Report of the Board of Directors
“AfareTr s e eferans

In the name of Allah

The Most Gracious, the Most Merciful

Dear Shareholders,

Assalamu Alaikum Wa Rahmatullah Wa Barakatuhu.

We are delighted to present before you the Directors’
Report and Audited Financial Statements together
with Auditors’ Report of the Bank for the year ended 31
December 2015. We have also provided a brief description
of the performance and affairs of the Bank for the same year
as well as various aspects of the world market trend with
highlights of the performance of Bangladesh economy.

World Economy

The world economy continued to disappoint in 2015
as global growth rate fell-down than expectations and
declined to 2.4 percent from 2.6 percent in 2014. Such
disappointing performance was mainly due to slow
down of economic activities in emerging and developing
countries amid post-crisis low commodity prices,
restrained global trade, stretches of financial market
volatility and weakening capital flows. Emerging market
economieshadbeenanengineofglobal growthduringthe
2000s, especially after the 2007-08 global financial crisis.
Growth in emerging market and developing economies
while still accounting for over 70 percent of global growth
declined for the fifth consecutive year, while a modest
recovery continued in advanced economies. Despite a
modest recovery in high-income countries, global growth
slowed down in 2015, as developing-country growth
dipped to a post-crisis low. The recovery in major high-
income countries gained traction last year. This had
been increasingly driven by stronger domestic demand,
particularly in the United States, where employment
conditions were robust. In the Euro Area, credit growth
was improving and unemployment was declining. The
recovery remained fragile in Japan despite substantial
policy stimulus. With external demand negatively affected
by a slowdown in large emerging market economies,
growth forecasts across major high-income economies
in 2016 had been shaded down, but growth should still
show some improvement from 2015.
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GDP Growth

2013
World 24
USA 1.5
Euro Area -0.2
Developing Countries 53

2014 2015 2016 2017
2.6 24 2.9 3.1
24 25 2.7 24
0.9 1.5 2.7 24
4.9 4.3 4.8 53

Source: World Bank

Global growth is projected to edge up in the coming years
reaching 2.9 percent in 2016 and 3.1 percent in 2017.
This pickup is predicated on continued gains in major
high-income countries, a gradual tightening of financing
conditions, a stabilization of commodity prices, and a
gradual rebalancing in China.

The upturn in 2016 and 2017 is projected to be slower
pace than previously anticipated. Global inflation is
expected to rise moderately in 2016 as commodity prices
level off, but will remain low by historical standards. Solid
growth in the United States and a slight pickup in the pace
of Euro zone and Japanese economic activity, along with
an expected easing of recessionary pressures in Brazil
and Russia, are among the reasons for this moderately
upbeat assessment. In the same vein, low oil prices and
more monetary stimulus in particular, from the European
Central Bank (ECB), the People’s Bank of China, and the
Bank of Japan will not only support growth, but could also
provide the basis for some upside surprises. Unfortunately,
there is no shortage of downside risks, including high
public and private sector debt levels, corporate risk
aversion, further weakness in China and other emerging
markets, and daunting geopolitical risks. This means that
the probability of the global economy being stuck in low
gear for another year is still uncomfortably high.

Bangladesh Economy

Despite global headwinds and episodes of domestic
unrest, Bangladesh has had a strong macroeconomic
performance in 2015, registered GDP growth 6.5%. The
Bangladesh economy is showing resilience, while the
fundamentals signify impressive growth prospects for
Bangladesh. The year 2015 is marked promising feats
for Bangladesh with achievement of the Millennium
Development Goals (MDG) and escalation from the low-
income country status to lower-middle income country as
per the World Bank’s classification. The economy gained
momentum from the beginning of the new fiscal year and
appears to have laid a solid foundation. With the achievent
of country’s growth rate in excess of 6 percent over the
last five years, the focus has now been shifted to the next
level, forecasting the growth rate to 8 percent by 2020 as
envisaged under the country’s seventh five-year plan.

ST R AR (AT 2 2050 I 2.5 *SIH U3R 2059
AT 0.3 S T | TH ANER R Sdaifers oifs

a3 qa Aea Sieya wftfos TS sAfeqecs [

e @3 gigew o7 w4 27 |

2058 8 2059 A fad AIFET AT AIFETET (BT
A | 050 N &HF @RS AN qrecd e o
T4 AT (BIAE I AT 0T AT 1 AR | W
YSRNET T 2@, TSCAG @ ofea I a3 @R
JfE= ¢ AT Tw S Tgfed et [Rapa
0T G egf e 1 AR | e (o R,
ST CTGE 1T, P9t U1eE oI RAT 8 i
S SIS LS Tl =] “ATCFEr S efacd T 0T
= Toraw 2fean vaeed fefee zre N | geriemee
g exfe 2ea@ TomAe AR @ - EAAT
BT 8 weyiey SARwE SRt s e T el «3e
g-AreifoT wigwe! | (NE T (AR wdife e @
TR & T AJ@Ce WGP AR AN |

TR TN

e wedifesn efsger fRifEfe 8 Mo soRE e 7
9% SfFTO! e TG 053¢ AT ANES wdAfore
ST SEI COF AR AR b.¢ *TOIH i werw
FECZ | AT weNife fBfeRa @it e Gifere
el SRATE SR fad IR (o TR |
03¢ A JIETHH TRFSIR AN FRFCHA Sqa eyl
(@wfefer) Sre Fare I ey e oo st s
T @ (QACF T2 TR N e FeeTe R |
T TR G (AT AL B A (AR @R @
*& fofe FIom 0o (AR | IENW T© ¢ IR MG b
MR T & TR o TON O Tl THO
(ST LT FST AL ARFFAT 2020 A A
b TSI & Srercee STl % SR |

{3 Shahjalal Islami Bank Limited Annual Report 2015 83




Fiscal Management

Real GDP growth has remained above 6 percent, a
notable performance in the current global context. The
public debt-to-GDP ratio has remained largely stable at
a moderate level. However, tax revenue performance has
been weak, with revenues increasing more slowly than
GDP. In FY16, real GDP growth is projected at 6.3 percent
by IMF though government has been estimated at 7.00
percent, supported by higher public sector wages and
public investment. Growth is projected to accelerate
gradually to 7 percent over the medium term, as public
investment is further ramped up and constraints on
investment ease, with private investment also supporting
a recovery in private sector credit, although, private
domestic demand, particularly private investment, has
been subdued, partly contributing to a slowdown in
credit to the private sector.

