loyalty by

its brand enhancement programs,
personalizing banking, creating brand
ambassadors, Online product innovation,
measure and reduce customer effort,
creating differentiated customer value
proposition, conducting customer
satisfaction survey for identifying client
expectations as well necessary actions to
be taken for service improvement.

GOING GREEN IN THE FUTURE OF
BANKING

Bank Asia firmly promotes green banking
to reach its long term strategic objective
to be a green, triple bottom line bank
where every decision will be taken

with both financial and environmental
considerations in mind. The Bank’s green
banking initiatives includes Online &

house gas emission, mapping bank’s
carbon foot print, efficient energy use,
environment friendly projects like ETP,
Zigzag and HHK technology, plants
nursery, biogas and horticulture projects
etc.

PROMOTING FINANCIAL INCLUSION
One of the strategic priorities of Bank
Asia is to promote financial inclusion

for combating poverty which the Bank
firmly believes to achieve by its deposit
services, agricultural credit program,
small enterprise financing for productive
new off farm employment of ‘missing
middle’, Solar home system projects with
NGO-MFI partners, foreign remittance

of poor migrant workers channeling

through partner MFls, domestic remittance

distribution, mobile operation through
SMS banking, EBEK project for the ultra-
poor people and Agent banking for the
under served population.

GIVING BACK
Bank Asia believes in giving back to the

community and it will continue to promote

education, fulfill its commitment to
community health, disaster management,
clean environment, sports, art and

paperless banking, reduction of green culture.

Resource allocation area ReHsL:)r:ra'cls il :_]I:‘ |)pment Flt():c:‘.s:.a)ce

Business Head 1 520,915.93 336.17
Zonal Office 4 2,083,663.73 1,344.68
Branch Banking Services 1,407 732,928,716.20 472,992
MD’s Secretariat T 3,646,411.52 2,353.19
HR Planning & Manning 33 17,190,225.75 11,093.63
Operations Support 72 37,505,947.10 24,204.29
Finance Function 16 8,334,654.91 5,378.73
Treasury Function 14 7,292,823.05 4,706.39
Loan processing & supervision 213 110,955,093.50 71,604.35
International Operation 68 35,422,283.37 22,859.61
Information Systems 87 45,319,686.08 29,246.85
Board Secretariat 9 4,688,243.39 3,025.54
Internal Audit & Compliance 39 20,315,721.34 13,110.66
Total 1,970 1,026,204,385.87 662,256.23
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Our Activities
and Values

EXTERNAL FACTORS

Finance

Economy
Technology
Environment

Social cost & benefit
Ethical

Legal

Customer
Competitors
Infrastructure

BUSINESS ACTIVITY

By using deposited money placed by
customers and other surplus entity to
facilitate lending to the customers with
proper utilization of existing capital

by minimizing risk through approved
regulatory environment

By accelerating investment and build
up capital through offering quality
banking facilities and knowledge-
based services to our customers

By maintaining economic stability
through proper control of money
market

Growth of
Employees

7% 2016
2015
11% 2014

We recruit talented people and train
them so that they can increase the
company’s value by giving their best
effort and labor

By offering unique products to our
clients to support their business
requirements, including commaodity,
credit, foreign trade, debt and equity
instruments

VALUES THAT MAKES US STRONGER

Efficient, skilled and experienced
employees

Dedicated customer service
Proactiveness

Team Work

Commitment to the Shareholders
Integrity and accountability

Highly efficient management
Sustainable commitment to the society

VALUE CREATION ACTIVITIES

To support economic growth, through
credit, investment capital, trade
finance and infrastructure financing we
facilitate allocation of capital

Facilitate access to financial services,
enabling socioeconomic development
and personal wealth creation, which
are relevant to the markets in which we
operate

‘ Tax
Amount

. (Taka in million)
4,349 2016
3,901 2015
2014

By paying taxes, we contribute directly
to governments to build stronger
economies

® Provide effective markets to encourage

banking activities of customers and
clients through secure and reliable
transactional systems and processes

® Enablefinancial protection and

diversification through risk transfer

® To ensure customers have safe as well

as convenient access to their savings
and funds we deploy and maintain the
integrity of banking infrastructure

® Build and maintain a good governance

framework to protect and enrich value
creation

® Actively make progress against our

strategic priorities to achieve our vision

® Engage with stakeholders and

responsive to their concerns

® Entrench our code of ethics and values

® Bean active corporate entity

Reinvestment
(Taka in million)

4,1802016
2015
3,399 2014

) -

Wealth is reinvested for further growth
of our business, which ultimately benefit
our stakeholders
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BANK ASIA’S VALUE CREATION
ACTIVITIES

The outcomes of the roles we play in the
course of our business activities, and
the ways to ensure that value creation is
maintained, are illustrated below:

THE VALUE WE HAVE CREATED

Being a financial institution engaging

in banking activities, we are a part and
parcel of economy and facilitate at a
fundamental level of economic growth
and social development of the economies
we serve,

We always believe that one of our greatest
strength is Human Resource and for
quality and value added service to the
stakeholders, we frequently arrange
training and development programs to
our employees. We have also made 7%
growth in employment creation from last
year. Using the available stocks of capital,
we create value through our integrity

of banking infrastructure. Ultimately,

the most significant outcomes of our

Environmental
Savings
. (Taka in million)

21.85 2016

18.14 2015
2014

Our commitment gradually increasing
over the years for maintaining eco
friendly environment which is essential
for our survival

business activities are contribution to
socioeconomic development, which we
are achieving through profitability. Thus,
in 2016 Bank Asia proposed 12% stock
dividend and paid a tax amount of

Tk. 4,349 million. As the Basel Capital
Accord (Basel) requires banks to

allocate financial capital to meet capital
requirements, so we facilitate allocation of
capital to support economic growth and in
2016 our reinvestment amount was

Tk. 4,180 million. In addition, we had

Tk. 21.85 million as environmental savings
and as financial inclusion we are serving
1,266,930 beneficiaries through our EBEK
and 132,353 account holders through
(growth of 160%) agent banking program.
To protect and enrich value creation, we
build value based culture and maintain
strong governance frameworks.

Beneficiaries
of EBEK
T 1,266,930 2016
1,147,125 2015
2014

With an aim to serve the unbanked
people, Bank Asia successfully operating
EBEK (Ektee Bari Ektee Khamar) project
since 2012

Deposit of
Agent Banking

(Taka in million)

1,084 2016
374 2015
2014

Provide banking services to
geographically dispersed poor segment
of the society through Agent banking
since 2013

www.bankasia-bd.com
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From Chief Risk
Officer’s Desk

We have come to the closure of another year in Bank Asia. So what did we achieve

in a market in 2016 which consistently saw excess liquidity, further exposure getting
converted into foreign currency directly impacting net interest margin, as well as
reduction in non-funded earning stream, above all non-performing loan burden causing
a shrinking profit. The bank strongly pursued the strategy to explore new avenues of
earning stream through agent banking, small and micro loans, middle-market business,
Islamic banking etc.- to recover from the cut-throat and uneven competition in the
corporate and large loan sphere. Market scenario remained almost unchanged from
2015, rather gotten aggravated further as the avenues of investment did not open up

to the extent as projected by the bank. Main reason was clearly Government borrowing
through treasury bills and bonds remained very low in a market which still is a long way
away from achieving maturity.

We all really need to understand that it is not always possible to compare a bank’s
performance with another bank as every single bank has its own unique portfolio and
stated strategy which is based on a different set of risk appetite and business model.
Bank Asia’s performance should be judged against its own set strategy and portfolio as
such. Against set strategy to be able to achieve economies of scale in small business a
substantial volume needs to be generated, which is really a matter of a big workforce
number or alternatively time. We did not generate the business to be able to reach

our target in a shrinking profit scenario. However the assurance factor of the principal
of small, micro and retail business is statistically proven to be stronger than that of

the medium and large business as the probability of default in a percentage term is
more manageable and much lower in the case of such businesses, which showed that
the set strategy was in the right direction, though needed to be pursued in a practical
manner. Also the pricing can take care of the risk represented. When the primary driving
force of doing business fell short in its expectation it created pressure on the overall
performance of the bank and shift in strategy did happen. In addition the small and
medium businesses could not get respite from the cut-throat competition and market
force ignored the basic principles of pricing and lending in this excess liquid market
aggressively just like 2010.

