é la%sYa%sYa¥sVa % Ya %! la%sYa%sYa¥sYa%sVa »!

S SAC OAELY; S SAC SRS Y J
la a¥a®%aVa % Ya % Ya®sVa% Ve Ya%sVa%sVasVa%sVa%s¥a »)
< SACLSOAC L OACSOAC S OACSOAC S PAC S OAC OAC DA DA, DA O
la a¥a%aVa®sYa % VYa®sVa% Va®sVasVa Ve sVa%sVas¥e »)
< PACSOACSOACSOAUSPAUSOAC S PAC S UAC S UAC DA DA, DA J
la a¥a%a¥a % Ya%Ya®sVa®%Va®sVa®sVa sVa s YaSsVaa¥a N
< PACSVACSOACSOACSPAS S OAC S PAC S OAC DA OAC DA OAE 9
la aVa%aVa%sYa%sVa®sVa®eVa®aVa®aVasVa%sVaaVaaVa »)
< DACSOAS S VAU OAC S RAC S OAC S PAC S DAC OAC DA DA A J
! ») a %! la%aYa%aVa®s) la®%sYa%aVa%a¥a »)
PP 639 A OAe, 8 PP RO O D




Report of the Board of Directors

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
for the year ended 31 December 2018. We have also provided a brief description of the performance and financial position o
for the same year as well as various aspects of the world economy and Bangladesh economy.

World Economy

After strong growth in 2017 and early 2018, global economic activity slowed notably in the second half of last year, refle
confluence of factors affecting major economies. Chinals growth declined following a combination of needed regulatory tighte!
in shadow banking and an increase in trade tensions with the United States. The euro area economy lost more momentum tha
as consumer and business confidence weakened and external demand, especially from emerging Asia, softened. Trade
increasingly took a toll on business confidence and, so, financial market sentiment worsened, with financial conditions tigh
vulnerable emerging markets in the spring of 2018 and then in advanced economies later in the year, weighing on global der

Economic activity at the global level is expected to expand at a solid pace of 3 per cent in 2019, but there are increasing <
growth may have peaked. The growth in global industrial production and merchandise trade volumes has been tapering

beginning of 2018, especially in trade-intensive capital and intermediate goods sectors. Leading indicators point to some s
economic momentum in many countries in 2019, amid escalating trade disputes, risks of financial stress and volatility,

undercurrent of geopolitical tensions. At the same time, several developed economies are facing capacity constraints, which
on growth in the short term.

GDP Growth in %
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Over the course of 2018, there was a significant rise in trade tensions among the world!s largest economies, with a steep r
number of disputes raised under the dispute settlement mechanism of the World Trade Organization. Moves by the Unitec
in-crease import tariffs have sparked retaliations and counter-retaliations. Global trade growth has lost momentum, althoug!
measures and direct subsidies have so far offset much of the direct negative impacts on China and in the United States. A
episode of heightened tensions and spiral of additional tariffs among the world!s largest economies poses considerable risk t
trade outlook. The impact on the world economy could be significant: a slowdown in investment, higher consumer prices and
in business confidence. This would create severe disruptions to global value chains, particularly for exporters in East Asian
that are deeply embedded into the supply chains of trade between China and the United States. Slower growth in China and/o
States could also reduce demand for commaodities, affecting commaodity-exporters from Africa and Latin America. There is a ri
trade disputes could aggravate financial fragilities, especially in some emerging economies. Rising import prices, coupled w
financial conditions and high debt-servicing costs, could squeeze prof-its and cause debt distress in certain industries.

100 » SHAHJALAL ISLAMI BANK LIMITED | ANNUAL REPORT | 2018



Rising policy uncertainties and deepening country-specific vulnerabilities generated bouts of heightened financial mark
2018. Investor sentiments were affected by escalating trade tensions, high levels of debt, elevated geopolitical risks
developments, and shifting expectations over the monetary policy path of the United States. Against this backdrop, gl
conditions experienced some tightening during the year. In the current uncertain environment, any unexpected developme
shift in sentiment could trigger sharp market corrections and a disorderly reallocation of capital. A rapid rise in interest
significant strengthening of the dollar could exacerbate domestic fragilities and financial difficulties in some countries, lea
risk of debt distress.

Global Trade

Citing widespread "tensions# and economic uncertainty, The WTO estimated Global trade growth to be lower in 2019 th
year. A year ago, the WTO projected that trade growth for 2018 would be 4.4 percent. The fact that the final number was
its main annual forecast, the 164 member WTO renewed its concerns about systemic threats that could continue to disru
economy, notably retaliatory tariffs between China and the United States.

Global Commodity Market

Commaodity prices in the third quarter of 2018 were buffeted by geopolitical and macroeconomic events. Energy price
percent in 2018 Q3 (g/q), partly in response to the impending re-imposition of sanctions on Iran by the United State
continuing declines in production in Venezuela. As a result, crude oil prices are expected to average $74 per barrel (b
Moreover, risks to the oil price forecast are to the upside in the short-term, given the recent decline in spare capacity. In c
and agricultural prices declined 10 and 7 percent, respectively, in the third quarter of 2018 amid robust supplies and tra
Metal prices are expected to stabilize in 2019 whereas agricultural prices are expected to gain almost 2 percent. It shov
has been the main driver of commodity demand growth, particularly for coal and metals, but that its demand is likely to slo
emerging market economies are unlikely to emulate China.

Commaodity prices have been driven by a ragtdrer thfisf year, including commoditggpelgifidisruptions, rising U.S.
interest rates, an appreciation of the U.S. dollar, growing trade tensions between major economies, and finar
pressures in some emerging market and developing economies (EMDES).

Commodity Price
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The global economy continues to expand, but third-quarter growth has disappointed in some economies. But these deve
occurred against a backdrop of weakening financial market sentiment, trade policy uncertainty, and concerns about China!
While the December 1 announcement that tariff hikes have been put on hold for 90 days in the US-China trade dispute is we
possibility of tensions resurfacing in the spring casts a shadow over global economic prospects.

High-frequency data signal subdued momentum in the fourth quarter. Outside the United States, industrial production has d¢
particularly of capital goods. Global trade growth has slowed to well below 2017 averages. The true underlying impetus coul
weaker than the data indicate, as the headline numbers may have been lifted by import front-loading ahead of tariff hikes, as
an uptick in tech exports with the launch of new products. Consistent with this interpretation, purchasing managers! indices,
the category of new orders, point to less buoyant expectations of future activity.

Global Liquidity Tightening

The US continued their rate hike in 2018. Moreover, the US Federal Reserve is expected to hike rates in 2019, as well as of
balance sheet by selling bonds and pulling off money from the market. This will cause liquidity tightening and transfer from
markets. The below chart shows how LIBOR rates over 3 and 6 months have sharply moved up from 2004 to 2018.

Global Benchmark Interest (LIBOR) Rate Movement in %
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Bangladesh Economy

Bangladesh's economy continues to grow at an impressive rate. Bangladesh!s economy expanded by a remarkable 7.86
275.8 billion in 2018 , recording the highest growth rate in the country!s history. 2018 marked a 5-year run of continuous inc
the country!s GDP growth rate. Resilient domestic demand has led to growth in manufacturing and construction industries on
side. On the demand side, growth is led by private consumption and exports. . Bangladesh has averaged more than 6% ov¢
decade, significantly lifting per capita income. Throughout this process, the country has diversified away from an agrarian
manufacturing-based economy with rapid growth in the ready-made garment industry. Economic activities remained b
H1FY19, aided by strong domestic demand, growth in remittance inflows at over 8.0 percent in December 2018 and a pi
exports (14.4 percent in December 2018). Government expenditure also supported domestic consumption and investmen
confidence in the RMG industry underpinned by improving workplace safety conditions, and external demand, including from
US growth momentum and the diversification of RMG orders away from China aided exports. Improved energy supply ar
calmness also supported economic activities.

According to the final estimates of Bangladesh Bureau of Statistics, GPD grew by 7.86 percent in FY18, up from 7.28 percen
driven by strong domestic demand with support from robust credit growth, exports, and remittance inflows Growth in Tax re
Bangladesh are currently low at 9.00% of GDP, and the country needs more revenues to finance infrastructure inves
social spending. The average tax revenue to GDP ratio for non-resource rich, low-income countries is around 15.00%.

