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 of the Bank for the year ended 31 December 2016. 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
Stagnant global trade, subdued investment, and heightened policy uncertainty marked another difficult year for the
world economy. The global economy has now entered into its sixth year of stagnation with slow growth environment
characterized by an imminent productivity growth crisis. The growth outlook for 2017 shows a continuation of this
trend. Global growth in 2016 is estimated at a post-crisis low of 2.3 percent and is projected to rise to 2.7 percent in
2017. Growth in emerging market and developing economies (EMDEs) is expected to pick up in 2017.
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A projected stabilization in energy and commodity prices may provide a small tailwind for resource rich economies in
2017, but the medium-term trend continues to be dominated by weaker growth in key inputs, notably in investment
and in labor supply. Modest positive signals emerge from the base scenario showing some strength in qualitative
growth factors, such as more advanced technology, improved labor force skills, and greater productivity. But those
potentially favorable factors are under pressure from ongoing political, policy, and economic uncertainties around the
world. This risks further inertia caused by a wait-and-see attitude among corporate and governments. Businesses have
to be prepared for more disruptions from geopolitical tensions, policy uncertainty, financial market volatility, and rapid
changes in technology.
Economic dynamics, among developing economies, are gradually improving following some quarters of sluggish
growth. The increase in commodity prices that started in the final quarter of 2016 is good news for the majority of
emerging market nations but the recovery in raw material costs is expected to be limited, thereby hampering the
possibility of a sharp and sustained recovery. Against this backdrop, many governments will have to continue dealing
with tough fiscal positions and the need for structural reforms appears inevitable.
Although the global economy will accelerate this year, a series of events are threatening to endanger the recovery.
US President Trump is fulfilling his campaign promises and his protectionist agenda is slowly taking shape, with his
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withdrawal of the U.S. from the Trans-Pacific Partnership (TPP) and his threats to impose import tariffs. If he finally
succeeds in restricting international trade, this could seriously harm global growth. Export-driven nations such as China,
Japan and Mexico would be the worst hit by Trump’s anti-trade policies and this situation could exacerbate domestic
imbalances. Moreover, political uncertainty is rising in the European Union. Negotiations between the EU and UK on
a “hard” Brexit and this year’s election cycles in key countries have the potential impact to hamper the EU’s currently
healthy growth momentum.

BANGLADESH ECONOMY
Bangladesh economy has managed to set growth on a higher trajectory, posting GDP growth of 7.11% in FY16 on
the back of surge in both private and public investment as well as increase in consumption expenditures and also
tackle impending adversities from latest global developments in politics, economics and diplomacy though many
economist viewed that Bangladesh’s economy is progressing well, but below its true potential. Major amelioration in
the macroeconomic indicators was discerned in the year of 2016 which made the year an economically eventful one
e.g. qualifying for the Lower Middle Income Country (LMIC), transgressing the 7% annual growth trajectory, curbing
down the inflation to the lowest level in the last 12 years, robust export growth and many more.
Macroeconomic stability was maintained, thanks to falling inflation, contained budget deficit, and large surpluses in
both current and financial accounts in the balance of payments (BOP), which was reinforced by impressive export
growth and rising foreign direct investment (FDI), and increasing foreign exchange reserves. Declining interest rate on
lending has played an important role in the recovery of credit growth to the private sector.

Fiscal Management
In the face of formidable challenges, the Bangladesh economy continued to show signs of resilience throughout the Year
2016. All major parameters of fiscal framework eventually register higher growth rates in 2016. The economy benefitted
from a number of advantages from the perspective of macroeconomic management that were sustained from the
previous year. However, tax revenue performance has been weak, with revenues increasing more slowly than GDP.
Total revenue mobilization registered a growth of 19.0 percent in FY2016. ADP expenditure has not experienced any
significant breakthrough in FY2016. As regards public debt, Bangladesh’s position is generally comfortable. Currently,
approximately 56 percent of public debt is attributable to domestic sources and 44 percent to foreign finance. Within
domestic sources, debt from non-bank sources is increasing (led by net sales of NSD), while debt from bank sources is
decreasing. This has led to a gradual shift in the overall composition of public debt.

Investment
Though Government statistics exhibit, in FY2016, investment rebounded by a significant margin, the movements of
proxy indicators suggest a mixed trend. Rising excess liquidity in the banking system may also indicate lack of
investment demand but private investment’s share in GDP increased significantly to 23.0 percent in FY2016 compared
to 22.1 percent in FY2015 and is the highest in the last 21years, while, by contrast, public investment declined by
0.1 percentage points to 6.7 percent of GDP in FY2016, a reversal of recent trends. As proportion of GDP, gross
investment increased slightly to 29.7 percent in FY16 from 28.89 percent in FY15. The increase was mainly due to the
rise in private investment. On the other hand, the domestic savings rate as proportion of GDP has tended to increase,
albeit slowly, to 23.89 percent in FY16 from 22.16 percent in FY15. The national savings ratio, too, increased to 30.08
percent in FY16 from 29.02 percent in FY15.