Age old habit of “Greed” factor which has
always put emphasis on short term profits
overlooking the long term - has been the
key driving force ignoring all previous
examples for the industry. Instead of
“accounting profit” economic profit
needs to be followed to avoid not only
unhealthy practice but also to establish
“Corporate Governance” to a transparent
level. With the lending pressure, it seems
again money will get into unstructured
enterprises where it has a previous record
of getting into the property and capital
markets, creating another credit crisis in
the very near future.

In this backdrop it is necessary to re-
emphasise here that the driving principle
remained the same as far as Bank Asia is
concerned - which is sustainable profit on
the back of Corporate Governance.

The bank tried to further differentiate

its portfolio and looked at new lines to
ensure the “sustainable” stream of profit
as mentioned earlier. Bank Asia’s strategy
of reduction in commodity trading in
proprietorship concerns wasan on-

going process, but the legacy portfolio
continued to take its toll. The Bank’s
utmost endeavour was to build its own
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risk culture and grow a strong and resilient
portfolio which should be able to stand on
its own even in a volatile

members to cope with some critical factors
driving the liquidity as well as capital

and difficult market.
Replacement of the
bad books by taking on
more export oriented
business, construction,
manufacturing etc.
and diversification
especially in small

and retail loans where
there are predictable
cash-flows were taken

Age old habit of “Greed” factor which has always

put emphasis on short term profits overlooking the

long term - has been the key driving force ignoring

all previous examples for the industry. Instead of
“accounting profit” economic profit needs to be
followed to avoid not only unhealthy practice but also to
establish “Corporate Governance” to a transparent level.
With the lending pressure, it seems again money will get
into unstructured enterprises where it has a previous
record of getting into the property and capital markets,
creating another credit crisis in the very near future.

on and it was expected
to somewhat stabilise this portfolio.
Meanwhile the ratio of less costly (low cost,
no cost) deposits further improved to 47:53
over 2015’s 43:47, which was an integral
part of the very strategy.

The cash recovery was one of the highest
in the last five years. Cash recovery was
BDT 1.89 bio over 2015’s BDT .92 bio from
hard core rescheduled, restructured,

B&L and write -off accounts. Despite
BDT3.5 bio getting added to the classified
portfolio due to withdrawal of “stay” the
NPL percentage of 5.41% in real terms was
better because if the number was added to
previous year the percentage would have
been much higher than 2016. We were able
to amicably settle 61 numbers of accounts
and keep BDT 8.84 bio worth accounts live
with real cash recovery.

As the Central Bank has taken the

hard course of implementing BASEL IlI
suggested capital structure and most
advanced liquidity and risk-weighted
framework of the matured market we
needed to push even harder to ensure not
only rating of the portfolio but also strong
improvement in cash and cash equivalent
collateral. Additionally collateralization

of the book as much as possible by

fixed assets to the best of our capability
continued, to create less pressure on the
capital. Bank Asia persisted upon the
education of its Board Risk Management
Committee, as well as the overall senior

structure of the Bank. Economic profit
being the first one, collateralizing being
the second, liquidity coverage ratios (LCR,
NSFR) both in short as well as long term
being the third. Even understanding the
risk weighting for each product became
very crucial for maintaining required
capital. The entire Board’s involvement in
risk oversight is expected to strengthen the
“risk culture” further.

As rightly foreseen Banking Industry’s
struggle to align with the rapid evolution
that the industry itself is going through has
consistently

critical and important function for Bank
Asia.

Our policy of clear disclosure got further
recognized by Institute of Chartered
Accountants of Bangladesh (ICAB), for
second best presented annual reports for
the year 2015. The bank also secured 1
Runners Up position in the private sector
banks for the annual accounts from ‘South
Asian Federation of Accountants’ (SAFA).
Bank Asia achieved ‘Best Sustainability
Report in Bangladesh’ by NCSR Jakarta,
Indonesia. Our total endeavour to remain
transparent for our various stake holders
including our regulators have been
through our full disclosure of the financial.
This will be the basis to build market
confidence.

The unhealthy market competition
leading to compressed profit margins

did not deter the bank from pursuing

its fundamental strategy of “sustainable
measured growth”, which focused on

the clean-up and diversification of

the portfolio, development of human
resources, identification of causes behind
past failures, practical policy roll outs,
tightened monitoring and further systems

called for
changesin
policies and
systems which
is an extremely
difficult task in
a developing
industry.

As such the

Regulators
effort to involve Board in the risk has
taught them the value of capital and its
most effective use which can really bear
result if inculcation of robust ‘risk culture
and integrity’ could be rolled out in each
individual working within the ‘financial
system’. The necessity to constantly
remember risk emanating factors beyond
the core risk also can impede upon the
institutional framework. To reiterate ‘Risk
management’ will continue to be the most

development to ensure “minimizing

risk” which is not possible to mitigate.
Thus all our valued stakeholders need to
exercise patience and understand that
Bank Asia’s position is a reflection of the
overall industry situation and to be able to
manage a smooth landing will decide the
future of this bank.
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CREDIT RISK
The largest and key risk that is “Credit
Risk” which is driving the total book of a
bank has been the factor throughout the
centuries which has created havocin the
financial sector as well as countries. Even
the advanced markets could not cope with
crisis like “Sub-prime”. Whilst making sure
that our credit mission

regard monitoring process to be
strengthened through IT Infrastructure.

In addition we have updated our policy
and tried our best to make it as exhaustive
as possible to ensure the following:

® Avoid concentration risk.

of active participation
in the expansion of our
national economy, we
always need to work on
the quality of portfolio
which is the toughest
of balance to create.
To achieve sustainable
measured growth,

we have entered the
small, retail and even

The cash recovery was one of the highest in the last

five years. Cash recovery was BDT 1.89 bio over 2015’s
BDT .92 bio from hard core rescheduled, restructured,
B&L and write -off accounts. Despite BDT3.5 bio getting
added to the classified portfolio due to withdrawal of
“stay” the NPL percentage of 5.41% in real terms was
better because if the number was added to previous
year the percentage would have been much higher than
2016. We were able to amicably settle 61 numbers of
accounts and keep BDT 8.84 bio worth accounts live with
real cash recovery.

micro lending through

agents. We have so far tried to minimize
risk through diversification of the portfolio,
defining our appetite, improving collateral
coverage, thorough due diligence, detailed
risk assessment etc. to lessen the impact
of unknown and unpredictable factors as
risk mitigation is not possible.

Meantime we have further reviewed our
approval process function which shall
enable the bank to pro actively manage
loan portfolio in an efficient way as well
as to achieve business growth. Objectives
of the changes in approval process are as
follows:

® To make the process flow simplified,
efficient and transparent.

® Toset Service Level Agreement (SLA)
of all concerned officials to remain
competitive in the market, especially in
respect to turn around time (TAT).

® To upgrade roles & responsibilities of
concerned division/department/units
in line with Bangladesh Bank CRM
guidelines.

® To devise effective monitoring process
to ensure healthy portfolio. In this

Sector analysis for necessary guidance
to the business line

® Risk Appetite based on past failure
history as well as industry outlook

® Reduce risk weighted assets of the
bank

® Risk based pricing Focus on non-
funded business to improve non-
interest income

® Duecompliance of all regulatory
requirements, such as capital
adequacy, exposure norms, etc.