In order to become an upper middle-income country by 2031 and achieve high income country status by 2041, Bangladesh w
huge investments in physical capital, human capital, and innovation enabled by reforms in areas such as financial sector,
regulation, and addressing the infrastructure gap.

Agricultural sector
Though the contribution of agriculture to GDP has shrunk over the decade sharply, still the agriculture sector continues
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important sector in the Bangladesh economy. Ensuring food security for the vast population of Bangladesh is directly asso
agricultural development in the country. The governments of Bangladesh have therefore been giving priorities to
development with a view to ensuring food and nutritional security, poverty alleviation, and increased generation of €
However, there is enough evidence & both direct and indirect & to show that, employing about 40.6 per cent of the coun
labor force and accounting for about 14.23 per cent of GDP in the immediate past fiscal come from Agriculture. Due to fave
factors and strong government support in terms of timely availability of inputs, the sector achieved a considerably high g
per cent in FY18 compared to a modest 2.97 per cent growth in FY17. Rice import data corroborate bumper harvests. In
and wheat were 24.87 lakh metric tons duonwgdlig2018, a reduction of 42 percent frompkecd of the previous year.

Sector-wise GDP Contribution in % Composition of GDP Growth
m Agriculture m Industrym  Service

54 53.6 53.F 52,9 52.1

16.5 16 15.4 14.7 142
FY-14 FY-15 FY-16 FY-17 FY{18
- —Agriculture —Industry— — Service FY-13 FY-14 FY-15 FY-16 FY-17 FY}18
Source:Bip Source:BB

Industrial sector

Industrial growth has been driven mainly by the manufacturing sector, which increased its share of GDP from 16.89%
between FY10 and FY18, and grew by 18.23% in FY18. This underlines the steady process of industrialization of the
economy. As public sector projects in paaespod infrastructure start to come ontpegiviieeen to facilitate increased

private sector investments in the manufacturing sector, leading to continued growth in the future. Consequently, manufz
to continue to drive GDP growth going forward. Construction has also seen stellar growth, taking its share of GDP from 6
to 7.98% in FY18. The construction sector grew by 16.25% in FY18 and is similarly expected to show robus
coming years driven by increasing private sector investments, remittance and per-capita incomes.

Service sector

The service sector has grown at the same rate of the overall economy. Its share of GDP has changed slightly from 56.0«
56.00% in FY18. Public Administration increased its share of GDP from 3.34% to 4.24%between FY10 and FY18, and |
in FY18. Due to the stable political environment, public administration is set to continue growing at high rates fol
Likewise, Education has increased its BRarfeonh @.4% to 3.03% in the FY10-FY1&gecattbn grew at 13.41%

in FY18 and is set to continue to grow at high rates due to demographic factors and higher per-capita incomes.
and Financial Intermediation are also expected to grow at high rates due to urbanization and rising per-capita ir

Inflation

Aided by moderating food inflation from lower rice prices, headline CPI inflation (point-to-point) continued its declining tre
non-food inflation, rising since early 2018, reached 5.45 percent in December 2018. Headline CPI inflation declined grad
percent in December 2018 from 5.54 percent in June 2018. Consequently, 12-month average inflation edged down to 5.5
December from 5.78 percent in June 2018.

There are mixed forces on the inflation dynamics. Global food and energy prices and favorable domestic production reduc
over the short to medium term. But core inflation, a traditional measure of gauging inflation pressure, steadily increased sit
2017 and reached 4.5 percent in December 2018, partly reflecting the base effects.

SHAHJALAL ISLAMI BANK LIMITED | ANNUAL REPGERT | 2(



12 Month Average Inflation Trend
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Money Supply and Credit Growth

In December 2018, broad money (M2), domestic credit (DC), and reserve money, the key aggregates of monetary policy fr
grew by 9.4, 13.3, and 8.2 percent, respectively, remaining below or close to the program targets (10.2, 15.9, and 8.0 pe
respectively). M3, a broader measure of monetary aggregate that includes resources procured through NSCs, ranges arc
percent, suggesting continued financial deepening. Put together, these outcomes of the aggregate anchors of the monet:
helped moderate inflationary pressures, while supporting growth. The moderating but still sizeable current account deficit alsc
to exert a contractionary impact on the growth of monetary variables through net foreign assets, which shrank by 0.2 percent
the H1FY19 programmed target. Although private sector credit growth moderated to 13.3 percent in December 2018, dow
five-year high of over 18 percent in addition to the base effects, the moderation likely reflected some impact of the interest ra
and the phased investment demand and expectation of higher uncertainties in the run-up to the national election.

Public Sector Credit Growth

During H1FY19, as in the recent years, domestic financing of fiscal deficit has been met primarily through NSCs available c
public sector credit growth picked up in HIFY19 and exceeded 13 percent in December, 2018 as the Government increasec
of expenditure, with the emphasis on improving project implementation. Heavy reliance on the non-market instruments |i
significantly reduces the two-way flexibility of interest rates and complicates the monetary policy transmission channels. M
linked rationalization of NSCs pricing accompanied by enhanced monitoring to ensure that NSCs reach the target groups an
approved limits remains a high priority for market development and fiscal discipline.

Foreign Direct Investment

Foreign Direct Investment (FDI) remains low at less than 1 percent of GDP. Net FDI inflow amounted to $910 million in the
FY19, compared with $823 million in theofiilSYt8lf The rise in production costs ian€Clother emerging economies

could induce some industrial relocation if the domestic investment environment is hospitable enough For Banglade
an attractive destination for these industries, it is imperative that land, electricity and gas and skilled human resource be
Foreign firms also consider changes in energy prices, limitations in the governance framework, risks of cyber-attacks, skills
as the key impediments to investment in Bangladesh

Import

Imports registered 31.75% growth in FY18, driven by increased public investment in megaprojects and massive foot
to make up for a shortfall in rice production. That has caused the current account deficit to balloon to a record USD 9.78 b
We forecast the government to scale back on its investments in new megaprojects and focus on finishing the one
construction. We also forecast that rice imports will be greatly diminished in FY19 due to adequate stocks of food grait
country. LNG imports have started from 2018 and will add to the fuel import bill.

The price of oil in international markets has seen asudden fall from USD 86/bbl at the start of October to the USD 5C
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by December 20. The sudden moderation of oil prices will be countered by an expected depreciation of the BDT
of these factors, we forecast import growth to be 15% in FY19.

Export

Export growth has picked up. After a modest 5.3 percent expansion in FY18, cumulative export earnings in the first sev
FY19 surged to $24.2 billion, an impressive 13.4 percent increase from the same period of the previous year. This re
percent growth in ready-made garments (RMG) and 8 percent growth in non-RMG exports, rebounding from a 9.5 perce
FY18. Strong US economic growth and the US-China trade dispute have played a role in this growth. Export to US marke
percent, compared with only 1.4 percent growth during the same period last fiscal year. Exports to China grew by 3l
compared 27.2 percent decline during the same period last year. Growth was led by exports of agricultural
pharmaceuticals, plastic products and home textile. However, leather and leather goods, the second largest soul
earnings, declined 5.4 percent.

The RMG sector currently accounts forc&3 Sofpéotal exports. Exports of leatahandodods have been above the

$1 billion mark for the past five years but stagnated. The shifting of tanneries from Hazaribagh in Dhaka to Savar on
the delay in the construction of the Central Effluent Treatment Plant (CETP) and other administrative complications h
competitiveness of the sector. Given the availability of raw leather in Bangladesh, however, the potential in this se
substantial. Raw jute and jute goods, another major contributor to non-RMG export earnings, also failed to perform v
declining by double digits in the first fvefkofith. Decline in demand for jute aodisjfiterg Turkey, USA, China, India

and some African countries due to increased tariffs and the real appreciation of the taka contributed to decline in jut

Remittance

Remittances are expected to rise around 15% ireE0fH9 number of workers left alif¥dd iand FY18 (905.32 and

880.38 thousand respectively) and this is expected to cause a lagged effect as they start sending remittance back to
Depreciation of the BDT will also encourage the use of official channels to send back remittances which were pr
through informal channels (hundi). However, long-term risks are evident which will limit the growth of remittances in th
long term. The Gulf countries, especially Saudi Arabia, the single largest source of remittances to Bangladesh, are increa:
down on foreign workers to curb unemployment among their citizens.