Monetary Development
Bangladesh Bank (BB) claims that its monetary policies, outlined in all successive Monetary Policy Statements (MPS),
have been growth supportive and aimed at preserving inflation and price stability. The growth rates of the monetary
aggregates in FY2016 evinced a better performance as against their respective targets, except for net domestic assets
Shahjalal Islami Bank Limited Annual Report 2016

89

and public sector credit. Growth rate of broad money exceeded the target limit of 15 percent and reached 16.4 percent
at the end of June 2016. Similarly, growth of credit to the private sector surpassed the target of 14.8 percent to reach
16.6 percent. As it is, the growth was the highest since December 2012. This trend in the growth of monetary
aggregates, however, was accompanied by the strong flow of net foreign assets which posted a growth rate of 23
percent against the target of 11.1 percent for the mentioned period.

Price Situation
Inflationary trends experienced a consistent decline throughout 2016. The annual average inflation in December
2016 stood at 5.03 percent, which was below the target of 6.1 percent. The drop mainly ascribes to the international
lower food price which contained the cost of imported food items, good domestic harvests- specially rice and a stable
exchange rate. On the other hand, non-food inflation surged and stood at 7.45% level from the previous fiscal’s
5.99%, which is attributable to the implementation of the new pay scale for government employees, adjustment in
the administered prices of gas and electricity and a sharp uptick in the flow of credit to the private sector, a large part
of which financed consumption expenditures.
The difference between urban and rural inflation also widened in FY2016 following some convergence over the
last couple of years. The impact of rise in electricity and gas prices falls disproportionately in urban areas compared
to the rural areas which caused variation in non-food inflation.

Balance of Payments
Balance of payments for Bangladesh economy was positive with USD 2.25 billion during July-December of FY2017, but
was lower than the BOP of USD 2.44 billion during the same timeframe of FY2016. During July-December of FY2017,
trade balance was negative with USD (-) 4.51 billion as opposed to USD (-) 3.61 billion during the corresponding period
of FY2016. The widened trade deficit alongside decreasing worker remittance has caused the negative current
account balance of USD (-) 793 million. During the corresponding period of FY2016, the current account had a
surplus of USD 1.85 billion. Within the financial account, net foreign direct investment recorded a 10.49 percent
growth during July-December of FY2017 compared to the corresponding period of FY2016. In the same timeframe,
medium and long-term (MLT) loans decreased by (-) 13.45 percent. Higher FDI inflows, net medium and long term
credits, large deficit in net trade credit led to the increase of overall position of the Balance of Payments.

Foreign Exchange Reserve
Foreign exchange reserve (FER) has maintained its upward trajectory to reach USD 32.1 billion as of 28 December 2016.
During the July-December period of FY2017, FER increased to the tune of USD 2.0 billion. Major share of this FER was
retained as convertible foreign currencies including securities and also in the form of Special Drawing Rights
(SDRs), gold etc. The accumulation and deployment process of FERs alongside their security should be a concern for
the policymakers. Recently, the government has expressed their desire to create a sovereign wealth fund (SWF)
utilizing the growing FER.

Export
In the teeth of global adversities the value of exports has increased in laudable way and it stands at USD 34.97
billion for 2016 against USD 32.38 billion the same period of 2015. Apparel export leads the pack of the total export
basket, constituting of 82% of the total export value. Bangladesh leads the pack with 6.4% of the global market.
Export earnings recorded 4.4 percent growth during the July-December period of FY2017 against the annual growth
target of 8.0 percent. It is important to note that to attain the target of USD 60 billion by 2021, export earnings need to
grow by 11.9 percent annually over the next five years. Export growth of both RMG and non-RMG items (4.4 percent
and 4.8 percent respectively) was below their individual annual target (8.1 percent and 7.4 percent respectively). Export
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data for July-June of FY16 shows that the country’s major export products, i.e. , woven garments, knitwear, leather
& leather products, jute & jute goods, agricultural products, other footwear, man-made filaments & staple fibers,
specialized textiles, headgear/cap, other manufactured products, petroleum bye products, chemical products, and
computer services experienced positive growth, while home textile, frozen & live fish, plastic products, engineering
products showed negative growth compared to the corresponding period in the previous fiscal year.