@ Strengthening of the credit function to
instill a sense of “credit culture”

Risk Management Division (RMD) took

on major initiatives particularly related
to capital management, Internal rating
system, automation to minimize risk
identification time, automation in different
reporting to save time, awareness build
up at Board level as well as Management,
introduction of risk appetite based on
relativity principle. In this developing
function, where also the industry itself
remained unpredictable, we had to keep
adjusting our various risk management

tools and models to align with the reality.
We are now working on core rating model
and expect it to be available in 2017 on a
test basis. The time line will be dependent
upon Regulator’s approval of migration to
IRB approach.

@ Modification/review of existing Board
approved Core Risk Management frame
work in line with recent regulatory
directions and trending risk pattern of
the banking industry

e Wewere finally able to launch
Customer Service Quality Assessment
(CSQA) process which was developed
in 2015 as per globally accepted
standard.

@ Asfarasadoption of internal credit
rating system is concerned the bank
has already developed in-house
rating frame work for SME client, this
framework will be available by end
2017.

@ Riskidentification capacity of the bank
has significantly evolved. Primary
development was made particularly
in the area of various model set ups
as mentioned earlier for simulation,
prediction of probable loss and
addressing various operational risks.

® Sector-wise lending appetite was duly
developed and implemented for the
year 2016 and 17 taking in account on-
going adjustments.

@ Finally our regulatory compliance
remained at the highest level with no
major risk related issues.

In a nutshell, to keep our book strong we
will put highest priority on quality credit,
debt collection, strict monitoring, systems
and policy development to align with
changes.

MARKET & LIQUIDITY RISK

Market position remained almost
unchanged with a stable Taka throughout
the year on the back of a stable Foreign
Currency reserve (majority denominated
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in US Dollars) keeping the exchange risk
of the portfolio (which is almost 93% USD
denominated) at a minimum level. Market
had become further liquid and rates
came down further creating an unhealthy
competition.

Continuous bilateral financing from
development agencies, ECA backed
financing (although low), OBU loans to

top tier clients replacing taka lending

and low government borrowing kept

the markets even more liquid. Oil price
remained low contributing to less
borrowing for oil bill settlement and excess
proceeds supported less borrowing by

the Government. Through this in 2016

we were able to further reduce our cost

of fund by 2%+ over 2015. Credit growth
was approximately 20% and our deposit
growth was 13%. Bank Asia managed to
close the year with an AD ratio of 85.54%,
which was much better compared to the
industry bench mark. Our efforts were
geared towards filling in the gaps identified
through stress testing as usual.

We are currently using globally recognized
advanced models to keep the stability in
Treasury function

i) Value-at-Risk (VaR),

ii) Liquidity Coverage Ratio (LCR), Net
Stable Funding Ratio (NSFR)

iii) Stress testing on regular basis (i.e.
quarterly)

of different standard operational risk
management models as operational risk
encompasses bank’s overall environment,
employee competence, management
strategies,systems, even external issues etc.
To manage operational risk the bank has
adopted the following in conjunction to
early set standards;

1. Risk control self-assessment, which
is proactive approach to identify
operational weakness that may have
the potential to trigger risk.

2. Riskincident reporting, to promote
prompt risk reporting, so early action
could be initiated.

3. Risk register, a collection of risk
incidents to see a patternin
operational risk behavior.

4. Key risk indicator, which acts as the
operational function wise (customer
service, Fx operation, marketing) circuit
breaker for identification of risk against
Board set guideline.

Bank Asia Limited is using Risk Control
Self-Assessment and Key Risk Indicator
model for the effective management of
operational risks from 2015 at branch level
and now it is being rolled out for all the
functions. Branches Operations Division is
gradually improving.

As usual RMD continued to share all risk

related issues in the bank’s Executive

Risk Management Committee (ERMC),
as well as with the

Our existence is dependent on our riding the crisis with
patience, continuous improvement in our way of doing
business, setting the right strategy, following it up by the
right policies and practice. Bank Asia Limited’s Board
and management’s pursuit for perfection will never end.
To build a “sustainable book” all our efforts will be at the

highest level, so we can excel!

Board Risk Management
Committee. The bank

as a whole still needs to
make stronger efforts to
improve operational risk
environment and practice
of Enterprise- wide Risk

iv) Assessment of additional capital
requirement (Pillar Il, Basel Ill) against
market risk,

OPERATIONAL RISK
Risk Management Division worked
towards the formulation and adoption

Management (ERM).

ENVIRONMENTAL & SOCIAL RISK
The ESRM Guidelines are being adapted
gradually for the entire credit portfolio.
Currently as per Bangladesh Bank
requirement Sustainable Finance
Department has been formed, mainly to

focus strongly in Green financing as well as
socially acceptable inclusive activities in a
larger scale.

INFORMATION SECURITY RISK
Ernst & Young was finally deployed to
assess our IT security system to bring
ininternationally acceptable level of
confidence in our systems.

For the first time we involved an
international auditor to review the CBS
(Core Banking System) system of the
bank. We migrated from Oracle 10G to
12C which will enhance our information
security and quality of data storage. We
have introduced Bank Asia Dashboard.
New secured internet banking “my bank”
has proved to be user friendly and more
secure. With major automation of this
industry the cost related to covering Cyber
Crime has also further gone up and so is
our effort to keep our customers safe.

Our existence is dependent on our riding
the crisis with patience, continuous
improvement in our way of doing
business, setting the right strategy,
following it up by the right policies and
practice. Bank Asia Limited’s Board and
management’s pursuit for perfection will
never end. To build a “sustainable book”
all our efforts will be at the highest level, so
we can excel!

Yours Sincerely

Ty

Deputy Managing Director &
Chief Risk Officer

www.bankasia-bd.com
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Statement on Non-Performing
Loan (NPL) Management

One of our core business priorities is

to curbing non performing loans by
maintaining quality assets. In this regard,
Bank Asia’s credit approval process has
been framed to unveil and assess the
unforeseen inherent risk so that assets
quality will not deteriorate in the long run.
Additionally, early warning system gives
us alarms so that precautionary actions
taken against vulnerable assets. Above all,
proper monitoring and strong recovery
drive from branch and corporate office
help maintain quality assets of Bank Asia.
In 2016, Debt Collection Unit under SAMD
(Special Asset Management Division)
formed for further recovery drives of
written off loans. Executives of Corporate
Office got involved in recovery campaign
alongside with their normal desk activities
asaninnovative idea that resulted in a
huge NPL recovery in 2016.

STRATEGIES FOR NPL MANAGEMENT &
RECOVERY PROCESS

The recovery strategies are formulated
based on analysis carried out by the
following four units of the Division:

® Recovery Unit Off-site (Non-Legal)
Recovery Unit On-site (Non-Legal)
Debt Collection Unit (Write-off)
Recovery Unit-Legal and

Recovery Unit MIS & Compliance.

Allthe units are working on different area
of recovery process towards achievement
of their time bound set goals. They are
also keeping good contribution in the
profitability of the Bank through recovery
of NPL vis a vis release of Interest Suspense
kept suspended against NPL.

NPL STATUS OF BANKING INDUSTRY
OF THE COUNTRY

The amount of classified loan in country
increased to Tk. 621.72 billion in 2016 from
Tk.513.71 billion in 2015.So0, having growth
of 21.02% despite huge rescheduling and
restructring of loans.

TOTAL CLASSIFIED LOANS COUNTRY VS BANK ASIA (In Billion)
Bank Asia Country
2016 2015 2016 2015
CLAmount 8.85 5.81 621.72 513.71
CL Ratio (in %) 5.41% 4.26% 9.02% 8.32%
NPL BY BANKS TYPE (In Billion)
Types of Non Performing Write-off Required Provision
bank Loan loan Provision Maintained
SCBs 300.8 220.4 69.7 114.6
DFls 58.2 5.6 304 28.5
PCBs 253.2 1894 146.2 108.1
FCBs 21.6 7.2 155 105.2
Total 633.8 4226 261.8 356.4

The data of the above table is as of June, 2016 (Source: Bangladesh Bank )

NPL STATUS OF BANK ASIA

® TheBankended the year with 5.41%
Non-performing loan or classified loan
which was amounted to Tk. 8,847.33
million compared to Tk.5,808.87
million at the beginning of the year
where a significant portion of classified
loans came from the vacated of stay
order from Honorable High Court

® Attheend of 2016, the Bank’s write off
loans was Tk. 5,122.92 million against
127 accounts compared to Tk. 4,202.47
million against 116 accounts in 2015.
The closing balance has increased
due to addition of Tk. 920.46 million
as write off loans as well as collection
of Tk. 31.81 million from written-off
accounts

® Duringthe year 78.92% of rescheduled
loans remained standard, i.e. cash
recovery and installment payments
of major rescheduled / restructured
borrowers were regular. It may also
be noted that the remaining 21.08%

of rescheduled loans that were
downgraded to classified status
constitutes 60.49% of total classified
loans. Management has already
increased recovery initiatives from
those defaulted loans.