Service Sector

In FY15 the sector witnessed a better performance
compared to the previous fiscal. The growth of services
sector increased to 5.83 per cent in FY15 from 5.62 per
cent in FY14. The share of services sector reduced to 53.6
percent from 54.0 percent during the same period. From
different sub-sectors electricity, gas & water supply, hotel
& restaurant, financial intermediation, real estate, health
& social work, education, and public administration &
defense have performed better in FY15 compared to that
of the previous fiscal.

Industry

Performance of Industrial Sector as a whole picked up
eventually to register a 9.6 percent growth in 2015 which
was 8.16 percent in the fiscal year 2014. Besides, share of
the Industrial Sector in GDP also increased by 0.87 percent
points and reached to 30.42 percent in FY15 from 29.55
percentage in FY14. The contribution of both Industrial
and Services Sectors to the GDP has been increasing
gradually indicating an in-road of Bangladesh’s economy
towards a modern developing economy. The growth
rate of Industrial Sector as a whole increased in FY15
compared to FY14. The most notable growth was seen in
the small scale manufacturing sub-sector.
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Agriculture

The agriculture sector grew by a moderate rate of 3.0
percent which declined by 1.4 percentage points in FY15
from 4.4 percent in FY14. This was mainly due to fall in
growth of crops and horticulture sub-sector. Overall
output of food grains (Aus, Aman, Boro and Wheat)
increased by 0.4 percent from 35.66 million metric tons
(MMT) in FY14 to 35.79 MMT in FY15. Out of the overall
GDP growth of 6.5 percent in FY15, 0.5 percentage points
was contributed by the agriculture sector.

Savings and Investment

Domestic and national savings increased moderately.
Gross Domestic Savings (GDS) at current market prices
grew by 13.7 percent in FY15 from 12.3 percent in FY14.
The GDS as percentage of GDP also increased to 22.3 in
FY15 from 22.1 in FY14.The ratio of private savings to GDP
increased to 20.7 percent in FY15 from 20.6 percent in
FY14.Investment as a percentage of GDP increased to 29.0
in FY15 from 28.6 in FY14. The ratio of private investment
to GDP increased from 22.0 in FY14 to 22.1 in FY15; the
ratio of public investment to GDP increased to 6.9 in FY15
from 6.6 in FY14.The domestic savings-investment gap as
a percentage of GDP increased from 6.5 in FY14 to 6.7 in
FY15.The domestic savings-investment gap was met with
the help of the net factor income from abroad.

Inflation

Inflationary trend experienced a consistent decline in
the FY2015. Annual average inflation decreased to 6.2
percent at the end of 2015, the lowest level since February
2013; point-to-point inflation hovered between 6 percent
and 6.4 percent throughout the year before closing at
6.1 in December 2015; Food inflation slowed to 5.48
percent in December 2015 from 5.86 percent a year ago,
whereas non-food inflation rose to 7.05 percent from 6.48
percent over the same period. The drop in food inflation is
attributed to the increase in rice output during the harvest
season, and fall in import prices of global agricultural
commodities. The non-food inflation rate increase was
driven by supply disruptions during the first quarter of
2015 and an upward adjustment of electricity and gas
prices as well as government official pay scale hike.

Lower global commodity prices, stable exchange rate
of Taka currency and restrained growth of broad money
supply in the backdrop of slow growth of domestic
demand contributed to falling inflation. Indeed, the
global prices of almost all commodities, including food
and fuel, declined considerably throughout FY2015.
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Capital Market

The country’s capital market passed yet another gloomy
year as trading activities were dull almost throughout
2015. Various efforts had also been taken by the
government and regulators to shore up the market in the
last five years since 2011 debacle, virtually failed to bring
the desired results in the capital market.

Foreign Exchange Reserves

Bangladesh Bank’s gross foreign exchange reserve stood
at US$ 27.50 billion as at the end of December 2015
fuelled by steady export earnings and the rise in inward
remittances. The slower pace of import growth and fall
down of global commodity prices also helped to boost
reserves by 23.23 percent over the corresponding period
of last year.

Export

Export growth was 3.3% only in FY2015 that got down
significantly from 12.1% in FY2014. Garments sector,
which singly contributes for about 80% of total exports
had a very slim growth of only 4.1%. Exports gained
momentum after a slow start in FY2015, a raising by 7.8
percent in July-December to $16.1 billion and exceeding
the $15.86 billion target for that period.

The growth was primarily driven by the apparel export
growth of 9.2 percent during the same period. At the
current pace, the country is well on its way of hitting the
exporttargetof$33.5billionsetforFY16.Thegovernment’s
export target of $60 billion by 2021, diversification and
investment expansion are crucial to build a sustainable
platform for the country’s export growth.

Import

Total import of the country witnessed 11.26 percent
growth in FY2015 over the previous year but in the first
half of FY2016 registered 7.83 percent negative growth
against the same period of the previous year. Although
in terms of figure the import expenditure had posted
negative growth in the first half of FY2015, because of
significant fall in unit price of key imported products
(i.e. Cruide Oil, fertilizer, food grains, raw cotton, etc.)
in the global market, that might not necessarily had
corresponding (negative) implications in terms of volume
of import. The global oil price hitting record lows was
one of the primary factors behind the fall in fuel import
payments.
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Import remained sluggish in July-September, which
picked up again in October onwards with maturity of
payments for the government’s mega infrastructure
projects, and rising capital machinery imports amid
growing confidence.

Remittance inflow

Remittance, which is an important part of the country’s
growth, grew to $15.3 billion in 2015 compared to $14.2
billionin 2014. Inflow of remittance returned to its positive
growth in 2015 after experiencing a major setback in
2014. With an increasing number of Bangladeshi workers
going abroad, despite concerns regarding the possible
slowdown of development activities in the Middle East
due to loss of revenue on the decline of oil prices. Increase
in the overseas employment, about 13.0% growth, as well
as reopening of the Saudi market in 2015 will positively
impact the remittance inflow in near future.