Import
During July-November of FY2017, import payments rose by 9.5 percent over the corresponding months of FY2016. In
FY2016 the overall import payment growth was 5.4 percent. Import growth in FY2017 so far has been driven by
capital machinery, wheat, and petroleum products which recorded 24.5, 54.9, and 43.4 percent growth respectively.
Import payment for consumer goods increased by 6.5 percent which was driven by spices, pulses and sugar. At
the same time import of intermediate goods went up by 4.0 percent. The increase of capital machinery import is
particularly encouraging due to its investment implications. Settlement of import LCs of industrial raw materials and
capital machinery increased as the business people saw signs of improved investment climate as the political situation
apparently eased. According to anecdotal information, a significant rise of capital machinery import payments were a
result of high import of capital machinery for power sector projects which gained momentum in FY2017.

Remittance
The year 2016 kicked off with a 7.4% decline in remittance in January (month-on-month), with the decline fluctuation
and getting stable at 11.16% decline in December 2016 (year-on-year). The total remittance inflow in 2016 amounted
to USD 13.61 billion, compared with USD 15.32 billion year-on-year.
On the contrary, the number of Bangladeshi workers abroad has been increased significantly in recent years. In 2016,
the number of migrant workers surged by 36.31% which is the highest in the last 7 years. The annual number of migrants
going abroad reached 0.76 million in 2016. About 71.3% migrants went to Golf Cooperation Council (GCC) countries in
FY 16. Saudi Arabia accounted for the incremental share, whereas Malaysia, Oman and Qatar were the destinations as
well. Saudi Arabia, the biggest economy in the GCC, depends predominantly on oil exports for its revenues. With the
grave slump in global oil prices, Saudi construction firms have been hit hard and in some cases, government spending
had been delayed on major infrastructural projects. Naturally, lavish bonuses, overtime payments and other benefits
have been slashed and it is easy to make a judgment that average wage of the migrants have been declined.

Service Sector
An analysis of incremental contributions by different sectors towards GDP growth in FY2016 shows that the service
sector has maintained its leading position as a contributor to GDP growth. The service sector grew by 6.7 percent
in FY16 as against 5.8 percent in FY15. Notable among the well-performing sub-sectors in FY16 are electricity, gas &
water supply, transport, storage & communication, hotel & restaurant, construction, wholesale & retail trade, real estate,
renting & business activities, health & social works, education, and public administration & defense. Among these subsectors, the wholesale & retail trade had the highest share in GDP (14.02%) in FY16 compared to 14.08 percent in FY15.
The GDP shares of certain other sub-sectors in FY16 were 11.37 percent for transport, storage & communication, 9.18
percent for community, social & personal services, 7.28 percent for construction, 6.64 percent for real estate, renting &
business activities, 3.77 percent for public administration & defense, 3.36 percent for financial intermediations and 2.43
percent for education.

Industry
The contribution by industrial sector has been increased at a modest pace. Shortage of energy, both gas and power, has
adversely affected production in the broad industry sector. However, the sector managed to grow by 10.10 percent in
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FY16, compared to 9.67 percent in FY15. Besides, the share of the industry sector in GDP increased by 0.86 percentage
point to 31.28 percent in FY16 from 30.42 percent in FY15. Within the broad industry sector, the manufacturing
industries in general grew by 10.30 percent in FY16, almost the same as in FY15. The large and medium industries
sub-sector, however, performed better than the small scale industries, the former growing by 11.01 percent, and the
growing by 7.02 percent in FY16, compared to 10.70 percent and 8.54 percent respectively in FY15. Major difficulties
experienced by manufacturing industries have been the shortages of gas and power and also the insufficiency of land
for setting up industries at appropriate locations.

Agriculture
The agriculture sector is the most important sector in the Bangladesh economy. It employed about 47.5 percent of the
country’s total labor force in FY16 and accounted for about 15.33 percent of GDP. The sector recorded a lower growth
of 2.60 percent in FY16, compared to 3.33 percent in FY15 because of the poor performance of the crop sub-sector.
Crops, which comprise of more than 70 percent of the overall agriculture sector, witnessed the biggest drop as the rice
market remained depressed. Among the components of agriculture sector (agriculture and forestry sub-sector) which
includes crops, livestock and horticulture, forestry and related services, recorded a lower growth of 1.53 percent in
FY16, compared to 2.45 percent growth in FY15. On the other hand, the fisheries sub-sector performed relatively better,
growing at 6.19 percent in FY16, compared to 6.38 percent in FY15.

Capital Market
In 2016, the capital market indeed ended with a high index as the Dhaka Stock Exchange (DSE) index recorded at 5,036
points in December. During the first half (July-December) of FY2017, the DSEX index recorded a spike. It registered a
growth of 8.8 percent as of December 2016 over the corresponding month of 2015. Such improvement in the market is
due to the dynamic participation from both local and foreign investors. Psychological confidence may have driven this
upward push. Sturdy participation by investors, especially during the last few months of the calendar year alongside
consolidation of stock prices, low commodity and oil prices in the international market, have also contributed to such a
performance. Additionally, higher corporate earnings and a lower interest rate played a crucial role in improving
the performance of the capital market of Bangladesh.