Non-performing loans affect both
bank balance sheets and regulatory
restrictions. In the slim spread regime
bank can ensure greater profitability
by way of CL monitoring and recovery
than bargaining with borrowers for
higher yields. A number of measures
were undertaken to improve banks’
NPL levels, including the appointment
of observers in 14 commercial banks,
as well as to improve the quality of
management and raise operational
efficacy. Bank Asia is putting all out
efforts to recover already default loans
and stop fresh inclusion of CL. For
success in that front, management is
further streamlining its credit appraisal
process.
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Risk

Management Report

Risk management is at the core of the
operating structure of the bank as well as it
is fundamental to the business activities of
the bank. Bank Asia seek to limit adverse
variations in earnings and capital by
managing risk exposures within agreed
level of risk appetite which have focused
particularly on preserving appropriate
level of liquidity and capital, and
effectively managing the risk portfolios.
Our risk management approach includes
minimizing undue concentrations of
exposure, limiting potential losses from
stress events and ensuring the continued
adequacy of all our financial resources.
In addition, Bank Asia is always mindful
of achieving this objective in line with the
interests of all stakeholders. Bank Asia
always tried to control risk at the level

of individual exposures and at portfolio
level, as well as in aggregate across all
businesses and risk types.

1 RISK OVERVIEW

Business and strategic risk is an integral
part of any banking business. In the course
of conduction business, banks need to
keep into consideration that risks assumed
to have the potential to wipe out expected
result and may resulting losses to the
institution(s).

All entities face “Uncertainty” and the
challenge for managing that types of risk
will have determine how much uncertainty
to accept as it struggles to increase the
shareholder value.

CREDIT RISK

Arises from the default of counter party.
It has a negative effect on bank’s financial
result and capital of the bank.

Environmental risk

Environmental risk is a facilitating element
of credit risk arising from environmental
issues as these affects increase risks and
also bring an element of uncertainty

or possibility of loss in the context of a
financing transaction.

MARKET RISK

Arises from the potential losses in the
balance sheet position of a bank due to
adverse movement in the market rates like
interest rate, foregin exchange rate, equity
price, commodity price.

Foreign Exchange Risk

Foreign exchange risk (also known as
exchange rate risk or currency risk) is a
financial risk posed by an exposure to
unanticipated changes in the exchange
rate between two currencies.

LIQUIDITY RISK
Arises from either its inability to meet its
obligations as they fall due.

Asset Liability Management /Balance
Sheet Risk

Risks that arise due to mismatches
between the assets and liabilities (debts
and assets) of the bank.

OPERATIONAL RISK

Arises from inadequate or failed internal
processes, people or systems, or from
external events. It includes legal risk, but
excludes strategic and reputational risk.

Internal Control and Compliance Risk
Internal control is the process, affected

by a company’s board of directors,
management and other personnel,
designed to provide reasonable assurance
regarding the achievement of objectives
in the effectiveness and efficiency of
operations, the reliability of financial
reporting and compliance with applicable
laws, regulations, and internal policies.

Money Laundering Risk

Arises due to properties acquired or
earned directly or indirectly through illegal
means and illegal transfer, conversion,
concealment of location or assistance in
the above act of the properties acquired or
earned directly or indirectly through legal
orillegal means.

Information and Communication
Technology Risk

Arise due to malfunction of system, failure
of network, lack of knowledge about the
use of technology, virus attack, hacking
etc.

1.1 RISK MANAGEMENT

Risk management is a “Coordinated set

of activities and methods that is used to
direct an organization and to control many
risks that can affect its ability to achieve
the objectives”. It is the architecture that
includes risk management principles,

a risk management framework and

a risk management process. The risk
management is primarily consists of
understanding material risks and handling
those risks in a way best-suited to achieve
organizational objectives.

Effective risk management is beyond
the regulatory requirement. In a broad
sight, risk can be divided into 02 (two)
major parts: Systematic Risk and Non-
systematic/Diversifiable Risk. Systematic
risk refers to those risk affect the financial
system or market as a whole. On the
other hand, Non-systematic risk which
belongs to a specific institution but not
all participants in the financial market or
system.

Effective risk management has gives us so
many benefits like reduction of frequency
and severity of losses, safe and sound
banking practices and better returns to
stakeholders due to lower losses.

1.2 RISK MANAGEMENT PRINCIPAL

® Ensure thatthe bank operate in a safe
and sound manner

® Establish a strong risk management
culture throughout the bank

® Integrate risk management activities
into the Bank’s overall operation
process

® Ensure the implementation of all
policies, processes and systems
effectively at the decision levels

® Review approved risk appetite and
tolerance statement for all material
risks that articulate the nature, types
and levels of risks that the bank is
willing to assume
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® Develop a clear, effective and robust
governance structure with well-defined
transparent and consistent line of
responsibilities and will be approved
by the Board of directors

® Ensure theidentification and
assessment of all material risks
inherent in products, activities,
processes and system to make sure
the risks and incentives are well
understood

® Ensurethatthereisan approved
process for all new products, activities,
processes and systems that fully access
underlying risks

® Establish a process to regularly monitor
material risk profiles and exposures to
loss

® Ensure astrong control environment
that utilizes polices, processes and
systems; appropriate internal controls
and adequate risk mitigation and/or
transfer strategies

® Ensure an ability to operate on an
ongoing basis and limit losses in the
event of severe business disruption.

1.3 RISK MANAGEMENT APPROACH

It is important not only fulfill regulatory
requirements but also improve financial
and operational performance of the
banks. Strong and integrated risk
management is essential for the long-term
sustainability of the bank’s business. The
comprehensive risk management policies
and sophisticated risk management
processes are required for systematic
identification, measurement, monitoring
and controlling of all business risks.
Bank’s overall financial soundness can be
measured only by adopting a strong risk
management process by communicating
concise risk management standards to

all concerned officials through adequate
policies, directives, operating procedures
and training programs.

1.4 RISK MANAGEMENT OVERSIGHT

Bank Asia Limited adopt three level of structure for managing risk

BOARD OF DIRECTORS
Board of Directors are the bank’s superior authority for ensuring effective
risk management within the bank

4

A

W Executive Risk

>

. | CRM
B Board Risk Management Management Committee B RMD
Committee B Supervisory REY‘eW W Corporate Business Wings
Process Committee B Branches
| Core Risk Assessment
Committee
1.5 RISK PROFILE
. 2016 2015
SL | Risk Category
Amount | Percentage | Amount | Percentage
A Credit Risk 180,801.01 90.63% 163,860.34 89.24%
i On- Balance sheet 138,406.55 69.38%  123,596.60 67.45%
ii  Off- Balance sheet 42,394.46 21.25%  40,263.74 21.97%
B MarketRisk 2,914.54 1.46% 4,676.60 2.55%
i Interest Rate Risk 181.66 0.09% 1,407.00 0.77%
i Equity Position Risk 2,106.56 1.06% 1,681.40 0.92%
i Foreign exchange 626.32 0.31% 1,588.20 0.87%
C  Operational Risk 15,775.14 791%  14,710.45 8.03%
Total Risk Weighted Assets  199,490.69 100% 183,247.39 100%