In the backdrop, the inward remittance to Bangladesh
during first six months of FY 2016 was USD 7.4 billion.
This amount meant a negative growth(-0.35) over the
corresponding period of FY 2015. The share of remittance
earnings from Middle East dropped to 57.2 percent mainly
because of negative growth of remittance flow from Saudi
Arabia and the UAE. However, Saudi Arabia remained the
largest source of remittance, but the growth was negative.
The benefits of higher leaving would perhaps come with
some leg.

Monetary Policy

New monetary policy 2016 (January to June) of
Bangladesh has been designed to boost the investment
of the country as well as boost the economy. To ensure
the objective, Bangladesh Bank has declined the repo and
reverse repo rate by 50 basis point at 6.75% and 4.75%
respectively. The repo and reverse repo rate were 7.25%
and 5.25% respectively since 2013. As the repo rate has
been declined, it enables banks and Financial Institutions
getting fund from Bangladesh Bank at lower rate which
will simultaneously enable them to lend at lower rate in
the business to accelerate the growth of the economy
ultimately.

Banking Sector Outlook

The banking sector in Bangladesh has achieved
considerable success due to the reforms in the 1990s,
2000s and afterwards. The banking sector of Bangladesh
underwent a moderate level of resilience in 2015.
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However, the sector will have to prepare for the next
generation global regulatory framework and meet clients’
emerging needs. In the coming days, the banking industry
will have to achieve the ability to absorb shocks arising
from possible financial and economic stress, improve risk
management and governance, and strengthen banks’
transparency and disclosures through compliance with
Basel Il requirements to be implemented by 2019.

There have been attempts by commercial banks to lower
their lending rates and also reduce interest rate spread as
advised by Bangladesh Bank. Lending rates declined due
to lower cost of funds for banks, lower demand for credit
as well as increasing competition from overseas lenders
whose lending rates are in single digit. Average lending
rate of banks had declined to 11.3 per cent in October
2015 compared to 12.5 per cent in October 2014. On the
other hand the spread between the weighted average
advances and the deposit rates of all banks decreased to
4.84% in December 2015 which was 5.21% in December
2014.

During the year 2015, the banking industry was in liquidity
surplus position and as such inter -bank call money rate
was significantly in decreasing trend. The call money rate
was fallen from 8.57 percent in January 2015 to 3.69 in
December of the same year.

Banking industry has achieved significant growth in
deposit mobilization and also rational approach to loan
disbursement. Total deposit of the scheduled banks
increased to Tk.7540.00 billion in 2015 from Tk.6989
billion in December 2014 registered more than 13 percent
growth while total bank’s advance increased to Tk. 6175
billion in 2015 from Tk. 5451 billion in December 2014
registering more than 13 percent growth.

Prospectin 2016

Despite the weak external impetus, Bangladesh has
maintained a stable economic growth of more than 6.0
per cent in the last few years. However, in order to keep
up the growth momentum, government will need to
raise enough resources to meet the heavy pressure on
the budget caused by the salary hike for government
employees and the essential spending on physical
infrastructure. To achieve the targeted GDP growth of
7.0 per cent in the current fiscal year, Bangladesh faces
the major challenge of accelerating investment in the
private sector. Political stability remains a major challenge
for maintaining macroeconomic stability that is vital
for achieving higher growth. Presently, the investment
rate is much below the target of 35.0 per cent of GDP
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that is required for achieving 7.0 per cent GDP growth.
Bangladesh’s economy is progressing well, but below its
true potential, as infrastructure bottlenecks, shortage of
power and energy, lack of policy continuity, absence of
investment-friendly climate and political harmony keeps
it from performing at full capacity. Government effort
should be intensified to overcome these impediments in
order to enhance the country’s growth opportunities.

Profile of Shahjalal Islami Bank Limited

Shahjalal IslamiBank Limited, a Shariah Based Commercial
Bank in Bangladesh was incorporated as a Public limited
company on 1st April, 2001 under Companies Act 1994.
The Bank commenced commercial operation on 10th
May 2001 by opening its 1st branch, i.e. Dhaka Main
Branch at 58, Dilkusha, Dhaka obtaining the license from
Bangladesh Bank, the Central Bank of Bangladesh. The
Bank went for public issue of its shares in 2007 and its
shares are listed with Dhaka Stock Exchange Limited and
Chittagong Stock Exchange Limited. Now its Head Office
is situated at Uday Sanz, 2/B Gulshan South Avenue,
Gulshan-1, Dhaka1212, Bangladesh. As on 31t December
2015 the bank had 93 branches across the country with
diversified deposits and investment products.

Off-shore Banking Unit

Off-shore Banking Unit (OBU) is a separate business unit of
Shahjalal Islami Bank Limited, governed under the Rules
and Guidelines of Bangladesh Bank. The Bank obtained
the Off-shore Banking Unit permission vide letter no.
BRPD (P-3)744(99)/2008-2800 dated 24 July 2008. The
Bank opened its Off-shore Banking Unit on 21 December
2008. The unit is located at Uday Sanz, Plot No-SE(A) 2/B
Gulshan South Avenue, Gulshan-1, Dhaka-1212.

Subsidiary
Shahjalal Islami Bank Securities Limited

Shahjalal Islami Bank Securities Limited is a subsidiary
company of Shahjalal Islami Bank Limited incorporated
as a public limited company under the Companies Act
1994 and commenced its operation on the 25th day of
May 2011. The main objective of the company is to carry
on business of stock broker/dealers in relation to shares
and securities dealings and other services as mentioned
in the Memorandum and Articles of Association of the
Company. It has corporate membership of Dhaka Stock
Exchange Limited and Chittagong Stock Exchange
Limited. Shahjalal Islami Bank Limited holds 89.49%
shares of Shahjalal Islami Bank Securities Limited.
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Principal Activities

The principal activities of the Bank is to provide all kinds
of commercial banking products and services to the
customers including deposit taking, cash withdrawal,
extending investments to corporate organization, retail
and small & medium enterprises, trade financing, project
finance, working capital finance, lease and hire purchase
financing, issuance of Debit Card. Its vision is to be the
best private commercial bank in Bangladesh in terms
of efficiency, capital adequacy, asset quality, sound
management and profitability.