Banking Sector
Bangladesh’s banking sector has been entrenched with high non-performing loans (NPLs) and uneven competition
in recent years. On the other hand, despite formidable challenges, the banking sector has demonstrated resilience as
regards addressing various market risk shocks, including interest rate risks, exchange rate risks and equity price risks.
The challenges confronting the state-owned commercial banks (SCBs) as also specialized banks (SBs) are indeed
formidable. The non-performing loans (NPLs) jumped by more than 21 percent or Tk 108.01 billion in the last calendar
year. The share of NPLs stands to 9. 23 percent as on 31st December 2016 that was 8.79 percent in the same day of
the previous year. There has also been a sharp rise in excess liquidity, particularly with the SCBs and foreign
commercial banks (FCBs), and to a lesser extent, with private commercial banks (PCBs) during FY2016. A part of
this rise was influenced by the increasing amount of external borrowing by the private sector at relatively lower interest
rates. Due to the moderately surplus liquidity in the banking system, and thanks to the falling inflation, both the lending
rate and deposit rate declined during this period, from 11.7 percent and 6.8 percent in June 2015 to 10.4 percent and 5.5
percent respectively in June 2016. At the end of June, the interest rate spread remained at 4.85 percent in June FY2016.
The aggregate deposit amounted to Tk 9,088.64 billion as of December 2016, experiencing 13.13 percent growth from
13.08 percent a year before while the aggregate credit stood at Tk 6,864.80 billion as of December 2016, increased to
15.32 percent in 2016 from 12.58 percent in 2015.

92

Shahjalal Islami Bank Limited Annual Report 2016

Internet banking finds a fast rise, with over 41 percent growth recorded in the country in 2016, amid a healthy growth
in real-time fund transfers, e-commerce and online penetration. A total of Tk 307.52 billion was transacted through
internet banking in 2016 against Tk 217.57 billion in 2015.
The profitability of banks, measured in terms of return on assets and return on equity has shown a divergent pattern.
Both return on assets and return on equity have been negative in recent years, both for SCBs and DFIs. For PCBs, both of
those returns have changed little, although intra-PCB differences remain significant. FCBs have better returns in terms
of ensuring higher levels in both assets and equity.
In the recent past, banking sector has experienced new risks associated with cyber security. These include ATM scams
concerning four commercial banks during January 2016, followed by Bangladesh Bank’s reserve heist in March 2016
and very recently ATM scams involving a number of other commercial banks. These incidents are indicative of the
vulnerability of Bangladesh’s banking and financial institutions in this digital age when threats to cyber security have
emerged as a growing risk. According to various recent reports, cyber security in the banking sector has been facing
multiple challenges in areas ranging from the suitability of infrastructure, safety of operation, regularity of maintenance
and adequacy of the required human resources.

Prospect in 2017
The economy of Bangladesh is at its prime juncture with many achievements in its bag and with some more to unleash.
Brexit, the most debatable international economic incident of 2016, has a moderate impact on the export of Bangladeshi
apparel to UK. Lackluster prospects of most oil exporting gulf countries and the popular anti-immigration stance of
most host countries does not bode well for countries’ inward remittance. The country has enormous potential to be
recognized as a resilient economy in the years to come, if infrastructural reformations could be expedited. Initiatives in
the areas of energy, special economic zones (SEZs), and rapid transit systems are yet to gain momentum, as these policy
issues and necessary actions are likely to spill over into year 2017. Moving forward, Bangladesh needs to translate this
macroeconomic stability into higher investment and higher growth. Bangladesh will also need to prioritize a sustainable
and inclusive growth agenda in the light of the Sustainable Development Goals (SDGs), at a time when the first year of
the Seventh Five Year Plan (7FYP) comes to an end.

Profile of Shahjalal Islami Bank Limited
Shahjalal Islami Bank 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 31 December 2016 the bank had 103 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
economic activities by means of introducing Shariah compliant contemporary and diversified product and service
range through it’s strong branch network in country’s commercially crucial locations hiring people of all economic
classes have the flavor of personalized banking service.

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 (P3)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.
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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 91.79% shares of Shahjalal Islami Bank Securities Limited.

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, 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 103 branches around the country. In the year 2016, the Bank has
opened 10 new branches. The bank is working to expand its business by opening 10 more branches in Dhaka and some
other important business location of the country in the year 2017 upon approval of Bangladesh Bank.
No. of Branch

73

2011

92

84

2012

93

2013

2014

93

2015

103

2016

Year

Correspondent Relationship
Shahjalal Islami Bank has established correspondent relationship across the world with major foreign banks. The
number of correspondent banks stood at 430 as on December 31, 2016 across 61 countries. The Bank is successfully
maintaining such relationships around the world to facilitate international trade transactions. The bank maintains 30
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);

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).