Export, Import & Remittance Trend
60000
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Source:BB
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Balance of Payments

Current Account deficit was driven mainly by the trade deficit of 18.25 bn. Imports grew by 25.23% in FY18, while ex
lagged behind, registering a meagre 5.81% growth. Bangladesh has experienced healthy balance of payments surplu
years, as exports and remittance have confiperisatdéthde deficit to keep the accmanit in surplus. The financial

account also recorded surpluses owing to foreign direct and portfolio investments and loans. The result has been pc
balance surpluses leading to a steady build-up of foreign exchange reserves, which hit a record high of USD 33.5 billion i
The government subsequently undertook a number of massive infrastructure projects to build up desperately needed
transport infrastructure around the doeseryprdjects were financed in partnipeftneis like China and Japan. This

has resulted in the current account balance steadily deteriorating due to imports of capital machinery and constructi
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sending the current account balance into deficit. In addition, widespread floods at the start of 2017 forced the government
huge quantities of rice from the international market which further deteriorated the current account balance, which hit a recort
USD 9.78 billion in FY18. Unlike previous years, the financial account surplus of USD 9.08 billion was not enough to overt

deficit, and overall balance recorded a deficit of USD 885 million. Medium and Long Term (MLT) loans recorded a large rise
the financing of investments with foreign funds.

Import agt Export & Remittance Gap

FY 13-14 FY 14-15 FY 15-16 FY 16-17 -

Looking forward, we expect robust growth in remittance and exports, while food grain imports are expected to remain muted d
harvests. As a result, we expect that the current account deficit shall moderate in FY19. The extent to which financial accou

are able to make up for the current accoshatiefgpend on the ability to attractfdockifows. Consequently there is
a risk that the overall balance of payments may record a deficit in FY19.

Source : BB

Foreign Exchange Reserve

Foreign exchange reserves have stayed largely stable in FY18 at the USD 32 bn level, equivalent to 5.9 months of import
However, the growth of foreign exchange reserves experienced in FY15 to FY17 has largely come to a standstill due to tt
of payments. Although we may witness large outflows of foreign exchange due to the large number of infrastructure

being implemented by the government, reserves are expected to stay at a comfortable level in 2019 adequate for 4.5-
of import payments.
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Banking Sector

Though the banking sector of Bangladesh has been facing a number of serious challenge, the industry has achievec
momentum over the years. It has brought several positive changes in terms of expansion, modernization, application o

standards, technology adaptation, capacity development efforts etc. This industry has evolved by leaps and bounds ¢
decade, when it comes to operations and service delivery.

However, the sector has been facing a number of serious challenges due to malpractices, scams and heists. These hav
overall performance of the sector which is reflected through various efficiency and soundness indicators. Repeated conce
expressed by relevant stakeholders regarding the constant deterioration of banking performances and its potential implic
sustainability of the sector. Given that the financial sector of the country is mainly bank based, poor health of the banking s
impact on economic growth. Therefore, rectifying the problems is critically important.

Rise of non-performing loans (NPLSs)

The gross NPLs accounted for 10.3 percent of the outstanding loans from the banking sector at the end of 2018 whi
percent in December 2017. NPL!s are not evenly distributed among banks. Five banks are responsible for almost half of t
NPLs of State-owned Commercial Banks (SCBs) is 31 percent and State-owned Development Banks (SDBs) 22 percer
of loan rescheduling and write-offs also increased, creating further stress on banks. BB approved loan rescheduling of Bl
in 2017 and BDT 200 billion in 2018. Notably, the NPLs are increasing despite these wholesale approvals of loan reschedu
lending, poor risk management, and weak corporate governance lead to the rise in NPL.

NPL as percent of Outstanding Loan
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Interest (Profit) Rate Outlook

Interest(Profit) rates are likely to increase in 2019 on back of increased public and private sector credit from bar
Bank interest rates has been on a declining trend for the past 6 years, with lending rates coming down from13.75% in .
9.49% in December 2018. The decline can be attributed to two main factors. Inflation rates have been tamed over tf
years due to tighter monetary targets adopted by the central bank, resulting in lower nominal interest rates. A
investment environment due to lack of infrastructure also caused a huge amount of excess liquidity to build up ir

sector. Competition between banks forced the interest rates to come down as a result and the spread has also
down, reaching 4.15% in January 2019.
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Deposit growth has been on a downtrend from the start of 2017, reaching a low of 5.40% in March 2018 before starting to ri
due to increased interest rates on deposits.

Deposit, Loan & Advance and NSC Outstanding
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Improvement in infrastructure and low interest rates caused the investment situation to improve, and private sector cre
started to spike up, reaching 19.06% in November 2017, which exceeded the monetary policy target of 16.3%. This spurr
central bank to reduce the advance to deposit ratio of banks from 85.0% to 83.50% for conventional banks and 90% to ¢
Islamic banks . Along with diminished excess liquidity and reduced NFA growth due to the current account deficit, this caus
tightening in the domestic liquidity condition, leading the central bank to cut the cash reserve ratio (CRR) from 6.50% to 5.50
the repo rate from 6.75% to 6.00% and increase the limit of government deposits in private banks from 25% to 50%.
moves addressed the liquidity shortage with the call money rate came down from 4.0% in March 2018 to 2.96% in May 201
private sector credit growth was brought down to 13.74% in December 2018, far below the central bank target of 16.80%.

Deposit, Loans & Advance and NSC Growth
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During H1FY19, as in the recent years, domestic financing of fiscal deficit has been met primarily through NSCs availabl
public sector credit growth picked up in H1IFY19 and exceeded 13 percent in December, 2018 as the Government increas
of expenditure, with the emphasis on improving project implementation. Heavy reliance on the non-market instrument:
significantly reduces the two-way flexibility of interest rates and complicates the monetary policy transmission channels.
linked rationalization of NSCs pricing accompanied by enhanced monitoring to ensure that NSCs reach the target groups «
approved limits remains a high priority for market development and fiscal discipline.

All of the factors point towards a greater likelihood of demand for investable funds outpacing supply, leading to our f
100-300 bps rise in interest (Profit) rates in 2019.

BD Economic outlook 2019

Bangladesh is among the five fastest-growing economies of the world, despite insufficient private sector investment. B
growth outlook remains strong and stable due to sound macroeconomic fundamentals and resilient domestic demands in t
The Asian Development Bank (ADB) has dubbed Bangladesh the fastest-growing economy in the Asia-Pacific region, whi
8% gross domestic product (GDP) growth for the current fiscal year based on the continuing positive trend in exports
investments.

Profile of Shahjalal Islami Bank Limited

Shahjalal Islami Bank Limited, a Shariah Based Commercial Bank in Bangladesh, was incorporated as a public limited col
April, 2001 under Companies Act 1994. The Bank commenced commercial operation on 10th May 2001 by opening its 1st
Dhaka Main Branch at 58, Dilkusha, Dhaka obtaining the license from Bangladesh Bank, the Central Bank of Bangladesh. T
for public issue of its shares in 2007 and its shares are listed with Dhaka Stock Exchange Limited and Chittagong Stoc
Limited. Now its Head Office is situated at Shahjalal Islami Bank Tower, Plot + 4, Block-CWN(C), Gulshan Avenu
Dhaka-1212. The bank has 123 branches across the country with diversified deposits and investment products.

During the course of its successful journey, the bank has rooted out in all areas of Bangladeshi people!s/enterprise!s econ
by means of introducing Shariah compliant contemporary and diversified product and service range through it!s strong bre
in country!s commercially crucial locations hiring people of all economic classes have the flavor of personalized banking ¢

Off-shore Banking Unit

Off-shore Banking Unit (OBU) is a separate business unit of Shahjalal Islami Bank Limited, governed under the Rules anc
Bangladesh Bank. The Bank obtained the Off-shore Banking Unit permission vide letter no. BRPD (P-3)744(99)/2008-28(
July 2008. The Bank opened its Off-shore Banking Unit on 21 December 2008. The unit is located at Shahjalal Islami B
Plot+4, Block-CWN(C), Gulshan Avenue, Gulshan, Dhaka-1212.