Branch Network

The Bank has been operating with a network of 93
branches around the country. The bank is working to
expand its business by opening 10 more branches in
Dhaka and some other important business locations of
the country in the year 2016 upon approval of Bangladesh
Bank.
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Correspondent Relationship

Shahjalal Islami Bank has established correspondent
relationship across the world with major foreign banks.
The number of correspondent banks stood at 436 as
on December 31, 2015 across 62 countries. The Bank is
successfully maintaining such relationships around the
world to facilitate international trade transactions. The
bank maintains 28 Nostro accounts in 6 major currencies
with reputed international banks around the world in
all of the important global financial centers. The Bank is
also enjoying sufficient credit lines from correspondent
banks for add confirmation to Letter of Credits to facilitate
international trade.
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Relationship with other Bodies

Shahjalal Islami Bank Limited has established relationship
with the following organizations/institutions:

a)  Bangladesh Institute of Bank Management (BIBM)
b)  The Institute of Bankers, Bangladesh (IBB)

¢) The Bangladesh Foreign
Association (BAFEDA)

Exchange Dealers’

d) Bangladesh Association of Banks (BAB)s
e) Central Shariah Board for Islamic Banks of Bangladesh;
f) Islamic Banks Consultative Forum (IBCF)
g)  Dhaka Chamber of Commerce & Industry (DCCI); and
h)  Bangladesh Chamber of Industries (BCl)

Strategic plan for future growth

The Banking industry has been experiencing intensive
competition as the domestic and international banks
operating in Bangladesh strongly pursued the banking
and financing needs of the Corporate, Retail, SME sector
customers with diversified banking products and services
and extending automated banking service with ATM,
Debit card facilities and Internet Banking. Besides, profit
rates have become very competitive for both deposit
and investment. Customers are demanding higher rate of
return against their deposits. On the other hand, they are
also demanding to reduce their investment rates.

Considering the overall scenario, the Bank continues
to focus on its delivery channel, technology, human
resource and its brands along with branch network,
business promotion, and corporate social responsibility
and product diversification.

Strategies mean to achieve the goals. Aligned with
the vision and mission statements of Shahjalal Islami
Bank, 12 strategies have been identified to address the
development and changes we need. It is envisaged that
this strategic plan will cascade effectively the vision-
mission into concrete action on priority basis and
transform the Bank into a dynamic, effective and forward
looking modern shariah based bank in Bangladesh.
Strategic plans of the Bank are:

SL Strategic Plan

1 |Revisit the existing deposit products to introduce
new deposit products and redesigned the existing
deposit products
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2 |Re-examine existing investment products to
introduce new investment products and
redesigned the existing investment products
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SL Strategic Plan
3 | Strengthen Debit Card and introduction of Shariah
Based Credit Card facility to enhance card business

© | FTC JRENE ALAGCET T (TR FICST Sz Fdl @2

4 | Strengthen and make effective of offshore Banking unit

8 | A e SR aifeier w4t

5 |Expand non-funded and fee based business to
increase income

¢ | TH-PICTC G I AL WL W i w4

6 |Formation of integrated treasury function to
increase profit from treasury operation

Y | AR Ifed o GEd 2o e Far

7 |Strengthen risk-based internal audit (including
Shariah audit) to add value to the risk management
process in the Bank

q | Jfefefer weda i (@R FEwemR) sRET

8 | Strengthen Marketing division to ensure success of

b | Tod SIS 8 R #teiR Ao aey e [erits

10 | Attract, retain and develop people (staff ) ensuring
sound organizational development

new deposit and investment products T 4t
9 |Strengthen MIS to ensure accurate, timely > | % ¢ Tame vy Mfve T S @ISR HfEE
information 4

o | WA FHE WSl I MU eif Bt Sed AL 1

11 | Develop a governance manual to ensure proper
office administration and Corporate governance

Sy | v ST RHAT 8 T e ST eeke w4

12 |Create a ‘Strategic Planning / Research &
Development Unit’

SJIBL automation

Competition in the financial services sector has become
intense, as bank compete with each other in providing
better services and superior banking products to their
customers. Faced with the challenges of threatened profit
margins, higher customer expectations and competition,
banks are driven towards distinguishing their services from
that of their competitors. To meet the challenging market
and customer demands, we need to strike a balance
between customer service and management of business
risks.

For Shahjalal Islami Bank Ltd., the key to success in such
a demanding market situation is to be equipped with a
proven and versatile IT solution, which has the capability
of designing new products and services, coupled with the
ability to access and manage information on a continuous
real time basis. In view of the above, Shahjalal Islami Bank
has implemented real time 24/7 Core Banking Solution
called Bank Ultimus, an Integrated Shariah Banking Solution.

In line with the Core Banking Solution, Shahjalal
Islami Bank Limited has successfully implemented
Bangladesh Automated Cheque Processing System
(BACPS), Bangladesh Electronic Fund Transfer Network
(BEFTN), Real Time Gross Settlement (RTGS) and Sanction
Screening Software as per Bangladesh Bank Guideline. For
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betterment of Customers’ services, Bank has expressed
and deployed different channels like ATM, POS, Debit
Cards, e-GP and WASA, DPDC, DESCO bill collection etc.
services. Besides this, HRM, Leave Management, ACR,
Payroll, goAML etc have been developed and successfully
implemented for the bank.To make the Banking operation
faster, easier, more efficient and even more effective to
serve its valued customers on 24 hours a day, 365 days
a year, Bank is providing the Internet Banking and SMS
Service facilities.

Information and Communication Technology (ICT)
encompasses the broad areas of data or information
processing, transmission and communications by means
of Information Technology and these modern tools
are being increasingly used for banking information
processing in the International Standard Data Centre. For
smooth functioning of our Banking Operation, Bank has
established a very strong and secured network system
to ensure the consistency, Integrity and availability of
Data. For better and quick communication among the
employees as well as customers, Bank has established its
own mailing corresponding system.