1.6 FOCUS AREAS FOR 2016

® Policy Regarding Forced Demand
Loan: Risk Management Division of the
bank has developed a policy regarding
“Forced Demand Loan” to track the
conversion of non-funded to funded.
The main objective of this policy is to
monitor the off-balance sheet exposure
at an certain limit considering the
forced conversion

® Internal ICAAP: Risk Management
Division of the bank has developed an
assessment model for ICAAP (Internal
Capital Adequacy Assessment Process).
Currently all banks are following the
common model which is provided
from Banagladesh Bank. Central Bank
has suggested that each bank should
develop and practice the internal
ICAAP model. The said model will be
implemented within 2017
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® Risk Appetite: Risk appetite is the
level of risk that a bankis able
and willing to accept or tolerate
considering its exposures and business
activities. The appetite should be
in line with business objectives
and obligations to stakeholders.
Considering the importance and
regulatory requirement, Risk
Management Division of Bank Asia
Ltd. has developed risk appetite and
management action trigger (MAT) for
the bank. During the year 2016, Bank
Asia Limited has considered new areas
under risk appetite statement

® Internal Client Rating Model: As part of
adoption of advance approaches under
credit risk, Risk Management Division
has developed a model for SME Rating.
The said system is under review stage

® Audit Automation: Risk Management
Division has designed an automated
platform for calculating the additional
capital requirement for residual risk

® Committee Level Meeting(s): Risk
Management Division is primary
responsible to address different types
of risk issues to Management and
Board Level Committee(s). Considering
the same a number of meeting have
been conducted by Risk Management
Division during the year 2016

® VaR (Value at Risk) for Equity: Risk
Management Division has developed
an automated system for calculating
the VaR for Capital market exposure.
Itis mentionable that an automated
VaR system for Foreign Exchange has
already been developed. The said
system is used by Treasury Department
of the bank.

In addition to the above Risk Management
Division of the bank has designed policy
document for Early Alert System (EAS),
Surveyor Enlistment Process etc.

2 BOARD RESPONSIBILITY

The Board of Directors, through the Risk
Management Committee, is accountable
for the overall risk supervision. This

includes reviewing and approving risk
management policies, risk appetite, risk
exposures and limits, whilst ensuring the
necessary infrastructure and resources
are in place. To minimize risk while
implementing the policies and business
plan of the Bank, the board has formed

a Risk Management Committee as per
the guidelines of Bangladesh Bank. The
committee supervises whether the risk
arises from credit, foreign exchange,
internal control and compliance, money
laundering, information technology,
operation, interest rate, liquidity and other
sources are identified, and measured and
adequate systems are in place to minimize
such risk. Currently 4 (four) members

are working in the Risk Management
Committee. This Committee primarily
responsible to manage credit, market,
liquidity, operational risks and other key
risks.

2.1 ROLES & RESPONSIBILITY OF THE

COMMITTEE

i. Strategy on Risk Identification and
Control
The Committee is responsible for risk
identification and effective strategy
formulation and implementation to
control such risks. The Committee sets
risk management policy, evaluate and
rectify such policy if required.

ii. Organizational Structure
establishment
The Committee implements
appropriate organizational structure
to control overall risk of the Bank. The
Committee form individual committee/
unit of the management to implement
the direction of Credit risk, Foreign
Exchange Risk, Internal Control and
Compliance risk, Money Laundering
risk, Information Communication
Technology risk guidelines.

iii. Risk Management Policy Review and
Approval
The committee review risk
management policies & guidelines and

proposes amendment, if required and
submit to the Board of Directors for
their approval. Besides, the committee
also review loan limit along with

other limit regularly and amended, if
required.

vi. Data preservation and reporting
procedure
The Committee review data keeping
& reporting system developed by the
bank management and ensures proper
data keeping and reporting.

v. Monitoring the implementation of Risk
Management Policy
The Committee monitors proper
implementation of overall risk
management policies. They are
also monitor whether proper steps
have been taken to mitigate all risks
including lending risk, market risk, and
management risk.

iv. Miscellaneous
® Committee’s decision and

suggestions submits to the Board of

Directors

® Complyinstructionsissued time
to time by the Board, Bangladesh
Bank

@ Internal & external auditor submits
respective evaluation report, if
approves by the committee.

3 RISK MANAGEMENT FRAMEWORK
AND CAPITAL MANAGEMENT

The risk management framework is
combination of different global and
national rules, regulation and practices
and risk management standards which are
applicable for overall risk management of
the bank. The risk management standard
might be implemented by means of any
or combination of regulatory and global
standards and industry best practices into
the Bank by its Board and Management.

3.1 REGULATORY FRAMEWORK
Global Framework: Apart from country
specific banking regulation with
regards to risk management, one of the
internationally accepted framework is

www.bankasia-bd.com
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Basel accord (i.e. Basel Il &1ll) as issued by
Basel Committee on Banking Supervision
of Bank for International Settlement
(BIS).The aforesaid accord provides

set recommendations for ensuring
sustainability of banking organization
through effective risk management.

Bangladesh framework: Bangladesh

Bank supervised the risk management
operation in Bangladesh. Other than Bank
Company Act 1991 (Amendment 2013), the
Central Bank issued different guidelines/
directives with regards to risk management
operation. Below are the list of policy and
guidelines:

i. Core Risk Guidelines: Six guidelines
covering credit, foreign exchange,
internal control and compliance
(ICC), information communication
technology (ICT), asset liability
management (ALM) and antimoney
laundering (AML) risk. These
guidelines primarily provides
industry best practices with regards
to aforementioned areas. These
guidelines are also primary base of
periodic core risk rating of Bangladesh
Bank.

ii. Risk Management Guideline: The
guidelineis issued by Bangladesh
Bank (BB) to provide a structured
way of identifying and analyzing
potential risks and draw strategies of
risk prevention, risk transfer, impact
mitigation or risk acceptance.

iii. Guideline on Risk Basel Capital
Adequacy: The guideline popularly
known measurement of Basel Il capital
accords that cover Minimum Capital
Requirement under pillar |, Internal
Capital Adequacy Assessment Process
(ICAAP) under pillar Il and Market
Discipline under Pillar 1.

iv. Guideline on Stress Testing: Stress
testing, under Pillar Il is an important
risk management tool that provides an
indication of how much capital might

be needed to absorb losses in different
stressed situations. A rigorous and
comprehensive stress-testing program
will measure the vulnerability or
exposure to the impacts of exceptional,
rare but potentially occurring events
like — interest rate changes, exchange
rate fluctuations, changes in credit
rating, events etc. which influence
Banks short and long term liquidity
need.

v. Guideline on Supervisory Review
Process (SRP): The underlying SRP
guideline primarily defines the
calculation process of assessing
additional capital requirement (i.e.
under Basel- Pillar I1).

vi. Environmental Risk Management
Guideline: Environmental risk is a
facilitating element of credit risk
arising from environmental issues. The
mentioned guideline is issued to define
the assessment process of overall
environment risk grading of credit
borrowers of the bank.

vii. BB Instructions: Bangladesh Bank
issued different circulars and
instruction to regulate the banking risk
management operation of the country.

3.2 BANK FRAMEWORK

Risk Management Framework is set of
rules, regulation, and practice and risk
management standard which are practiced
for overall risk management of the bank.

In line with global and national level risk
management framework Bank Asia Ltd.
has own Risk management framework for
overall risk management of the Bank.