Subsidiary

Shahjalal Islami Bank Securities Limited is a subsidiary company of Shahjalal Islami Bank Limited incorporated as a p
company under the Companies Act 1994 and commenced its operation on the 25th day of May 2011. The main objec
company is to carry on business of stock broker/dealers in relation to shares and securities dealings and other services as
the Memorandum and Articles of Association of the Company. It has corporate membership of Dhaka Stock Exchange
Chittagong Stock Exchange Limited. Shahjalal Islami Bank Limited holds 91.79% shares of Shahjalal Islami Bank Securiti

Principal Activities of the bank

The principal activities of the Bank is to provide all kinds of commercial banking products and services to the custome
mobilization of deposit, cash withdrawal, extending investments to corporate, retail and small * medium enterprises, trad
project finance, working capital finance, lease and hire purchase financing, issuance of Debit Card. Its vision is to be the
commercial bank in Bangladesh in terms of efficiency, capital adequacy, asset quality, sound management and profitabilit

Branch Network

The Bank has been operating with a network of 123 branches around the country. In the year 2018 the Bank has ope
branches. The bank is planing to expand its business by opening 10 more branches in Dhaka and some other importa
location of the country in the year 2019 upon approval of Bangladesh Bank. The growth of branch network of last five yeal
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Growth of Branch Network for last five years is given below:

No. of Branch

140 123
120 103 113
100 93 93
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60
40
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0 T T T T 1

2014 2015 2016 2017 2018

Correspondent Relationship

Shahjalal Islami Bank has established correspondent relationship across the world with major foreign banks. The nur
correspondent banks stood at 428 as on 31December 2018 across 57 countries. The Bank is successfully maintaining
relationships around the world to facilitate international trade transactions. The bank maintains 27 Nostro accounts in 7 major c
with reputed international banks around the world in all of the important global financial centers. The Bank is also enjoying
credit lines from correspondent banks for add confirmation to Letter of Credits to facilitate international trade.

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);

c) Bangladesh Foreign Exchange Dealers! Association (BAFEDA);
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);

h) Bangladesh Chamber of Industries (BCI); and

i) Association of Bankers, Bangladesh (ABB).

Priorities in 2019

Deposit Mobilization

With a view of acute competition in deposit hunting due to entrance of new players in the market, deposit mobilization will co
be our top priority. In order to reduce cost of deposit through optimum deposit mix, our priority will be on hunting of low cost
deposits through various deposit campaign throughout the year 2019.

Maintainance of Net Investment Income

Considering possibility of continuous pressure on Net Investment Income due to bring down the profit rate on investmentinas
our priority will continue to be on maintaining spread by efficient management of cost of deposit as well as maintain profite
increase fee base income through further enhancement of trade business (import and export).
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Management and Recovery of Non Performing Investment (NPI)

Management and Recovery of Non Performing Investment (NPI) will continue to be a critical success factor given recent
the overall banking sector. Allocation of resources as well as best practices for management of vulnerable investments \
priority to build a stronger balance sheet and healthy Profit * Loss Account.

Asset Liability Management

Considering possible Profit rate risk, Foreign Exchange rate risk, Liquidity risk and other market risks, our priority will be o
- Liability management i.e. Balance Sheet management in the coming year.

Product Diversification

We shall continue our priority on growing investment in SME and retail business sectors to create a balanced portfolio of C
and Retail investment. As part of diversification of our investment portfolio and boost our retail business we have alrea
Shariah based Credit Card. Exploration of retail business through Islamic Credit Card will be our major focus in the comir

Capital Management
The bank will give priority on retention of profit and investing in rated customers to further strengthen its capital adequacy

Information Technology

Introduction of up to date Information Technology will be the key success factor in the days ahead so the bank will also ¢
introduce latest technology in SJIBL.

Shariah Compliance

As a full-fledged Shariah based Islami bank our priority will continued to be on compliance of the rules and regulations of
in all the operations of our bank.

Research and Development

Considering innovation as one of our proior area we have already established a Research and Development Unit for i
development of diversified products and services for continuous growth and sustainability. Introduction of new innovative
products will be our focus in 2019.

Financial Inclusion

Financial Inclusion will be our top priority in the years ahead. As part of inclusive banking, social integration, rural uplift a
un-banked people in the banking system SJIBL will introduce Agent Banking in 2019.

Future Risk and Action Plan

Risk means future uncertainty of deviation from expected result. Risk is inherent in all our business activities. Risk mana
deliberate acceptance of risk for maximizing the value of an organization. If risk is not managed well it can result in fi
regulatory penalties and loss of reputation. In our bank we identify the future risks and formulate action plan to mitigate s
future risks and action plan for mitigating such risks are:
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Future Risk Action Plan

Asset QualityQuality of assets may| HReduce concentratiove are reducing concentration of investment |n a single
deteriorated due to nature of bugingssyp, industry or a geographic location to reduce concentration risk.

political uncertainty or other external i ) . .
reasons. Diversify productWe are continuously diversifying our products ahd making

investment in SME and retail products.

MonitoringWe are monitoring our investments regorusly to maintain quality of
our assets.

High competition in the market: Improved customer servid@ur improved and value added customer service
Entrance of new players in the marketwitldyelp us to attract new customes and retain existing customers

increase competition and reduce our|market ) ) -
share and growth. Brand imageOur brand image will help us to boost our asset and liapility growth.

New Technologyintroduction of new technology will help us atfract new
customers.

Reduction of profit incomédue to| Alternative income sourc&Ve are emphasising on increasing fee and
pressure from government, Bangjadesimission base income to reduce dependency on profit income |on investment,
Bank and investment clients to reduge mafover we are increasing our efeciency to control administrative cost.

rate on investment, profit income| from
investment may reduce significantly.

Higher capital adequacy underRetention of profitn order to strengthen core capital a certain part ¢f business
Basel-1ll: Under Basel & 1l capitpiofit will be retained.
requirement will increase till 2019

and
higher proportion of equity capital. Credit rating of investment clienis reduce risk weighted assets and capital

requirements investment clients will be brought under credit rating

Issueing Mudaraba Subordinated Bovel will strengthen our Tire &Il Capital
by issuing Mudaraba Subordinated Bond if required.

Maintaining Investment Deposit (IDEmphasis to collect depogitiportenc will be given to collect deposit

Ratio: Bangladesh Bank redyced ) » . .
Investment Deposit Ratio so it will be diiefif; rate on deposi€Competitive profit rate will be offered to collpct more

to maintain D ratio. deposit.

Liquidity RiskVolatile money market m&yudent Asset Liability Manageméfie will manage our asset liabjlity in
increase liquidity risk. such a way that we can manage our liquidity effenciently.

Keep Surplus Liquidityve will keep surplus liquidity by maintaining ID ratio
within limit and collecting stable deposit.

Cyber securityCyber hacking may disruptaintaining adequate Cyber seculNtje are upgrading our online sgcurity
our online business. system continuously to ensure cyber security.

SJIBL automation

With advancement of technology along with the rapid growth of business, need for capturing value from customer gives birth to
requirement of handling bulk data volume and created scopes to offer a wide variety of services accurately and rapidly by «
secured technology. This is why our motto is automation through state of the art technology.

The bank built an International Standard EPI certified Data Center in its own building for securing the infrastructure from all
structural level failure as per the latest recommendation. To extend its capability of recovering from a known and predicted disa:
never stays on back foot to invest. It always pays utmost concentration on upgradation of Core Banking Software (CBS) by
customizing the modules for better customer service. In this consequence procurement of new Data Storage or extension of ex
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is done in every periodical term as anticipated to enhance capacity for accommodation of large extended busines:
arrangement of dual connectivity through ensuring economies of scale assures business continuity by adjusting and subst
connectivity among the service providers. This requires extreme level of monitoring which we do by a group of very active
responsible officials through their dedicated support round the clock.

The bank pays top most priority to establish and maintain automation in transaction through Bangladesh Automated Cheq
System (BACPS), Bangladesh Electronic Fund Transfer Network (BEFTN), Real Time Gross Settlement (RTGS) and Se
Software as per Bangladesh Bank Guideline.

The bank had been collecting bills of WASA, DPDC, DESCO, BTCL and Titas through our CBS since long which we g
within our customer services. We will be able to add more modules for bill collection such as BRTA, PDB, BTCL and Titas |
CBS. This is a visual reflection of automation to our valued clients.