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, corporate social responsibility and product diversification.
Strategies mean to achieve the goals. Aligned with the vision and mission statements of Shahjalal Islami Bank Limited,
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

2

Re-examine existing investment products to introduce new investment products and redesigned the
existing investment products

3

Strengthen Debit Card and introduction of Shariah Based Credit Card facility to enhance card business

4

Strengthen and make effective of Offshore Banking Unit

5

Expand non-funded and fee based business to increase income

6

Strengthen treasury function to increase profit from treasury operation

7

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

8

Strengthen Marketing Division to ensure success of new deposit and investment products

9

Strengthen MIS to ensure accurate and timely information

10

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

11

Develop a Governance Manual to ensure proper Office Administration and Corporate Governance

12

Create a ‘Strategic Planning/Research & Development Unit’
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SJIBL automation
With advancement of technology along with the rapid growth of business, need for capturing value from customer
gives birth to eventual requirement of handling bulk data volume and created scopes to offer a wide variety of services
accurately and rapidly by adopting 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 kinds of structural level failure as per the latest recommendation. To extend its capability of recovering from a known
and predicted disaster, bank never stays on back foot to invest. It always pays utmost concentration on upgradation of
Core Banking Software (CBS) by adding or customizing the modules for better customer service. In this consequence
procurement of new Data Storage or extension of existing one is done in every periodical term as anticipated to enhance
capacity for accommodation of large extended business data. Our arrangement of dual connectivity through ensuring
economy of scale assures business continuity by adjusting and substituting network connectivity among the service
providers. This requires extreme level of monitoring which we do by a group of very active, efficient and 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
Cheque Processing System (BACPS), Bangladesh Electronic Fund Transfer Network (BEFTN), Real Time Gross Settlement
(RTGS) and Sanction Screening Software as per Bangladesh Bank Guideline.
The bank had been collecting bills of GrameenPhone, WASA, DPDC, DESCO through our CBS since long which we
gradually added within our customer services. Recently we have been able to add more modules for bill collection such
as BRTA, PDB and BTCL integrated with CBS. This is a visual reflection of automation to our valued clients.
As we know all the banks are now very concern in ensuring the SWIFT security, SJIBL remains continuously active in a
process of enhancement of SWIFT security as guided by Bangladesh Bank and SWIFT authority.
User of internet being service is growing fast and we are also in the process of launching the service very soon. Layer-7
security features will be implemented soon as per compliance requirement of regulatory body to ensure cyber security.
Development in customer service through ATM, POS, Mobile and other delivery channels are consistently acquired.
Chip based cards have been distributed among the clients. Upgradation of machines are also in our priority list.

Automated Teller Machine (ATM)
With the aim to provide 24/7 cash withdrawal facilities to the valued clients, Shahjalal Islami Bank Limited has established
64 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 active ATM in 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 Bank is also providing support to its cardholders 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 24/7 days to provide support to the valued cardholders.

Review of the Performance
During the year under review, the bank maintained the progress of business through its 103 branches. The operating
profit before tax stood at Tk.2,306.08 million. Net profit attributable to shareholders reached to Tk. 1,557.37 million,
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return on average equity was 12.40 percent and Earnings per Share (EPS) stood at Tk.2.12. Non- performing investments
(NPI) ratio was 4.70 percent. Capital to Risk Weighted Assets Ratio of the Bank was 11.54 percent comprising maximum
under Tier-1, which was above the stipulated rate of 10 percent. Out of deposit of Tk. 124,409.83 million, the bank
could deploy Tk. 122,998.38 million in investment as on December 31, 2016. The Bank handled total Foreign exchange
business of Tk. 188,549 million in the year 2016.

Regulatory Capital of the Bank
The Bank’s Capital is divided into two tiers i.e. Tier-1 and Tier-2 capital. Tier-1 includes Paid-up Capital, Statutory Reserve
and Retained Earnings. Tier-2 includes 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, 2016. Total Regulatory Capital was Tk 14,386.08 million as on December 31, 2016. Comparative position of Capital
for the year 2016 & 2015 is given below:Tier-1 Capital (Going-Concern Capital):
(Amount in million Taka)
SL. No

Particulars

2016

2015

a)

Paid-up capital

7,346.88

7,346.88

b)

Statutory Reserve

4,403.56

3,942.34

c)

Retained Earnings

1,106.13

965.07

12,856.57

12,254.30

2016

2015

1,529.50

1,100.93

1,529.50

1,100.93

14,386.07

13,355.23

Sub total

Tier-2 Capital (Gone-Concern Capital):
SL. No
a)