Now a days, in financial sector, especially in the banking
sector security is one of the main concerns to protect
from any kind of intrusion for both internal and external
threats. In order to meet this objective, we have prepared
an IT Security Policy as per Central Bank guideline which
is used by the bank to accelerate in terms of information
generation, utilization and applications.

Automated Teller Machine (ATM)

With the aim to provide 24/7 cash withdrawal facilities
to the valued clients, Shahjalal Islami Bank Limited has
established 50 ATMs at different important locations of
the country. As a member of VISA International, the Bank
is also connected through National Payment Switch,
Bangladesh (NPSB) as well as Q-Cash Network. Through
this shared network, the Bank is providing support to its
customer to get access from any ATM of Bangladesh.

Shahjalal Islami Bank Limited is committed to establish
more ATMs for smooth and convenient services of its
cardholders.

Point of Sales (POS)

The valued cardholders can use their cards for dinning,
shopping and other utility purpose at any VISA labeled
POS Terminals at home and abroad (for International Card
only). The Bankis also providing support to its cardholders
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to do POS transactions at NPSB (National Payment Switch,
Bangladesh) as well as at Q-Cash POS Network.

The “Card Support Center”is open for 365 days to provide
support to valued cardholders.

Review of the Performance

During the year under review, the bank maintained
the progress of business through its 93 branches. The
operating profit before tax stood at Tk.1,757.80 million.
Net profit attributable to shareholders reached to Tk.
1,290.49 million, return on average equity was 10.78
percent and Earning per Share (EPS) stood at 1.76. Non-
performing investments (NPI) ratio was 6.47 percent.
Capital adequacy of the Bank was 13.52 percent
comprising maximum under Tier-l, which was above
the stipulated rate of 10 percent. Out of deposit of Tk.
109,258.72 million, the bank could deploy Tk. 96,834.65
million in investment as on December 31, 2015. The Bank
handled total Foreign exchange business of Tk. 172,074
million in the year 2015.

Regulatory Capital of the Bank

The Bank’s Capital is divided into two tiers i.e. Tier-l and
Tier-Il capital. Tier-l includes Paid-up Capital, Statutory
Reserve and Retained Earnings. Tier-ll includes Eligible
General Provision on unclassified investments & Off-
Balance Sheet items. The Authorized Capital of the Bank
is Tk. 10,000 million and paid-up capital of the Bank is Tk.
7,347 million as on December 31, 2015. Total Regulatory
Capital was Tk 13,355.23 million as on December 31, 2015.
Comparative position of Capital for the year 2015 & 2014
is given below:-

Tier-l Capital (Going-Concern Capital):

SL.No Particulars
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(Amount in million Taka)

205 2014]

a) Paid-up capital 7,346.88 7,346.88
b) Statutory Reserve 3,942.34 3,590.78
Q) Retained Earnings 965.07 760.83
Sub total 12,254.30 11,698.50
Tier-1l Capital (Gone-Concern Capital)
SL.No Particulars 2015 m
a) Eligible General Provision 1,100.93 1074.82
Sub total 1,100.93 1074.82
Total Equity 13,355.23 12,773.31

94  Shahjalal Islami Bank Limited Annual Report 2015 f‘-:}




Regulatory Capital 2015
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Number of Shareholders

A large number of shareholders reposed their trust in our
Bank’s Shares. In the 2015, total number of Shareholders
stood 63,480. The position of shareholders for last three
years is shown below:

Trend of Regulatory Capital
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Year Shareholders
2015 63,480
2014 82,713
2013 85,944

Net Asset Value (NAV)

The Net Asset Value per Share is always positive which
indicates higher assets back up compare to per value. As
a result, more investors has subscribed to Bank. Trend of
NAV for last five years is given below:
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Year Net Asset Value (NAV)

2015 16.68
2014 15.92
2013 16.40
2012 17.33
2011 17.78

Capital Adequacy

Total Regulatory Capital of the Bank as on December
31, 2015 stood at Tk. 13,355.23 million which was Tk.
12,773.31 million as on December 31, 2014, registering
13.52% of the Risk weighted Assets as against the
regulatory requirement of 10%.
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The Tier-I capital was 12.40% of Risk weighted Assets as
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The Bank has established Basel-ll implementation  FIeF AFCEA A - VI S0 Froi IR

Unit successfully and conducted some workshops with
Executives and officers of the Bank both at Head office
and Branch level. A comparative quantitative feature
of Risk Weighted Assets (RWA) and Minimum Capital
Requirement (MCR) for December quarter ended-2015
& 2014 under Basel-lll & Basel-l respectively is furnished
hereunder:
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Tk. In Million

Particulars 2015 m

Regulatory Capital:

1.Tier-1 (Going-Concern Capital) 12,254.30 11,698.50
2.Tier-2 (Gone-Concern Capital) 1,100.93 1,074.82
3.Tier-3 (eligible for market risk only capital) N/A =
Total Regulatory Capital (1+2+3) 13,355.23 12,773.31
Total Risk Weighted Assets (RWA) 98,789.57 93,820.40
Capital to Risk Weighted Assets Ratio (CRAR) 13.52% 13.61%
Tier-I Capital to RWA 12.40% 12.47%
Tier-1l Capital to RWA 1.12% 1.14%
Minimum Capital Requirements (MCR) 9,878.96 9,382.04

Liabilities

Total liabilities (excluding equity) stood at Tk. 125,615
million at the end of 2015, which was 9.17% higher than
the previous year’s figure. Liabilities increased mainly due
to increase in deposits.

PN
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Deposit

Total deposit of Shahjalal Islami Bank Limited stood at Tk.
109,258.72 million as on December 31, 2015 which was
Tk. 98,601.32 million as on December 31, 2014. Deposit
is the ‘life-blood’ of a Bank. Bank puts utmost importance
in mobilization of deposits introducing a few popular
and innovative schemes. The bank always tries to give
the highest return on the deposits of the customers.
The mobilized deposits are ploughed back in economic
activities through profitable and safe investments.