As we know all the banks are now very much concern in ensuring the SWIFT security, SJIBL remains continuously activi
of enhancement of SWIFT security as guided by Bangladesh Bank and SWIFT authority.

User of internet banking service is growing faster, considering the growing demand of internet banking we have already
service in our bank. Cyber security is crutial for banking sector, considering the importance of online security the bank
introduced Layer-7 security features as per compliance requirement of regulatory body.

Development in customer service through ATM, POS, Mobile and other delivery channels are consistently acquired. Chi
have been distributed among the clients. Upgradations of machines are also in our priority list.

Brand Positioning

Shahjalal Islami Bank Limited was established on 01 April 2001 under Companies Act 1994 as Islamic Shariah based comr
SJIBL has established itself as a different shahiah based islami bank from all others banks by providing unique custol
introducing innovative products and services, creating shareholders! value, extending help to the under previllaged peop
Zakath. From the very beginning of its operation the bank differentiated itself as one of the best bank among the third gen
banks for its asset quality, shariah compliance, social welfare, CSR activities and technology based automated banking ¢
its 18 years of going forward the bank has established 123 branches, 87 ATMs, introduced a number of unique and innove
and services, thus, the bank created itself a unique brand in the banking industry.

Customer Right

Shahjalal Islami Bank Limited considers its customers! right with high priority. The bank does not judge its performance
profit figures; rather, the bank considers that it is the right of customers to get high quality modern services. The bank
customers! perception * satisfaction ultimately determines the success or failure of an organization. Such the bank is alwe
its customers! right in all of its business activities.

Corporate Governance

The Bangladesh Securities and Exchange Commission (BSEC) and Bangladesh Bank have issued notifications /circulal
governance for listed companies/banks from time to time. Shahjalal Islami Bank Limited has established a set of goc
governance practices in line with industry best practices and regulatory requirements of The Bangladesh Securities a
Commission (BSEC) and Bangladesh Bank. The bank is ensuring transparency, accountability and good governance at ¢
business operations.

Health and safety of employees

A healthy, talented, committed, skilled and fully motivated team of human resources is the main driving force for providing
and coordinated services to the clients and for contributing at the highest level to the organization. Considering the the
giving high priority to the health and safety of its employees. Accordingly, the bank extended high priority to mainten hea
of its employees both at office and at home. The bank is paying medical allowance to its employees at a certain percent
salary. In addition to this bank will bear medical expenses of its employees as per bank!s rule in case of hospitalizal
employees will get six months maternity leave with medical allowance for first two issues.

Staff welfare

The Bank!s strategy is to attract, retain and motivate the most talented people and providing them with healthy, safe ant
working environment and competitive compensation package. The Bank!s policy is to look after people who want to make
career with the Bank because trust and relationship are built over time; as such the bank offers its employees the follow
benefits:
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i)  Provident Fund (Defined Contribution Plan)
A "Defined Contribution Plan# is a post employment benefit plan under which an entity pays fixed contribution into a separate
will have no legal or constructive obligation to pay further amounts. Provident fund benefit is given to the eligible staffs of th
accordance with the rules of the provident fund duly recognized by the National Board of Revenue of Bangladesh. The
administered by the Board of Trustees and is funded by fixed contributions equally from the employees and the bank. Th
managed separately from the bank!s assets, as per rules of the fund * section 399 of the Companies Act 1994.

i)  Gratuity Fund (Defined Benefit Plan)
Gratuity benefits are given to the staff of the Bank in accordance with the bank!s approved Gratuity Fund Rules. Nationa
Revenue has approved the gratuity fund as a recognized gratuity fund and the fund is operated by a separate Board of
Employees are entitled to get the benefit after completion of minimum 05 (five) years of service in the Bank. The gratuity is |
on the basis of last basic pay of every employee in service as per IAS-19 "Employee Benefits#. Gratuity fund is a "Defined Be
and payable as per the modalities of the rules. Gratuity is calculated and transferred to the fund and charged to expenses of

iii) Superannuation Fund
"Shahjalal Islami Bank Limited Employees! Social Security- Superannuation Fund# commenced with effect from 1 January .
purpose of the fund is to provide medical and death cum survival benefit in lieu of group insurance (death cum endowment).
shall be subscribed by the employees on monthly basis and with the contribution of the Bank.

iv) Benevolent Fund
The Benevolent Fund for the regular and confirmed employee!s of Shahjalal Islami Bank Limited was established in the year
fund is mainly used for payment of scholarship to the meritorious students of the children of SJIBL!s officers and sub-staffs
short-term quard/grant for the unexpected and certain needs of the staff of SJIBL and their family like accident, death benef
cost, clinical treatment, marriage ceremony, etc.

v) Incentive Bonus
A high quality and competent human resource is crucial to continued growth and success of any business entity which can b
by improving skill, knowledge and productivity of employees. In order to increase productivity of employees the Bank ust
incentive bonus to its employees every year. The payment of incentive Bonus does not exceed 10% of disclosed net profit o
as per section 30(j) of Income tax Ordinance 1984. This bonus amount is distributed among the employees as per banks rule

Career prospect and training program

A resourceful training program can develop the efeciency and productivity of employees. The bank arranges various tra
development program in its own training center alover the year. Furthermore, the bank arranges training for its employees i
training institutions at home and abroad.

Corporate Social Responsibility (CSR)

Shahjalal Islami Bank Limited has been expensing a substantial amount from its annual profit each year to conduct its CSR
different areas such as education, health care, disaster management, environment, empowerment, human resources develo
with a view to develop the backward sectors of Bangladesh and ensuring its sustainable development. The bank has been pay
to social and public welfare, rather to profit maximization strategy. During the year 2018 the CSR expenses was BDT151.2
which was BDT191.18 million in 2017.

Zakat

Shahjalal Islami Bank Limited as a shariah based islami Bank is paying zakat from its inception as per rules of Islami Sharia
one of the five pillars of Islam and it purifies our wealth from the evil. Zakat is not a charity but a compulsory payment by the rit
The main purpose of zakat is to discourage accumulation of wealth by a group of people in the socity and impair the tendency
distribution of wealth in socity. Islam has made a system for helping poor people and an effective method to maintain balanc
luxury and poverty. Zakat is paid by the bank at a rate of 2.58% of the closing balance of Statutory Reserve, General Re!
Retained earnings of previous year. Zakat is charged in the Profit * Loss Account of the Bank as per "Guidelines for Islamic
issued by Bangladesh Bank through BRPD Circular No. 15 dated 09 November 2009. Zakat is paid to underprevillaged peo
shariah principle. During the year 2018 the bank paid BDT124.67 million as Zakat which was BDT113.72 million in 2017.

Green Banking

Shahjalal Islami Bank Limited has set examples by pioneering green banking initiatives while the Bank has been proactively t
for diverse sustainable banking initiatives. In such aspect, green banking initiatives of the bank broadly categorised into forr
policy, Green Finance, Environmental Risk Management (ERM), Online Banking and Energy Efficiency, monitoring the gre
activities of the bank.
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i) Formulation of Policy
Shahjalal Islami Bank Limited has formulated a policy of Green Banking in light with the policy guideline of Bangladesh B:
is following its green banking policy throughout the year.

ii) Green Finance
A total amount of BDT 349.00 million was disbursed during the year 2018 by the bank in green finance. The total maount o
green finance as on 31 December 2018 was BDT787.64 million. The Bank has been gradually increasing its green finar
year.

iii)  Online Banking and Energy Efficiency
As on 31 December 2018 the bank had 122 branches across the country with diversified deposits and some green investm
The bank is operating under full online banking. The bank constructed a very modern head office using latest technolo
efficiency. The latest technology enables the bank to use maximum daylight and save electricity. Moreover, the bank is usi
in its new branches to save certain level of electricity.