Following are main elements of a risk
management framework that apply Bank
irrespective of its size and complexity of
business:

® First and foremost, effective risk
management framework demands
active involvement of the Board
of Directors (BoD) and senior
management in the formulation

and oversight of risk management
processes. Accordingly,they should
provide strategic direction and
approve the overall business strategies
and significant policies of the Bank,
including those related to managing
and taking risks, and should also
ensure that senior management is fully
capable of managing the activities that
the Bank institutions undertake

Second, adequate Policies, Procedures,
and Limits need to be defined by the
Directors and senior management to
tailor the risk management policies
and procedures to the types of risks
that arise from the activities of the
Bank

Third, adequate Risk Monitoring and
Management Information Systems is
developed for effective risk monitoring
and to identify and measure all
material risk exposures. Consequently,
risk monitoring activities must be
supported by information systems that
provide senior managers and directors
with timely reports on the financial
condition, operating performance, and
risk exposure of the institution

Fourth, establishing and maintaining
an effective system of controls,
including the enforcement of official
lines of authority and the appropriate
separation of duties such as trading,
custodial, and back-office is one

of management’s more important
responsibilities. A properly structured
system of internal controls promote
effective operations and reliable
financial and regulatory reporting,
safeguards assets, and helps to
ensure compliance with relevant laws,
regulations, and bank policies

Fifth, the Risk Management Function
institutionalized to supervise overall
risk management at the bank. Ideally,
overall risk management function is
independent from those who take or
accept risk on behalf of the bank.
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Risk Management
Report

Board of Director

i oo i

Operational Level Risk Management Division

The above diagram describes the Bank’s
broad risk management structure/
hierarchy which covers Board level Risk
Management Committee, Management
level Committee and operational level
structure.

Effective risk management framework
demands active involvement of the
Board of Directors (BoD) and senior
management in the formulation and
oversight of risk management processes.
The operational management structure
should have adequate defined policies,
procedures, sound information systems
for risk identification assessment and
monitoring of all material risk exposures.
The bellows are the combination of Board
and management level oversight along
with operational level risk management
structure.

ROLES AND RESPONSIBILITIES

Risk Management Committee of the
Board:

The risk management committee of the
Board provides oversight and advice to
Board of Bank Asia Limited in relation to
current and potential risk exposure of the
bank and strategy, including determination
of risk appetite and tolerance

The roles and responsibilities of Risk
Management Committee of the Board are
mentioned below:

® Design and implement Risk strategy
and policy

® Review, monitor and understand risk
profile of the bank

® Review and recommend bank’s risk
appetite, limit and tolerance level

® Review of Management level
operational risk structure

® Review of various risk related report
like Stress Testing, Internal Capital
Adequacy Assessment Process (ICAAP),
Value-at-Risk (VaR) etc.

® Performance review and
recommendation

® Ensurethat capital is adequately
allocated against the ICAAP outcome

® Errorfree and timely reporting of
ICAAP outcome to Strategic layer and
Bangladesh Bank.

Risk Management Committee at
Management Level:

With a view to effectively address the risks
resulting from regular banking activities,
a committee is formed comprising senior
management of the bank under the

due consent of the Board of Director

of the bank named as “Executive Risk
Management Committee”. The roles

and responsibilities of Executive Risk
Management Committee are delineated
below:

® Determining general principal for
measuring, managing and reporting
the bank’s risk

® Oversee the development,
implementation and maintenance of
the bank’s overall risk management
framework and risk appetite, strategy,
principals and policies

® To ensure bank’s Risk Management
practices are in line with regulatory
benchmark and industry best practice

® Ensuring appropriate knowledge,
experience and expertise of lower-level
managers and staff involved in risk
management.

Supervisory Review Process (SRP) Team:
Supervisory Review Process (SRP) Team
of the bank is empowered by Board of
Directors of the Bank to represent the Bank
in the process of dialogue between SRP
Team of the bank and SREP (Supervisory
Review and Evaluation Process) Team of
the Central Bank and to determine the
adequate capital requirement of the bank.
The roles and responsibilities of SRP Team
are mentioned below:

Ensure that the bank has an internal
process to indentify and assess all
relevant risks of the bank
Vetting/recommending general
principal for development of ICAAP
document.

Core Risk Management Committee
(CRMC):

Core Risk Management Committee at
Executive Level is formed to facilitate
the implementation of in-house core
risk assessment process, review of core
risk guidelines and effective adoption
of subsequent changes as prescribed
by Central Bank from time to time. The
primary roles and responsibilities of CRMC
are delineated below:

® Adoption of in-house core risk
assessment methodology Perform
periodic assessment of Core Risk
Guidelines’ implementation status

® Review and approval of core risk rating
and recommendation for improvement

® Extend supervisory support for
implementation of committee’s
resolution.

3.3 REPORTING FRAMEWORKS

This risk management report addresses
the disclosure requirements of Basel IlI
pillar 3, and materials risk that effect bank’s
earning, capital and shareholders’ value
and management action plan against that
risks set out by Bangladesh Bank. Banks
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prepared its statement regarding capital
adequacy statement in line with pillar | of
Basel Il on quarterly basis and submitted
to Bangladesh Bank by following month
both in solo basis and consolidated basis.
Solo basis included Bank’s conventional
banking, Islamic banking and Off- shore
banking. Consolidated basis included
Bank and its three subsidiary companies
i.e. Bank Asia Securities Limited, BA
Exchange Company (UK) Limited and BA
Express USA Inc.

Basel lll approach adopted:

Credit Risk Out of three approaches
Standardized Approach, IRB and
Advanced IRB, Bangladesh Bank adopted
Standardized Approach. The capital
requirement for credit risk is based on

the risk assessment made by external
credit assessment institutions (ECAISs)
recognized by BB for capital adequacy
purposes. Banks assigned a risk weight

to all on-balance sheet and off-balance
sheet exposures. Risk weights are based on
external credit rating (solicited) as mapped
with the BB rating grade or a fixed weight
specified by BB.

Market risk Out of two approaches
Standardized (Rule Based) Approach and
Internal Models Approach, Bangladesh
Bank adopted Standardized (Rule Based)
Approach. In such approach, Bank
maintained capital on for various market
risks (interest rate risk, price, foreign
exchange risk and commodity risk) which
were determined separately.

Operational risk Out of three approaches
i.e. Basic Indicator Approach, Standardized
Approach and Advanced Measurement
Approach, Bangladesh Bank adopted basic
indicator approach. Under that approach,
Bank calculated capital charge is a fixed
percentage (15%) of average positive
annual gross income of the bank over the
past three yearsi.e. 2014, 2015 and 2016.

Internal Capital Adequacy Assessment
Process (ICAAP) Supervisory Review
Process (the Second Pillar of Basel-Ill) of

Risk Based Capital Adequacy framework
isintended to ensure that banks have
adequate capital to support all the risks
in the business and at the same time to
encourage banks to develop and use
better risk management techniques in
monitoring and managing their risks. The
key principle of the supervisory review
process (SRP) is that “banks have a process
for assessing overall capital adequacy

in relation to their risk profile and a
strategy for maintaining their capital at an
adequate level”.

As part of Basel lll accords, Bank has
proactively developed a comprehensive
Internal Capital Adequacy Assessment
Process (ICAAP) on yearly basis as
stipulated by the Bangladesh Bank and
submits accordingly. Upon adoption of
internal format, the bank will have the
ability to perform risk assessment in line
with the bank’s own strategy.

ICAAP is aimed at ensuring that the

Bank maintains an amount of capital for
additional risk that was not covered in
Pillar | of Basel Ill. SRP committee made
dialogue with Bangladesh Bank SREP
committee and fixed additional capital
requirement. SRP-SREP dialogue stands
for an exclusive meeting between the SREP
team of BB and SRP team of a bank. The
objective of the dialogue is to determine
the adequate level of capital needed for a
bank by reviewing the ICAAP and strategies
of the bank. The intensity and frequency
of the dialogue depends on the level of
complexity and magnitude of the banks’
activities as well as the difference between
the capital requirements assessed by the
bank and BB. Terms of reference of the
dialogue are:

® Minimum capital requirement against
credit, market and operational risks

® Risks to be covered under SRP e.g.
residual risk, concentration risk,
interest rate risk in the banking book,
liquidity risk, reputation risk, strategic
risk, settlement risk, appraisal of
core risk management practice,

environmental and climate change risk
as well as other material risks.

® Adequate capital against
comprehensive risks.

® Stress testing exercises and results.