The Deposit-mix of the Bank as on December 31, 2015
was as bellow:-
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SI.No Nature of Deposit Taka in million Percentage of Total Deposit

1 Al-Wadia Current Deposit 5,421.31 4.96%
2 Mudaraba Savings Deposit 15,876.57 14.53%
3 Mudaraba Special Notice Deposit 3,638.01 3.33%
4 Mudaraba Term Deposit 41,842.09 38.30%
5 Mudaraba Schemes Deposit 33,634.21 30.78%
6 Other Deposits 8,846.53 8.10%
Total 109,258.72 100.00%
Deposit-Mix-2015
8.10% 4.96%
B Al-Wadia Current Deposit
14.53%
Mudaraba Savings Deposit
3.33% B Mudaraba Special Notice Deposit
30.78%
B Mudaraba Term Deposit
B Mudaraba Schemes Deposit
[l Other Deposits
38.30%
Total Assets TRl

Bank’s total asset as on December 31, 2015 stood at
Tk. 137,870 million which was Tk. 126,758 million as on
December 31, 2014. A major impact to this growth was
the increase in Placement with other Banks & Financial
Institutions by 104% i.e. from Tk. 4,234 million to Tk. 8,658
million. Investments and Balance with Bangladesh Bank
& its Agent Bank also increased by 15.19% and 11.27%
respectively.
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Asset quality and non-performing investments

Non-performing investment was decreased by Tk. 351
million compared to the year 2014. The non-performing
investment ratio was 6.47% as at the end of 2015 whereas
it was 7.87% at the end of 2014.

Investment

Total investment of the Bank stood at Tk. 96,835 million as
on December 31, 2015 as against Tk. 84,062 million as on
December 31, 2014 registering an increase of Tk. 12,772
million, i.e. 15.19% growth. The Bank was very conscious
& careful in deployment of investing fund. Mode wise
investment portfolio as on December 31, 2015 is given
below:

SI.No Modes of Investments

Taka in million

TR QTS A @R AP Rt
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Percentage of Total Investment

1 Murabaha 8,399.34 8.67%
2 Bi-Muazzal 54,466.52 56.25%
3 Hire Purchase Shirkatul Meelk (HPSM) 17,117.34 17.68%
4 ljara 676.45 0.70%
5 Bi-Salam 1,197.05 1.24%
6 Quard 17.74 0.02%
7 Bill purchased & discounted 7,164.80 7.40%
8 Others 7,795.41 8.05%

Total 96,834.65 100%

The Bank always entertains quality investment proposals
having sound creditworthiness and good track record of
customers.The Bank has also introduced some Investment
Schemes to provide financial assistance to comparatively
less advantaged group of people.

IF AW @S T SiteT [T auid @3 (@ J5e
AT [IE ATl W2 3f6q5s HiT @ A2

Investment Portfolio 2015

8.05%

7.40% 8.67%

B Murabaha
M Bi-Muazzal

0.02%

1.24%
M Hire Purchase

0.70%
M ljara

M Bi-Salam
M Quard

M Bill purchased &
discounted

[ Others

—
17.68%

56.25%
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Trend of Investments
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Division-wise Investment

Divisions

Horizontal Analysis

Vertical Analysis

Takain Variance Taka in Millions Composition

2015 2014 2014/2013| 2014/2013 2015 2014 2015 2014

Dhaka 70,632 64,455 9.58% -5.06% 70,632 64,455 72.94% 76.68%
Chittagong 19,318 13,050 48.03% 7.36% 19,318 13,050 19.95% 15.52%
Sylhet 1,184 1,061 11.59% -11.58% 1,184 1,061 1.22% 1.26%
Rajshahi 1,831 1,687 8.54% 77.95% 1,831 1,687 1.89% 2.01%
Rangpur 729 707 3.11% -19.75% 729 707 0.75% 0.84%
Khulna 2,978 2,993 -0.50% 20.59% 2,978 2,993 3.08% 3.56%
Barisal 161 108 49.07% -29.41% 161 108 0.17% 0.13%
Total 96,835 84,062 15.19% -1.92% | 96,835 84,062, 100.00%| 100.00%

Sector-wise Investment

Horizontal Analysis

Vertical Analysis

Sectors Taka in Millions Variance Taka in Millions Comp

2015| 2014 2015/2014 | 2014/2013 2015 2014| 2015, 2014
Agriculture & Fishing 3,769| 2,814 34% 278% 3,769 2,814 4% 3%
Cotton & Textile 8113| 6,216 31% -16% 8,113 6,216 8% 7%
Garments 11,299 | 12,897 -12% 3% 11,299 12,897 | 12%| 15%
Cement 2,060 737 179% 62% 2,060 737 2% 1%
Pharmaceuticals & Chemicals 2,379| 1,162 105% -15% 2,379 1,162 2% 1%
Real Estate 9,489 | 7,617 25% 0% 9,489 7,617 10% 9%
Transport 2,218 1,801 23% 0% 2,218 1,801 2% 2%
Information Technology 140 425 -67% 99% 140 425 0% 1%
Non Banking Financial Institutions 2,037 3,928 -48% -20% 2,037 3,928 2% 5%
Steel & Engineering 4,120 2,497 65% -39% 4,120 2,497 4% 3%
Food Processing & Beverage 8,240| 3,852 114% 26% 8,240 3,852 9% 5%
Power & Energy 2,784 2,061 35% -23% 2,784 2,061 3% 2%
Paper & Paper Products 1,515 1,426 6% 4% 1,515 1,426 2% 2%
Plastic & Plastic Product 1,731 1,197 45% -22% 1,731 1,197 2% 1%
Electronics 1,524 1,099 39% -23% 1,524 1,099 2% 1%
Services Industries 2,579| 2,693 -4% -16% 2,579 2,693 3% 3%
Trading 17,367 | 15,430 13% 42% 17,367 15,430 18%| 18%
Import Financing 3,521 3,149 12% -37% 3,521 3,149 4% 4%
Consumer Financing 90 42 114% -47% 90 42 0% 0%
Share business 2,632 2,621 0% 0% 2,632 2,621 3% 3%
Staff Investment 843 795 6% 5% 843 795 1% 1%
Others 8,386, 9,601 -13% -20% 8,386 9,601 9% | 11%
Total 96,835 | 84,062 15% -2%| 96,835, 84,062 100% | 100%
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Trend of Deposit & Investment (Million Taka
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Foreign Exchange Business