Particulars
General Provision
Sub total
Total Equity

Regulatory Capital 2016
10.63%
7.69%
Paid-up Capital
Statutory Reserve
Retained Earnings
51.07%

General Provision

30.61%

Trend of Regulatory Capital (Million Taka)
14,386

11,055

11,140

12,773

Shahjalal13,355
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30.61%

Trend of Regulatory Capital (Million Taka)

11,055

2012

11,140

2013

12,773

2014

13,355

2015

14,386

2016

Year

Number of Shareholders
A large number of shareholders reposed their trust in our Bank’s Shares. In the year 2016, total number of Shareholders
stood 52,614. The position of shareholders for last three years is shown below:
Year

Shareholders

2016

52,614

2015

63,480

2014

82,713

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:
Year

Net Asset Value (NAV)

2016

17.50

2015

16.68

2014

15.92

2013

16.40

2012

17.33

Capital Adequacy
Total Regulatory Capital of the Bank as on December 31, 2016 stood at Tk. 14,386.07 million which was Tk. 13,355.23
million as on December 31, 2015, registering 11.54% of the Risk weighted Assets as against the requirement of 10%.
The Tier-1 capital was 10.31% of Risk weighted Assets as on 31st December 2016 as against requirement of 5.50%.
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CRAR/CAR
13.61%

13.52%

12.31%

12.56%

10%

10%

10%

10%

10%

2012

2013

2014

2015

2016

11.54%

Year

Risk Based Capital Adequacy
A comparative quantitative feature of Risk Weighted Assets (RWA) and Minimum Capital Requirement (MCR) for 2016
& 2015 under Basel-III is furnished hereunder:
Tk. In Million
Particulars

2016

2015

Regulatory Capital:
1. Tier-1 (Going-Concern Capital)

12,856.57

12,254.30

2. Tier-2 (Gone-Concern Capital)

1,529.50

1,100.93

14,386.07

13,355.23

124,703.80

98,789.57

11.54%

13.52%

Tier-1 Capital to RWA

10.31%

12.40%

Tier-2 Capital to RWA

1.23%

1.12%

12,470.38

9,878.96

Total Regulatory Capital (1+2)
Total Risk Weighted Assets (RWA)
Capital to Risk Weighted Assets Ratio (CRAR)

Minimum Capital Requirement (MCR)

Liabilities
Total liabilities (excluding equity) stood at Tk. 154,388 million at the end of 2016, which was 22.91% higher than the
previous years’ figure. Liabilities increased mainly due to increase in deposits & placement received from other Banks
& Financial Institutions.

Deposit
Total deposit of Shahjalal Islami Bank Limited stood at Tk. 124,409.83 million as on December 31, 2016 which was Tk.
109,258.72 million as on December 31, 2015. 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.
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The Deposit-mix of the Bank as on December 31, 2016 is given below:Sl.No

Nature of Deposit

Taka in million

Percentage of
Total Deposit

1

Al-Wadia Current Deposit

6,036.58

4.85%

2

Mudaraba Savings Deposit

18,510.98

14.88%

3

Mudaraba Special Notice Deposit

5,776.58

4.64%

4

Mudaraba Term Deposit

44,923.69

36.11%

5

Mudaraba Schemes Deposit

38,993.34

31.34%

6

Other Deposits

10,168.66

8.17%

124,409.83

100.00%

Total

Deposit-Mix-2016
8.17%

4.85%
14.88%
4.64%

31.34%

Al-Wadia Current Deposit
Mudaraba Savings Deposit
Mudaraba Special Notice Deposit
Mudaraba Term Deposit
Mudaraba Schemes Deposit
Other Deposits

36.11%

Total Assets
Bank’s total asset as on December 31, 2016 stood at Tk. 167,245 million which was Tk. 137,870 million as on December
31, 2015. A major impact to this growth was the increase in Investments by 27.02% i.e. from Tk. 96,835 million to Tk.
122,998 million. Balance with other Banks and Financial Institutions as well as Investments in Shares & Securities also
increased by 960 million and 1,409 million respectively.