Concentration Risk Concentration risk
arises for invest most or all of the assets
to single or few individuals or entities or
sectors or instruments. It indicates bank’s
failure to diversify its loan and investment
portfolios, concentration risk emerges.
Downturn in concentrated activities and/
or areas may cause huge losses to a bank
relative to its capital and can threaten the
bank’s health or ability to maintain its core
operations.

Bank assesses concentration risk in ICAAP
document under Pillar-2 in following two
ways:

i. Credit Concentration Risk: When the

credit portfolio of a bank is concentrated

within a few individuals or entities or

sectors, credit concentration risk arises.

Following individual

concentration is considered for credit

concentration risk:

® Sector wise exposure

@ Division wise exposure (geographic
concentration)

® Group wise exposure

@ Single borrower wise exposure

® Top borrower wise exposure.

ii. Market Concentration Risk: When

the investment portfolio of a bank is

concentrated within a few instruments

or any instrument of few companies or

any instrument of few sectors, market

concentration risk arises. Following

individual concentration is considered for

market concentration risk:

® Instrument (financial securities) wise
investment

@ Sector wise investment in listed
instruments

@ Currency wise investment of foreign
exchange portfolio.

Assessing concentration of above indicator

for all aspects bank maintains additional
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capital for that/those risk/risks

Stress testing The underlying tool is used to assess the bank’s vulnerability to unexpected
but presumable change in various related factors (e.g. increase in NPL, change in interest
rate, fall of security value etc.). The impact of this model is expressed through change in
overall CAR of the bank. Central Bank has advised all banks to perform stress testing on
quarterly basis. The outcome of stress testing is needed to be submitted to Bangladesh
Bank upon review of senior management and Board.

Risk of Stress testing are carried out
assuming three different hypothetical
scenarios

Following risk factors are considered
at the time of Stress testing

a. Credit Risk
® Increase of NPLs (Overall)
® Increase of NPLs due to default of
Top large borrowers fall in forced
sale value of mortgaged collateral
® Negative shift of NPLs Categories
® |Increase of NPLs in particular 2 b
(two) sectors
b. Interest Rate Risk
® Simple Sensitivity Analysis
@ Duration GAP Analysis

a. Minor level shocks: These represent
small shocks to the risk factors. The
level for different risk factors can,
however, vary.

. Moderate level: Shocks It envisages
medium level of shocks and the level is
defined in each risk factor separately.

¢. Major level shocks: It involves big

shocks to all the risk factors and is also

(Cj'. Eéﬁfyngﬁcia&igk defined separately for each risk factor.
e. Liquidity Risk
f. Value at Risk (VaR)
Shocks Levels

Particulars Minor Moderate Major

level level level
Interest Risk —Increase in Interest Rate 1% 2% 3%
Exchange Rate Risk -Adverse Movement in Exchange Rate 12.20 12.19 12.18
Credit Risk — Increase in NPLs 10.32 6.35 2.09
Credit Risk - Downward shift in NPLs’ Categories 12.03 9.92 9.64
Credit Risk - Fall in the FSV of Mortgaged Collateral 12.09 11.96 11.69
Credit Risk - Increase in NPLs” under B/L category in 1 11.84 11.08 10.31

or 2 sectors

Credit Risk - Increase in NPLs’ due to Top 10 large 9.67 7.92 6.70
loan borrowers

Equity price Risk - Fall in Stock Prices 12.08 11.94 11.66
Liquidity Ratio Stable Stable  Stable
VaR Incorporated

Bank Asia prepared stress testing report on quarterly basis and submitted to Bangladesh
Bank within the end of following month.

Market Discipline
In line with Pillar Il of Basel Ill, Bank prepared market discipline statements on yearly
basis and submitted to Bangladesh Bank accordingly. Bank also disclosed market

discipline in separate Annual Integrated
report ( page no. 121) and bank’s websites

Risk Management Paper

Risk Management Report for different risk
related issues are prepared and presented
to top management and submitted to
Bangladesh Bank. On the basis of said
paper, awareness was created regarding
different risks.

Risk based Audit

In parallel to generic audit function, the
necessity of adoption of Risk Based audit is
increasing. The underlying audit function
is an effective tool for effective risk
management. Where typical audit process
primarily aim to identify irregularities
among transactions/events which has
already occurred, the risk based audit is
used to validate that the internal control
environment is functioning as planned.

3.4 CAPITAL MANAGEMENT

Bank’s capital management framework
serves to ensure that the bank (both in
solo basis and consolidated basis) are able
to maintain adequate capital level. The
bank capital management objectives are
to:

® Maintain sufficient capital resources
to meet minimum regulatory capital
requirements set by Bangladesh
Bank in accordance with Basel Il
requirements

® Maintain sufficient capital resources to
support the bank’s risk appetite

® Cover unexpected loss of the bank and
support the bank’s credit rating

® Ensure the bank holds capital in excess
of minimum requirements in order to
achieve the target capital adequacy
ratios set by management and
approved by the board, to maintain
minimum adequacy in stress situation.

Raising Tier Il capital

Subordinated Non- Convertible Zero
Coupon Bond of Tk. 599.99 million: Bank
issued 6 Years subordinated bond for
Tk.599.99 million on August 14 2012 for
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Tier Il capital. Out of that Tier Il capital
outstanding stood at Tk. 197.21 million on
December 31, 2016. The bond will be fully
redeemed on August 14, 2018.

7 Years Floating Rate Non- Convertible
Subordinated Bond of Tk. 3,000 million
The bank raised successfully Tk. 3,000
million Tier 2 capital in the form 7 year
floating rate (11.50% to 14%) Subordinated
bond on February 19, 2015 through

private placement after obtaining required
approvals from general shareholders,
Bangladesh Securities and Exchange
Commission and Bangladesh Bank.

7 Years Floating Rate Non- Convertible
Subordinated Bond of Tk. 5,000 million
To support healthy business growth and
ensure compliance with the Basel Il
capital accord in line with Bangladesh
Bank roadmap Bank Asia has completed
all formalities further issuance of
Subordinated Bond of Tk. 5,000 million
as Tier 2 capital. In this regard, Bank has
already completed further issuance of
Subordinated Bond of Tk. 5,000 million as
Tier 2 Capitalin April 2017.

Capital planning

Bank’s capital planning is a dynamic,
ongoing and forward-looking mecehanism
to incorporate changes in a banks strategic
focus, risk tolerance levels, business plans,
operating environment, or other factors
that materially affect capital adequacy.

Capital planning assists the banks Board of

Directors and senior management to:

i. identify risks, improve banks
understanding of overall risks, set risk
tolerance levels, and assess strategic
choices in longer-term planning,

ii. identify vulnerabilities i.e.
concentrations and assess their impact
on capital,

iii. integrate business strategy, risk
management, capital and liquidity
planning decisions,

iv. have a forward-looking assessment
of the bank’s capital needs, including
capital needs that may arise from rapid
changes in the economic and financial
environment.

Capital planning considers both short-
term and long-term capital needs and is
coordinated with a bank’s overall strategy
and planning cycles, usually with a
forecast horizon of five years. Bank capital
planning include following components:

e |dentifying and evaluating risks

® Setting and assessing capital adequacy
goals that relate to risk

® Maintaining a strategy to ensure capital
adequacy and contingency planning

® Ensuring integrity in the internal capital
planning process and capital adequacy
assessments.

4 RISK APPETITE

Bank Asia Limited has adopted its first Risk
appetite during 2016. The mentioned risk
appetite was approved by the Board of
Directors during its 336th meeting held on
March 10, 2016.

Different risk relevant parameters have
been considered during preparation

of Risk Appetite Statement. To set

the appetite against each parameter
multiple items have been considered like

Risk management
process

thresholds, trend analysis, Central Bank
benchmark, International benchmark and
risk perception of senior management.

Risk Appetite Statement contains the

following:

® Item wise appetite and trigger level

® Management Actions Trigger (MAT) (to
be initiated at trigger level).