Total Foreign Exchange Business handled during the
year 2015 was Tk. 172,074 million as against Tk. 163,674
million of 2014 registering an increase of Tk. 8,400 million,
i.e. 5.13% growth. The particulars of Foreign Exchange

Business are given below:- Tl 8
Particulars Amount in Million Taka Growth Composition
2015 2014 2015 2014 2015 2014
Import 85,959 83,731 2.66% 2.20% 49.95% 51.16%
Export 82,571 76,734 7.61% -9.52% 47.99% 46.88%
Foreign Remittance 3,544 3,209 10.44% 24.24% 2.06% 1.96%
Total 172,074 163,674 5.13% -3.33% 100.00% 100.00%
0
2.06% Foreign Exchange Business 2015
47.99%
49.95%
B Import
M Export

M Foreign Remittance

&
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Operating Result
Income
Investment Income

Total Investment Income of the Bank stood at Tk. 10,509.98
million as on 315 December 2015 as against Tk. 11,364.31
million compare to that of the previous year. The amount
of Investment Income represents 86.87% of the total
income for the year 2015 as against 85.93% of the total
income for the year 2014.

Non-Investment Income

Total Non-Investment Income of the Bank as at 31°
December 2015 stood at Tk. 1,588.24 million as against TK.
1,861.03 million of the preceding year, which was 13.13%
and 14.07% of the total income of the respective years.

Expenditure

Profit Paid on Deposits

Bank distributed Profit of Tk. 6,942.57 million among
the Mudaraba Depositors in the year 2015 against Tk.
8,208.79 million in the year 2014 which being 66.06%
of the Investment income earned from deployment of
Mudaraba Fund and 71.42% of total Expenditure of 2015
as against 75.37% of total Expenditure of 2014.

Operating Expenses

Total operating expenses for the year 2015 was TK.
2,778.21 million whereas it was TK. 2,683.06 million for the
year 2014. Total operating expenses was 28.58% of total
Expenditure for the year 2015 as against 24.63% of 2014.

Operating Profit

During the year 2015, the Bank earned an amount of Tk.
12,098.22 million and spent an amount of Tk. 9,720.78
million, resulting a total Operating Profit of Tk. 2,377.44
million which increased by Tk. 43.95 million over that
of last year. From the operating profit Tk. 431.43 million
was kept as provision for investment, Tk. 31.06 million
provision was kept for Off-Balance Sheets, Tk. 152 million
provision was kept for diminution in value of investment
in shares, Tk. 5.14 million provision was kept for other
assets and then profit before tax stood at Tk. 1,757.80
million and deducting income taxes of Tk. 467.31 million,
net profit after taxation stood at Tk. 1,290.49 million.
As appropriation of net profit Tk. 351.56 million was
transferred to statutory reserve as per Bank Company
Act and Remaining Tk. 938.93 million was transferred to
retained earnings.
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A summary of operating result of the bank as on
December 2015 vis-a-vis the position of December, 2014
is shown below:-

205¢ YR 2058 AT ARBEAN FAFF GG 7efore A=
ey eme =T ¢

(Amount in Million Taka)

Total Income 12,098.22 13,225.34
Less: Total Expenditure 9,720.78 10,891.85
Net Profit before Provision & Taxation 2,377.44 2,333.49
Less: Provision for Investment, Off Balance Sheets, Shares & others 619.63 1,557.50
Net profit before Taxation 1,757.81 775.99
Less: Provision for Taxation 467.31 28.78
Net Profit 1,290.50 747.21
Appropriation:

Statutory Reserve 351.56 155.20
Retained Earnings 938.93 592.01
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18000 —
16000 —
14000 —
12000 —
10000 —
8000 —
6000 —
4000 —
2000 —
0

17,438.81

12,991.73
12,006.82

9,008.93

4,447.08

2,997.89

2011 2012

B Income

Operating Result (Million Taka)

15,608.96

12,915.13

W Expenditure

13,225.34
12,098.22

10,891.85

9,720.78

2,693.83

2,333.49 2,377.44

2015

2013 2014

| Operating Profit

Contribution to National Exchequer

The Bank has made provision of Tk. 480.80 million for
corporate tax in 2015 against 48.81 million in 2014. The
bank has also contributed to the economy by generating
employment of 2,156 full time officials. In the year
2015, Bank has paid Tk. 1,490.75 million to Government
exchequer as source tax, salary tax, VAT, excise duty and
other tax & VAT realized against various services. In the
intermediation process, the Bank has mobilized resources
of Tk. 109,258.72 million from the surplus economic unit
and deployed Tk. 96,834.65 million in 2015.

The Bank has generated direct and indirect employment
for a large number of people over the years. With the
payment of taxes and the investment in the network,
the Bank is making a significant contribution to the
development and growth of the nation.

&
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Dividend

The Board of Directors of the Bank has recommended
cash dividend @ 13% i.e. Tk.1.30 for each share for the
year 2015. Over the last years, Board of Directors declared
dividends out of profit to shareholders at good rates. The
rates of dividend declared by Bank since 2011 are shown
below:

TR
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Year Dividend (%)

2015 13 (Cash)
2014 10 (Cash)
2013 10 (Stock)
2012 20 (Stock)
2011 25 (Stock)

Preparation of Financial Statements

The financial statements of the Bank prepared by the
management presents fairly its state of affairs, the result
of its operations, cash flows and changes in equity under
the historical cost convention and in accordance with
the First Schedule (Section-38) of the Bank Companies
(amendment) Act 2013, related Bangladesh Bank circulars,
Bangladesh Accounting Standard (BAS) and Bangladesh
Financial Reporting Standard (BFRS), the Companies Act
1994, the listing regulations of the Stock Exchanges, the
Securities and Exchange Rules 1987 and other laws and
rules applicable in Bangladesh.

The financial statements of 2015 have been reviewed
by the Audit Committee of the Board of Directors of
the Bank and then referred to the Board of Directors for
its consideration. The external auditor, M/s. ACNABIN,
Chartered Accountants appointed by the shareholders,
have certified the fairness of the financial statements for
the year ended 31 December 2015.