Asset quality and non-performing investments
Non-performing investment was decreased by Tk. 479 million compared to the year 2015. The non-performing
investment ratio was 4.70% as at the end of 2016 whereas it was 6.47% at the end of 2015.
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Investment
Total investment of the Bank stood at Tk. 122,998 million as on December 31, 2016 as against Tk. 96,835 million as on
December 31, 2015 registering an increase of Tk. 26,163 million, i.e. 27.02% growth. The Bank was very conscious &
careful in deployment of investing fund. Mode wise investment portfolio as on December 31, 2016 is given below:
Sl. No
1
2
3
4
5
6
7
8

Modes of Investments

Taka in million

Murabaha
Bi-Muazzal
Hire Purchase under Shirkatul Meelk (HPSM)
Ijara
Bai-Salam
Quard
Bill purchased & discounted
Others
Total

8,611.52
70,468.84
21,410.31
491.29
1,077.58
261.26
10,478.68
10,198.90
122,998.38

Percentage of Total
Investment
7.00%
57.29%
17.41%
0.40%
0.88%
0.21%
8.52%
8.29%
100%

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.
Investment Portfolio 2016
8.52%

8.29%

Murabaha

7.00%

Bi-Muazzal

0.21%
0.88%

Hire Purchase

0.40%

Ijara
Bi-Salam
Quard

17.41%

Bill purchased & discounted
57.29%

Others

Trend of Investments (Million Taka)

96,835

96,184
85,707

2012

2013

122,998

84,062

2014

2015

2016

Year
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Division-wise Investment
Horizontal Analysis
Divisions

Taka in Millions

Vertical Analysis

Variance

Taka in Millions

Composition

2016

2015

2016/2015

2015/2014

2016

2015

2016

2015

Dhaka

93,241

70,632

32.01%

9.58%

93,241

70,632

75.81%

72.94%

Chittagong

20,012

19,318

3.59%

48.03%

20,012

19,318

16.27%

19.95%

Sylhet

1,455

1,184

22.81%

11.59%

1,455

1,184

1.18%

1.22%

Rajshahi

2,753

1,831

50.34%

8.54%

2,753

1,831

2.24%

1.89%

Rangpur

1,119

729

53.39%

3.11%

1,119

729

0.91%

0.75%

Khulna

4,063

2,978

36.42%

-0.50%

4,063

2,978

3.30%

3.08%

Barisal

356

161

120.83%

49.07%

356

161

0.29%

0.17%

122,998

96,835

27.02%

15.19%

122,998

96,835

100.00%

100.00%

Total

Sector-wise Investment
Sectors

Horizontal Analysis
Taka in Millions
2016

2015

Vertical Analysis

Variance
2016/2015

2015/2014

Taka in Millions

Composition

2016

2016

2015

2015

Agriculture & Fishing

5,982

3,769

59%

34%

5,982

3,769

5%

4%

Cotton & Textile

9,620

8,113

19%

31%

9,620

8,113

8%

8%

14,473

11,299

28%

-12%

14,473

11,299

12%

12%

Cement

1,289

2,060

-37%

179%

1,289

2,060

1%

2%

Pharmaceuticals & Chemicals

2,345

2,379

-1%

105%

2,345

2,379

2%

2%

Real Estate

8,326

9,489

-12%

25%

8,326

9,489

7%

10%

Transport

2,640

2,218

19%

23%

2,640

2,218

2%

2%

341

140

144%

-67%

341

140

0%

0%

Non Banking Financial Institutions

2,554

2,037

25%

-48%

2,554

2,037

2%

2%

Steel & Engineering

5,783

4,120

40%

65%

5,783

4,120

5%

4%

Food Processing & Beverage

9,320

8,240

13%

114%

9,320

8,240

8%

9%

Power & Energy

3,029

2,784

9%

35%

3,029

2,784

2%

3%

Paper & Paper Products

1,532

1,515

1%

6%

1,532

1,515

1%

2%

Plastic & Plastic Product

2,935

1,731

70%

45%

2,935

1,731

2%

2%

Electronics

2,797

1,524

84%

39%

2,797

1,524

2%

2%

Services Industries

3,425

2,579

33%

-4%

3,425

2,579

3%

3%

20,317

17,367

17%

13%

20,317

17,367

17%

18%

3,812

3,521

8%

12%

3,812

3,521

3%

4%

182

90

102%

114%

182

90

0%

0%

Share business

1,449

2,632

-45%

0%

1,449

2,632

1%

3%

Staff Investment

1,295

843

54%

6%

1,295

843

1%

1%

19,552

8,386

133%

-13%

19,552

8,386

16%

9%

122,998

96,835

27%

15%

122,998

96,835

100%

100%

Garments

Information Technology

Trading
Import Financing
Consumer Financing

Others
Total
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Trend of Deposit & Investment (Million Taka)
124,410
102,177

122,998

109,259
96,185

98,601

96,481
85,707

2012

96,835
84,062

2013

2014
Year

2015

2016
Deposit

Investment

Foreign Exchange Business
Total Foreign Exchange Business handled during the year 2016 was Tk. 188,549 million as against Tk. 172,074 million of
2015 registering an increase of Tk. 16,475 million, i.e. 9.57% growth. The particulars of Foreign Exchange Business are
given below:Particulars