Financial Inclusion

Financial inclusion emerges as one of the most effective tools among policy makers around the globe to ensure inclusive a
economic development. Realizing the importance of financial inclusion, Shahjalal Islami Bank Limited has been exploring .
innovative and successful initiatives to bring the financially excluded people under the umbrella of financial inclusion. It has
rigorously to ensure formal banking services to the poor and the under-privileged portion of the society through low cost di
services.

i) No Frill Accounts (NFAs) for Farmers and Under-privileged Group of the Society
To ensure banking services for the poor marginal farmers, Shahjalal Islami Bank Limited started to open No-Frill Accout
farmers. Bangladesh Bank has gradually issued instructions for opening different categories of NFAs other than farmers.
started to open NFAs for readymade garment workers, workers of small footwear * leather product industries and physical
persons. Due to continuous initiatives from the bank, the number of farmer!s accounts increased significantly at the end
2018. As on 31 December 2018 total number of all categories of NFAs reached at 1,348 and the balance there of reached
million.

i)  School Banking
As a part of financial inclusion drive, Shahjalal Islami Bank Limited introduced school banking facilities. According to the
any student up to 18 years of age can open school banking account through parents or legal guardian by depositing minim
The bank has taken a number of initiatives and awareness programs to create awareness among the students of school &
openining bank account. As on 31 December 2018, number of school banking accounts reached at 12,365 with a balal
77.48 million.

iii) Banking for Working/Street Children
Shahjalal Islami Bank Limited has started to open BDT 10 special accounts for the street and working children to make th
independent, safeguard their hard earned money, and secure their future. Branches are instructed to open BDT 10 speci:
working/street children.

iv) Agent Banking
Shahjalal Islami Bank Limited is planning to start Agent banking Operations within Q2 2019 targeting the vision to sen
community. Agent banking, among various initiatives of Shahjalal Islami Bank Limited will be an emerging financial inclu
will provide unhindered access to the tailor-made financial products to the underprivileged, underserved and poor seg
population especially from geographically remote locations which will facilitate meeting their financial needs at affordabl
their vicinity. Agents will offer a number of banking services, including cash deposit and withdrawal, fund transfer, utility
and disbursement of salaries. To deepen inclusive growth the bank will open rural and urban outlets as per Bangladesh E

Review of the Performance

The year 2018 was a year of achievement and growth. During the year the bank maintained the progress of business thr
branches and achieved significant growth in almost all the indicators. The operating profit stood at Tk.4,576.33 millior
attributable to shareholders reached to Tk. 1,471.18 million, return on average equity was 10.47 percent, Earnings per !
stood at Tk.1.73. Non- performing investments (NPI) ratio was 6.84 percent. Capital to Risk Weighted Assets Ratio of tl
14.50 percent comprising maximum under Common Equity Tier-1 Capital which was much higher than the required ratc
percent (including conservation buffer). The total deposit was Tk. 176,861.51 million and the bank could deploy Tk. 186,09
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in investment as on 31 December 2018. Export increased to Tk.125,400.00 milion and import increased to Tk.140,380.00 n
the year 2018.

Regulatory Capital

The bank maintained sound regulatory capital throughout the year 2018. The regulatory capital maintained was 14.50%, mt
than the required capital of 11.875% (including conservation buffer). The regulatory capital requirement will continue to incre
the Basel Il regime till 2019. As a result, the bank will also keep focusing on retention of profit by issuing bonus share and rais
Tier-1l capital by issuing Mudaraba Subordinated Bond to further strengthen its capital adequacy position. The Authorized C.
Bank is Tk. 10,000 million and paid-up capital of the Bank is Tk. 8,485.65 million as on 31 December 2018. Total Regulator
was Tk 25,105.87 million as on 31 December 2018. Comparative position of Capital for the year 2018 * 2017 is given below.

Tier-1 Capital (Going-Concern Capital): (Amount in million Taka)
SL. No Particulars 2018 2017
a) Paid-up capital 8,485.65 7,714.22
b) Statutory Reserve 5,452.36 4,819.26
C) Retained Earnings 850.96 784.29
Total 14,788.97 13,317.78
Less: Provision Shortfall 1,895.60 -
Sub total 12,893.37 13,317.78
Tier-1l Capital (Gone-Concern Capital): (Amount in million Taka)
SL. No Particulars 2018 2017
a) Eligible General Provision 2,212.50 2,058.20
b) Mudaraba Subordinated Bond 10,000.00 4,000.00
Sub total 12,212.50 6,058.20

Composition of Regulatory Capital as on 31 December 2018 is given below:

Regulatory Capital 2018

W Paid-up Capital

[l Statutory reserve

Bl Retained Earnings

M Eligible General Provision

B Mudaraba Subordinated Bond

3%
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Five years trend of regulatory capital is given below:

Trend of Regulatory capital
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5.000
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Total Regulatory Capital of the Bank as on 31 December 2018 stood at Tk. 25,106 million which was Tk. 19,375.98 mill
December 2017 registering 14.50% of the Risk weighted Assets as against the requirement of 11.875% (including conse

The Tier-1 capital was 7.45% of Risk weighted Assets as on 31st December 2018 as against requirement of 7.875
conservation buffer).

Five years trend of CRAR is given below:

CRAR/CAR
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A comparative quantitative feature of Risk Weighted Assets (RWA) and Minimum Capital Requirement (MCR) for De
ended 2018 * 2017 under Basel-lll is furnished hereunder:

Particulars 2018 2017
Tk. In Million Tk. In Million

Regulatory Capital:

1. Tier-1 (Going-Concern Capital) 12,893.37 13,317.78

2. Tier-2 (Gone-Concern Capital) 12,212.50 6,058.20
Total Regulatory Capital (1+2) 25,105.87 19,375.98
Total Risk Weighted Assets (RWA) 173,161.45 158,936.53
Capital to Risk Weighted Assets Ratio (CRAR) 14.50% 14.19%
Tier-l Capital to RWA 7.45% 8.38%
Tier-ll Capital to RWA 7.05% 3.81%
Minimum Capital Requirement (MCR) 17,316.14 17,880.36
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Number of Shareholders

A large number of shareholders reposed their trust on our Bank!s Shares. In the year 2018, total number of Shareholders stooc
The position of shareholders for last three years is shown below:

Year Shareholders
2018 34,229
2017 38,782
2016 52,614

Net Asset Value (NAV)

The Net Asset Value per Share is always higher than the face value of share. This indicates that the bank has created more v
shareholders. As a result, the investor!s confidence is increasing day by day and they are investing more to the Bank!s share.
of NAV for last five years is given below:

Year Net Asset Value (NAV)
2018 17.43
2017 15.69
2016 16.67
2015 16.68
2014 15.92
Liabilities

Total liabilities stood at Tk. 228,870.93 million at the end of 2018, which was 17.63% higher than that of previous year. Lial
increased mainly due to increase of deposits, Mudaraba Subordinated Bond and other liabilities. Liability growth of last five
shown below in bar diagram:

Liabilities
250.000 228,871
200,000, 194,569 Y
. -
s 154,388 = -
= 150000 135060 125,616 a - -
— — -
— Py a& [ et -
O 100.000- e S — -
m —-— —-— = -
— — — — -
50.000— — — — — -
-— e — -
-
— —-— —
0 - - - w w
2014 2015 2016 2017 2018
Deposit

Total deposit of Shahjalal Islami Bank Limited stood at Tk. 176,861.51 million as on 31 December 2018 which was Tk. 146,:
million as on 31 December 2017. Deposit is the <life-blood! of a Bank. Bank puts utmost importance in mobilization of d
introducing popular and innovative products. The bank always tries to give the highest return on the deposits of the custom
mobilized deposits are ploughed back in economic activities through profitable and safe investments. The growth of deposit is
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Deposit
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Deposit Mix

Outmost emphasis is given for optimum deposit mix, as a result low cost no cost deposit increased to Tk.55,078.99 millic
from Tk.44,978.51 million in 2017 exhibiting a growth of 22.46% during the year. The percentage of low cost no cost deposit
to 31.14% of total deposit during the year 2018 from 30.73% in 2017. SJIBL renewed its focus on rebalancing the depos
increase the portion of the low-cost transaction-based deposit portfolio. As a result, the bank succeeded in trimming dow
deposit base from 69.27% in 2017 to 68.86% in 2018, thereby consolidating the deposit mix in a beneficial preferred way.