Maintaining Proper Books of Account

Shahjalal lalamic Bank Limited has maintained proper
books of account for its financial transactions occurred
during 2015. The books of account have also been
reviewed by the external auditor, M/s. ACNABIN,
Chartered Accountants with an opinion that proper books
of accounts as required by the law have been properly
maintained.
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Appropriate Accounting Policies

Appropriate accounting policies have been consistently
applied, except for the changes disclosed in the financial
statements in preparation of financial statements and that
the accounting estimates are based on reasonable and
prudent judgement. Bank records financial transaction on
accrual basis with required disclosures and also prepares
the financial statements accordingly.

Internal Control and Compliance

Internal Control refers to the tools that provide a
reasonable assurance regarding the achievement of
Bank'’s goal with respect to:

° Effectiveness and efficiency of operation.
° Safeguarding the assets of the bank.

° Compliance of applicable laws and regulations, policy
& procedures issued by both Bank and the regulators

The above issues show significance of effective internal
control of a bank in the light of traditional activities. But in
the context of residual risk under SRP, internal control has
now become much more significant.

Keeping such significance in view, Shahjalal Islami Bank
Limited has strengthened and segregated its Internal Control
and Compliance Division into three separate units based on
the relative guidelines framed by Bangladesh Bank:

1. Audit and Inspection
2. Compliance
3. Monitoring

Shahjalal Islami Bank Limited has an Internal Control
and Compliance Manual which has been lastly updated
and approved by the competent authority on July 26,
2015. The current manual contains Risk Assessment
Methodology which has been designed to conduct Risk
Base Internal Audit.

Statement of Directors’ Responsibility
to establish appropriate system of
internal control

The Directors acknowledge their overall responsibilities
for the Bank’s system of internal control for establishing
efficiency, effectiveness, reliability, timeliness,
completeness and compliance with applicable laws and
regulations. This process involved a conformation that a
system of internal control in accordance with best financial
reporting practice was in place throughout the year and
up to the date of the signing of these financial statements.
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Going Concern

After reviewing the company’s present and potential
business growth, annual budget, performance, liquidity
position, plans and financing arrangement, the Directors
are satisfied that the company has adequate resources to
continue to operate in the foreseeable future and confirm
that there is no material issue threatening to the going
concern of the Bank. For this reason Directors continue to
adopt the going concern basis in preparing these financial
statements. There are no significant doubts upon the
Bank’s ability to continue as a going concern.

Credit Rating

Credit Rating Agency of Bangladesh Limited (CRAB) has
made a rating on Shahjalal Islami Bank Limited. In their
report on 19 May 2016, they rated the Bank as AA3 for long
term and ST-2 for short term. CRAB performed the rating
surveillance based on audited financial statement up to
31st December 2015 and other relevant information. The
long-term rating is valid for only one year and short-term
rating is for six months.

Auditor’s Report

The Board of Directors reviewed the Auditors Report
issued by the Bank’s auditor M/s ACNABIN, Chartered
Accountants based on their audit of financial statements
for the year ended 31 December 2015. The auditor
didn't mention about any material misstatement or
significant disagreement regarding review of the Bank's
financial statements. The Board also reviews the auditors’
suggestion which auditor provides through a separate
management report and gives the strategic guidelines to
the management for improvement.

Appointment of Auditors

As per Dhaka Stock Exchange (Listing) Regulation, 2015,
Notification dated 30 June 2015, an auditor of a listed
company cannot be appointed for more than three
consecutive years. M/s ACNABIN, Chartered Accountants
was the auditor of the Bank since the year 2013. As
2015 was the third year of audit, a new auditor is to be
appointed for the year 2016.

Section 210 of the Companies Act, 1994 gives authority
to the shareholders to fix the appointment of the auditor
and its remuneration. A new Chartered Accountants firm
will be appointed as the auditor of the bank for the year
2016 subject to the approval of the shareholders in the
upcoming Annual General Meeting.
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Future Outlook of the Bank

Going towards 2016, there are considerable challenges
surrounding Bangladesh.

Considering the overall macroeconomic and geo-political
outlook, significant pressure is expected on banking sector
margins in the wake of low benchmark rates and limited
financing opportunities. Accordingly Our Bank intends
to focus on building and maintaining quality investment
portfolio and to enhance its focus on customer service
quality and major cost rationalization initiatives through
continuous improvement in automation and product
innovations.

Similarly, Our Bank intends to focus on low cost core
deposit mix in future by effectively utilizing our extensive
branch network and new upcoming initiatives like the
launch of Mobile Banking. Our Bank is confident that
the above initiatives shall enable it to maintain a stable
performance trend going forward.

From the Bank’s perspective the focus will be provision
of value added services via operational expansion and
technological improvements. Effectiveness of the Bank's
risk management systems, capitalisation on low cost
liability franchise, disciplined expense growth, expansion
of our capital base and strengthened compliance culture
are primary factors in depicting continued strong financial
soundness. Effective leadership with a clear vision is the
key element of long term sustainability leading to highest
levels of employee satisfaction and our aim is to build
cohesive teams and strong ethical standards. We will
strive to enhance our domestic as well as global image to
take the Bank from strong to stronger.

Vote of Thanks

The Board of Directors expresses its profound gratitude
to Almighty Allah (SWT) for enabling the Bank to achieve
growth in operation during the year 2015. The Board
extends thanks to the Ministry of Finance, Bangladesh
Bank, Bangladesh Securities & Exchange Commission
and the Government Agencies for providing assistance,
guidance, support and cooperation at various stages of
operation of the Bank. The Board appreciates the support
and cooperation received from foreign correspondents of
the Bank all over the world.
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The members of the Board of Shahjalal Islami Bank Limited
take this opportunity to express gratitude and extend
sincere thanks to its valued shareholders, customers,
depositors, investment clients and well-wishers for their
valuable support and confidence reposed on the Bank.

Finally and more importantly, the Board would like to
express its great appreciation and thanks to all of the
officials of the Bank for rendering untiring efforts.

May Allah grant us courage, dedication, patience and
fortitude to run the bank to the best of our abilities.

Ameen.

On behalf of the Board of Directors

A.K. Azad
Chairman
Dated: 24 April 2016, Dhaka
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