4.1 RISK CONSTRAINING THRESHOLDS
AND USE OF ECONOMIC CAPITAL

The inclusion of threshold structures into
the risk frameworks is integral in driving
Risk Appetite into our businesses. Effective
thresholds are essential in managing
aggregate risks within acceptable levels.
Portfolio risk limits for the quantifiable risk
types are cascaded through a top-down
approach and operationalized through
formal frameworks. Other significant

risk aspects are guided by qualitative
expression of principles. In order to ensure
that the thresholds emanating from the
Risk Appetite are fully risk sensitive to
individual risk drivers as well as portfolio
effects, we have adopted economic capital
(EC) as our primary risk metric. EC is also
deployed as a core component in our
Internal Capital Adequacy Assessment
Process (ICAAP).

Risk Identification &
Risk Description

Risk Reporting
Scheduled Reporting
Ad hoc Reporting

Monitoring
Implementation
Effectiveness

Risk Management
Recommendation
Risk Treatment
Risk Control
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5 RISK MANAGEMENT PROCESS
Bank Asia Limited has a well-recognized
approach in the event of managing

risk, as far as the success of banking
operation largely depends on choosing
the best equation between risk and
return. Keeping the uncertainty factor

in mind each bank need to adopt a risk
management framework that should be
effectively enough to manage all material
uncertainties to achieve the goal of the
organization. The risk management
process starts with the identification of
the key risk factors and ends with the
evaluation of the same.

6 CREDIT RISK

Credit risk arises from our daily activities

in various businesses - lending to retail,
corporate and institutional customers;
trading activities such as foreign exchange,
derivatives and debt securities; and
settlement of transactions.

Credit risk primarily triggers either from
unwillingness or inability of a credit
borrower to serve its obligation, resulting
economic loss to the bank. Credit risk
arises from on balance sheet claims

such as loan and overdrafts as well as

off balance sheet commitments such as
guarantee, acceptance, letter of credit etc.
Similar to most other banking institutes,
in the case of Bank Asia Limited, loans are
the largest and most obvious sources of
credit risk.

Bank’s credit risk management specifically
addresses the following areas:

A. ESTABLISHING AN APPROPRIATE
CREDIT RISK ENVIRONMENT

The board of directors, Senior
Management and Credit Risk Management
(CRM) division is responsible for overall
credit risk management described as
below:

Board of Directors

The Board has an imperative role in
granting credit as well as managing the
credit risk of the bank to approve credit

risk strategies and significant policies
relating to credit risk that based on
the overall business strategy as well as
significant policies on regular basis.

@ Ensure that appropriate policies,
plans and procedures for credit risk
management

® Define the bank’s overall risk

® Ensure that bank’s credit risk exposure
is maintained at prudent levels and
with the available capital

® Review trends in portfolio quality and
the adequacy of bank’s provision for
credit losses

® Ensurethatinternal audit reviews
the credit operations to assess
whether or not the bank’s policies and
procedures are adequate and properly
implemented

® Review exposures to insiders and other
related parties

® Limitinvolvementinindividual credit
decisions to those powers specifically
reserved to the Board by the bank’s
articles of association, by-laws, and
credit risk management policy

@ Ratify exposures exceeding the level of
the management authority delegated
to management and be aware of
exposures

® Outline the content and frequency of
management reports to the Board on
credit risk management.

Senior Management

The responsibility of senior management
is to transform strategic directions set by
the board in the shape of policies and
procedures to ensure that the policies
are embedded in the culture of the bank
forimplementing the bank’s credit risk
management strategies and policies and
ensuring that procedures are put in place
to manage and control credit risk and the
quality of credit portfolio in accordance
with these policies.

® Developing credit policies and credit
administration procedures

® Implementing credit risk management
policies to ensure an effective credit
risk management process

® Ensuring the development and

implementation of appropriate
reporting system

® Monitoring and controlling the nature
and composition of the bank’s credit
portfolio

® Monitoring the quality of credit
portfolio and conservatively valued
and probable losses are adequately
provided for

® Establishing internal controls and
setting clear lines of accountability and
authority

® Timely dissemination of credit risk
management policies, procedures.

Credit Risk Management

The CRM should be mainly responsible for:

® Implementation of the credit risk
policy/ strategy approved by the board.
Ensure compliance with limits
approved by the board

® Makings recommendations to the
board, for its approval, clear policies
on standards for presentation of credit
proposals, financial covenants, rating
standards and benchmarks.

Deciding delegation of credit approving
powers, prudential limits on large credit
exposures, standards for loan collateral,
portfolio management, loan review
mechanism, risk concentrations, risk
monitoring and evaluation, pricing of
loans, provisioning, regulatory/legal
compliance, etc.

B. OPERATING UNDER SOUND CREDIT
GRANTING PROCEDURE

Bank followed strictly specified policies,
standard for granting credit as follows:

Evaluation of borrower by way of:

® Internal credit rating assessment

® External credit rating assessment by
ECAI

® Analysis of specific borrower

repayment capacity- review of financial

statements by way of analysis five key

financial indicators- Balance Sheet,

Income Statement, Net worth and

Fixed Assets reconciliation, Key ratios

and Cash flows statements

Risk based loan pricing

Credit growth increase after ensuring

optimum asset quality and without
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Risk Management
Report

compromising bank’s standard of
excellence

® Creditfacilities are allowed after
consideration of absolute due diligence

® Inherentriskin credit proposal are
being identified and mitigation steps
are taken

® Collateralis properly valued and
verified by concerned officerin
periodically basis

® Risk grading is being done in line with
the Bangladesh Bank guideline and
bank’s own policy

® Credit delegations are specified
for new/ fresh limit, renewal or
enhancement of limit, consumer/ retail
loan, personal loan etc.

C. MAINTAINING AN APPROPRIATE

CREDIT ADMINISTRATION

MEASUREMENT AND MONITORING

PROCESS

® Bankestablished an appropriate credit
administration measurement and
monitoring process to mitigate credit

risk.

® Borrower follow-up and corrective
action

® Internal loan review.

Timely identification of problem assets:

Documentation Weakness

® Failing to file collateral agreements/
security agreements with appropriate
public departments

® Transferring the collateral to another
country/state

® Guaranties with expired dates Changes
in legal status

® Unauthorized corporate/ partner
signatures Collateral Deterioration

® Changes of value in the marketplace

® Rising interest rates decrease real
estate and investments

® Technological advances

® Rapid depreciation of equipment or
inventory

® Taxlaw changes (real estate)

® Natural disasters

6.1 CREDIT MANAGEMENT PROCEDURE

Credit
Orientation

Credit
Assessment

Credit
Approval

® Spoilage or mishandling of collateral.

Extended Credit and High Use of Lines of

Credit

® Borrower is at the top of line each
month

® Failure to meet financial covenants in
loan agreement

® Delaysin payment of principal and

interest Use of overdrafts/low balances

in current account

Credit inquiries from other lenders

Change of accountants

Other Indications of Problem Loans

Delay in receipt of financial statements

Delay in management promises or

Adequate provision maintain.

D. ENSURING ADEQUATE CONTROLS
OVER CREDIT RISK

Bank established a system of independent,
ongoing credit review and the results of
such review are communicated directly

to the Board of Directors and senior
management. Detail on credit risk
management is disclosed in CRO’s report
(page no. 100) and other part of Annual
Integrated Report 2016.

Post
Monitoring

Pre-Assessment
Processing

Recommendation

Source of Credit Risk

NPL
Management

Documentation

Credit Concentration: Single/Group Borrower, Sector, Total Exposure etc.

Credit Management Issue: Wrong selections of borrower,

Credit Portfolio Analysis
Client Rating
Concentration Risk Analysis
EOL Monitoring etc.

inaccurate credit need assessment etc.

Credit Risk

Management

Past Due Monitoring

Transition Matrix

Status of Overdue Bill

Reschedule Account Monitoring etc.
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6.2 CAPITAL RELIEF BY REDUCING RISK

In the year 2016, the Board of Directors and the Senior Management of the bank
emphasized rigorously on corporate borrowers credit rating to lower our risk profile as
well as to reduce the capi