The Deposit-mix of the Bank as on 31 December 2018:

SI.No Nature of Deposit Taka in million Percentage of Total Deposit
1 Al-Wadia Current Deposit 8,182.96 4.63%
2 Mudaraba Savings Deposit 20,792.17 11{76%
8 Mudaraba Short Notice Deposit 9,060]35 3.12%
4 Mudaraba Term Deposit 79,408.03 44.p0%
5 Mudaraba Schemes Deposit 42,374.60 23.96%
6 Other Deposits 17,043.90 9.64%

Total 176,861.51 100.00%

9.64% 4.63%

11 76% Deposit Mix
. 0

5.12% Al-Wadia Current Deposit
Mudaraba Savings Deposit
Mudaraba Short Notice Deposit
Mudaraba Term Deposit
Mudaraba Schemes Deposit

Other Deposits

23.96%

44.90%
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Total Assets

Bankl!s total asset as on 31 December 2018 stood at Tk. 243,659.89 million which was Tk. 207,886.37 million as on 31 Dec
2017. A major impact to this growth was the increase in Investments by 17.28% i.e. from Tk. 158,668.16 million to Tk. 186,(
million. Investments in Shares * Securities as well as Balance with other Banks and Financial Institutions also increased by 1°
74.91% respectively. The growth of total assets is shown below:
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200,000 |
150,000
100,000~
50,000_|
0

137,870
126,758

BDT Million

(LD
ALY

Total Assets

207,886
167,245

243,660

UL

2014 2015

3 HUHTHTHIR

2017

2018

Asset quality and non-performing investments

Non-performing investment increased during the year under review. The non-performing investment increased to Tk.12,723.3
in 2018 from Tk.6,300.50 million in 2017. The reason behind this increased classification is the Bank has classified some inv
customers based on objective criteria, rather, qualitative judgement because of some strategic reasons. Further, Bangladesi!
also classified some investment customers based on objective criteria as well. However, the bank has taken various initiative

and regularize non-performing investments.

Investment

Total investment of the Bank stood at Tk. 186,090.03 million as on 31 December 2018 as against Tk. 158,668.16 million as
December 2017 registering an increase of Tk. 27,421.88 million, i.e. 17.28% growth. The Bank was very conscious * car
deployment of fund. Mode wise investment portfolio as on 31 December 2018 is given below:

Sl. No Modes of Investments

Murabaha

Bi-Muazzal

Hire Purchase Shirkatul Meelk (HPSM)
ljara

Bi-Salam

Quard

Bill purchased * discounted

Others

00 N O o A W NP

Total

Taka in millipn
15,710.42
95,133.81

3B,473.52
2,134.0
2,011.21
566.9
11,547.79
20,512.29
186,090.03

Percentage of Total Inves

8.4
51.1

1.15
1.0
0.30
(
11.07
100.00%

ment

1%

2%
20.67%

The Bank always entertains quality investment proposals having sound creditworthiness and good track record of customers.
has also introduced some Investment Schemes to provide financial assistance to comparatively less advantaged group of pe
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Mix of investment as on 31 December 2018:
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Horizontal Analysis Vertical Analysis
Divisions Taka in Millions Variancg Taka in Millions Compositior
2018 2017 | 2018/201 2017/2016 20 2017 2018 2017
Dhaka 140,349 116,606 20.4p% 2641% 140,389 116,606 /5.44% 73.49%
Chattogram 29,438 26,889 9.48% 34136% 29,438 6,889 15.82% 16.95%
Sylhet 2,0 2,00p 1.99% 37.65% 2,042 ,002 1.10% 1.26%
Rajshahi 5,312 4,739 12.11% 72.10% 5[312 ,739 2.85% 2.99%
Rangpur 1,283 1,251 2.56% 11.81% 1,p83 2Bl D.69% 0.79%
Khulna 5,7 5,417 6.20% 33.35% 5,753 417 3.09% 3.41%
Barishal 6 57 15.29% 60.17% 660 572 01.35% D.36%
Mymensingp 12121 1191.5 1.73% 19.43% 1212.1 191.5 0.65% 0.75%
Total 186,090 158,668 17.28pb 29.0p% 186,090 158668 100.00%  1d0.00%
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Sector-wise Investment

Horizontal Analysis Vertical Analysis

Sectors Taka in Milligns Variance Takh in Millions Composition

2018| 2017 20182017 2017/20}6 2018 2017 218 2p17
Agriculture f 4,741 5,234 -9% -12% 4,141 5234 3% 4%
Fishing
Cotton * 19,14p 13,74p 39%% 4B% 19,149 13|742 10% 11%
Textile
Garments 26,280 19,1p9 37% B20 26,280 19,129 14% 16%
Cement 1,796 1,298 34% D% 1,786 1293 1% 1%
Pharmaceutidals 3,735 2,170 729 -7% 3,735 2,170 %) 2%
* Chemicals
Real Estate] 6,903 8,075 -149% 3% 6,923 4,075 4% 7%
Transport 3245 2581 26% P% 3,45 2}581 2% 2%
Information 1,162 399.¢8 19[% | 7% 1,162 399.68 1% 0%
Technology
Non Banking 1,964 2,404 -1P% 6% 1,954 4,404 1% 2%
Financial
Institutions
Steel * 8,397 9,085 -8% 57 8,392 9,085 5% 7%
Engineering
Food Processﬁng2,748 11,230 149 20% 12,748 11,230 7% 9%
* Beverage
Power * Enerpy 5,904| 4,350 36%4 44% 5,904 4,350 3% 4%
Paper * Paper 1,907 1,928 -1% 26% 1,907 1,928 1% 2%
Products
Plastic * 4,869 3,69( 32% 26% 4,869 3,690 3% 3%
Plastic Prodpct
Electronics 5185 4,023 29% 44% 5,185 4,023 3% 3%
Services 5,898 5,415 9% 5B% 5,898 5415 3% 4%
Industries
Trading 28,8]# 26,6qp qryo 3#% 28,q19 26(669 15% 22%
Import 5,630 7,061 -20% 8%% 5,680 7,061 3% 6%
Financing
Consumer 438 42045 4% 131% 438 420.5 0% 0%
Financing
Share business 1,406 1,442 84% 128% 1/606 1,042 1% 1%
Staff 1,491 1,460 3% 13% 1,497 1,460 1% 1%
Investment
Others 34,27 27,26[ 26% 3p% 34,472 27267 18% 22%
Total 186,090 158,669 17% 29% 186,090 158,668 100% 100%
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Five years trend of deposit and investment:
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Foreign Exchange Business

Total Foreign Exchange Business handled during the year 2018 was Tk. 230,257 million as against Tk. 188,549 milli
registering an increase of Tk. 41,708 million, i.e. 22.12% growth. The particulars of Foreign Exchange Business are giver

Particulars Amount in Million Taka Growth Composition

2018 2017 2018 2017 201$ 2017
Import 140,382 129,244 8.62%0 28.709 51|63% 56.13%
Export 125,402 97,437 28.70% 14.94% 46.12% 4p.32%
Foreign Remittance 6,129 3,576 71.37% 6.40% 2.25% 1.55%
Total 271,913 188,549 44.21% 9.57% 100.00%  100.40%

Mix of Foreign Exchange Business of 2018

46.12%

2.25%

51.63%

Foreign Exchange Business 2018
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Operating Result

Income:

Investment Income:
Total Investment Income of the Bank stood at Tk. 17,121.99 million as on 31 December 2018 as against Tk. 12,995.78 mill
2017. The amount of Investment Income represents 85.83% of the total income of the year 2018 as against 84.11% of the
income of the year 2017. The growth of investment income is given below:

Investment Income
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Income from investment in Shares/securities
Income from investment in Shares/securities increased to Tk.373.50 million in 2018 from Tk.299.30 million in 2017 showing a ¢
of 24.79% over last year. The progress of Income from investment in Shares/securities is given below:
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Commission, Exchange and Brokerage
Commission, Exchange and Brokerage income increased to Tk.1,851.26 million in 2018 from Tk. 1,478.43 million in 2017 exh
a growth of 25.22% over previous year. The increase in foreign exchange business is the key reason for the increase in this
The growth of Commission, Exchange and Brokerage income is given below:
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Other Operating Income

Other Operating Income stood at Tk.601.09 million for the year 2018 as against Tk.515.26 million of 2017 representing
16.66% over 2017. The trend of Other Operating Income is given below:

Other Operating Income
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Profit Paid on Deposits:

Bank distributed Profit of Tk. 11,295.07 million among the Mudaraba Depositors in the year 2018 against Tk. 8,418.98
year 2017 which being 65.97% of the Investment income earned from deployment of Mudaraba Fund and 73.48% of the
ture of 2018 as against 70.39% of the total expenditure of 2017. Profit Paid on Deposits for last five years is given belov
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Operating Expenses:

Total operating expenses for the year 2018 was Tk. 4,076.44 million whereas it was Tk. 3,541.88 million for the year
operating expenses was 26.52% of the total expenditure for the year 2018 as against 29.61% of 2017. Graphical pre
operating expenses is given below:
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Operating Profit:

During the year 2018, the Bank earned an amount of Tk. 19,947.84 million and spent an amount of Tk. 15,371.50 million res
total Operating Profit of Tk. 4,576.33 million which is Tk. 1,248.41 million higher than that of last year. From the operating pr
1,324.10 million was kept as provision for investment and Tk. 86.76 million was kept as provision for investment in Share a
profit before tax stood at Tk. 3,165.47 million. After deduction of income taxes of Tk. 1,694.29 million, net profit after taxation ¢
Tk. 1,471.18 million. As appropriation of net profit Tk. 633.09 million was transferred to statutory reserve as per Bank Comp

and remaining Tk. 838.09 million was transferred to retained earnings. Trend of operating profit is given below:

Operating Profit
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A summary of operating result of the bank as on December 2018 vis-a-vis the position of December 2017 is shown below:-

Particulars 2018 2017
Total Income 19,947.84 15,288.77
Less: Total Expenditure 15,371.50 11,960.85
Net Profit before Provision & Taxation 4,576.33 3,327.92
Less: Provision for Investment, Off Balance Sheets, Shares * others 1,410.86 1,249.40
Net profit before Taxation 3,165.47 2,078.52
Less: Provision for Taxation 1,694.29 882.62
Net Profit after Tax 1,471.18 1,195.90
Appropriation:
Statutory Reserve 633.09 415.70
Retained Earnings 838.09 780.19
The operating result of last five years is shown in the diagram below:
Operating Result
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Contribution to National Exchequer

The Bank has made provision of Tk. 1,694.29 million for corporate tax in 2018 against 882.62 million in 2017. The bar
contributed to the economy by generating employment of 2,395 full time officials. In the year 2018, Bank has paid Tk. 3,22
to Government exchequer as source tax, salary tax, VAT, excise duty and other tax * VAT realized against various st
intermediation process, the Bank mobilized resources of Tk. 176,861.51 million from the surplus economic unit and d
186,090.03 million.

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

Dividend

The Board of Directors of the Bank has recommended stock dividend @ 10% i.e. Tk.1.00 for each share for the year 20
last years, Board of Directors declared dividends out of profit to shareholders at an attractive rates. The rates of divider
Bank since 2014 are shown below:

Year Dividend

2018 10% Stock

2017 10% Stock

2016 10% Cash * 5% Stock
2015 13% Cash

2014 10% Cash

The Banking sector will have to increase their capital base to comply with the capital requirement under Basel & Il regin
order to strengthen Common Equity Tire & | capital base of the Bank and comply with the capital requirements of Banglac
Board of Directors of the Bank recommend 10% (ten) stock dividend for the year ended on 31 December 2018. The rete
will be used for expansion and growth of business of the Bank.

Preparation of Financial Statements

The financial statements of the Bank prepared by the management present fairly its state of affairs, the result of its operatic
and changes in equity under the historical cost convention and in accordance with the First Schedule (Section-38)
Companies (amendment) Act 2013, related Bangladesh Bank circulars, International Accounting Standards (IASs) an
Financial Reporting Standards (IFRSs), the Companies Act 1994, the listing regulations of the Stock Exchanges, the
Exchange Rules 1987 and other laws and rules applicable in Bangladesh.

The financial statements of 2018 have been reviewed by the Audit Committee of the Board of Directors of the Bank and
to the Board of Directors for its consideration. The external auditor, M/s. Hoda Vasi Chowdhury * Co, Chartered Account:
by the shareholders, have certified the fairness of the financial statements for the year ended 31 December 2018.

Maintaining Proper Books of Account

Shahjalal lalamic Bank Limited maintained proper books of account for its financial transactions occurred during 2018.
account have also been reviewed by the external auditor, M/s. Hoda Vasi Chowdhury * Co, Chartered Accountants with ¢
proper books of account as required by the law have been properly maintained.

Appropriate Accounting Policies

Appropriate accounting policies have been selected and applied consistently in preparation of financial statements and f
estimates are made based on reasonable and prudent judgement. Bank records financial transaction on accrual basis
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 re

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
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The above issues show significance of effective internal control of a bank in the light of traditional activities. But in the context
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 C
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 approve
competent authority on December 18, 2016. This manual contains Risk Assessment Methodology which has been designed tc
Risk Based Internal Audit among some other significant issues.

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, effe
reliability, timeliness, completeness and compliance with applicable laws and regulations. This process involved a conformat
system of internal control in accordance with best financial reporting practice was in place throughout the year and up to the d
signing of these financial statements.

Going Concern

After reviewing the Bank!s present and potential business growth, annual budget, performance, liquidity position, financing arrs
the Directors are satisfied that the Bank has adequate resources to continue to operate in the foreseeable future and confirm

is no material issue threatening to the going concern of the Bank. For this reason Directors continue to adopt the going concer
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. The report was
29 May 2019, they rated the Bank as AA-2 for long term and ST-2 for short term. CRAB performed the rating surveillance b
audited financial statement of 31st December 2018 and other relevant information. The long-term rating is valid for only one
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 Hoda Vasi Chowdhury * Co, Chartered
ants based on their audit of financial statements for the year ended 31 December 2018. The auditor issued an unqualified au
which means no material misstatements exist in the financial Statements or no disagreement with management regarding sele
application of accounting policies. The Board also reviewed the auditors! suggestion which they provided through a separate
ment report and gives the strategic guidelines to the management for improvement.

Appointment of Auditors

As per BSEC notification no. BSEC/CMRRCD/2006-158/208/Admin/81 dated 20 June 2018 and as per Dhaka Stock Exchange
Regulation, 2015 dated 30 June 2015, an auditor of a listed company cannot be appointed for more than three consecutive ye
Hoda Vasi Chowdhury * Co, Chartered Accountants was the auditor of the Bank for the year 2018. As 2018 was the third yeal
and the firm is not eligible for reappointment. A good number of reputed audit firms have expressed their willingness to be app
auditor of the bank for the year 2019.

Section 210 of the Companies Act, 1994 gives authority to the shareholders to appoint the auditor and fix their remuneration

the board recommends appointing M/s ACNABIN, Chartered Accountants as the auditor of the bank for the year 2019 subje
approval of the shareholders in the upcoming Annual General Meeting.

Future Outlook of the Bank:
Going towards 2019, there are considerable challenges surrounding Bangladesh.

Considering the overall macroeconomic and geo-political outlook, significant pressure is expected on banking sector margins
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wake of low benchmark rates and limited financing opportunities. Accordingly, our Bank intends to focus on building ar
quality investment portfolio and to enhance its focus on customer service quality and major cost rationalization initiatives
uous 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 ne
upcoming initiatives like the launch of Agent Banking. Our Bank is confident that the above initiatives shall enable it to m
performance trend going forward.

From the Bank!s perspective the focus will be provision of value added services via operational expansion and technol
ments. Effectiveness of the Bank!s risk management systems, capitalisation on low cost liability franchise, disciplined e
expansion of our capital base and strengthened compliance culture are primary factors in depicting continued strong fir
ness. Effective leadership with a clear vision is the key element of long term sustainability leading to highest levels of em|
tion and our aim is to build cohesive teams and strong ethical standards. We will strive to enhance our domestic as well
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 grow
during the year 2018. The Board extends thanks to the Ministry of Finance, Bangladesh Bank, Bangladesh Securitie
Commission and the Government Agencies for providing assistance, guidance, support and cooperation at various stag
of the Bank. The Board appreciates the support and cooperation received from foreign correspondents of the Bank all o

The members of the Board of Shahjalal Islami Bank Limited take this opportunity to express gratitude and extend since
valued shareholders, customers, depositors, investment clients and well-wishers for their valuable support and confiden

Finally and more importantly, the Board would like to express its great appreciation and thanks to all of the officials of
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

Akkas' Uttthin"Mbitah
Chairman
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