Amount in Million Taka
2016

2015

Growth
2016

Composition
2015

2016

2015

Import

100,419

85,959

16.82%

2.66%

53.26%

49.95%

Export

84,769

82,571

2.66%

7.61%

44.96%

47.99%

3,361

3,544

-5.16%

10.44%

1.78%

2.06%

188,549

172,074

9.57%

5.13%

100.00%

100.00%

Foreign Remittance
Total

Foreign Exchange Business 2016
1.78%

Import
Export

44.96%
53.26%

Foreign Remittance
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Operating Result
Income:
Investment Income:
Total Investment Income of the Bank stood at tk. 11,154.36 million as on 31st December 2016 as against tk. 10,509.98
million compare to that of the previous year. The amount of Investment Income represents 86.04% of total income of
the year 2016 as against 86.87% of total income of the year 2015.
Non-Investment Income:
Total Non-Investment Income of the Bank as at 31st December 2016 stood at Tk. 1,810.31 million as against TK. 1,588.24
million of the preceding year, which was 13.96% and 13.13% of total income of the respective years.

Expenditure:
Profit Paid on Deposits:
Bank distributed Profit of Tk. 6,986.50 million among the Mudaraba Depositors in the year 2016 against Tk. 6,942.57
million in the year 2015 which being 62.63% of the Investment income earned from deployment of Mudaraba Fund and
69.97% of total expenditure of the year 2016 as against 71.42% of total expenditure of the year 2015.
Operating Expenses:
Total operating expenses for the year 2016 was TK. 2,998.96 million whereas it was TK. 2,778.21 million in the year 2015.
Total operating expenses was 30.03% of total expenditure in the year 2016 as against 28.58% of the year 2015.
Operating Profit:
During the year 2016, the Bank earned an amount of Tk. 12,964.67 million and spent an amount of Tk. 9,985.46 million,
resulting a total Operating Profit of Tk. 2,979.21 million which increased by Tk. 601.77 million over that of last year.
From the operating profit, Tk. 471.70 million was kept as provision for investment, Tk. 197.90 million provision was kept
for Off-Balance Sheets, Tk. 3.53 million provision was kept for other assets and then profit before tax stood total Tk.
2,306.08 million and deducting income taxes of Tk. 748.71 million, net profit after taxation stood at Tk. 1,557.37 million.
As appropriation of net profit Tk. 461.22 million was transferred to statutory reserve as per the Banking Companies Act,
1991 and remaining Tk. 1,096.15 million was transferred to retained earnings.
A summary of operating result of the bank as on December 2016 vis-a-vis the position of December, 2015 is shown below:(Amount in Million Taka)
Particulars

2016

2015

12,964.67

12,098.22

9,985.46

9,720.78

2,979.21

2,377.44

673.13

619.63

2,306.08

1,757.81

748.71

467.31

1,557.37

1,290.50

Statutory Reserve

461.22

351.56

Retained Earnings

1,096.15

938.93

Total Income
Less: Total Expenditure
Net Profit before Provision & Taxation
Less: Provision for Investment, Off Balance Sheets, Shares & others
Net profit before Taxation
Less: Provision for Taxation
Net Profit after Tax
Appropriation:
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Operating Result (Million Taka)

17,438.81
15,608.96

12,991.73

12,915.13

13,225.34

12,964.67

12,098.22

10,891.85

9,985.46

9,720.78

4,447.08
2,693.83

2,979.21
2,333.49

2012

2013

2,377.44

2014

2015
Income

2016

Expenditure

Operating Profit

Contribution to National Exchequer
Bank has made provision of Tk. 757.46 million for corporate tax in 2016 against 480.80 million in 2015. The bank has also
contributed to the economy by generating employment of 2,191 full time officials. In the year 2016, Bank has paid Tk.
1,723 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 mobilized resources of Tk. 124,409.83 million from the surplus
economic unit and deployed Tk. 122,998.38 million in 2016.
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.

Dividend
The Board of Directors of the Bank has recommended 10% Cash and 5% Stock dividend for each share for the year 2016.
Over the years, Board of Directors declared dividends out of profit to shareholders at good rates. The rates of dividend
declared by Bank since 2012 are shown below:
Year

Dividend (%)

2016

10 (Cash) & 5 (Stock)

2015

13 (Cash)

2014

10 (Cash)

2013

10 (Stock)

2012

20 (Stock)

Preparation of Financial Statements
The financial statements of the Bank prepared by the management present 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 Banking Companies Act 1991 (amended upto 2013), related Bangladesh Bank circulars,
Bangladesh Accounting Standards (BASs) and Bangladesh Financial Reporting Standards (BFRSs), 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.
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The financial statements of 2016 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. Hoda Vasi Chowdhury & Co,
Chartered Accountants appointed by the shareholders, have certified the fairness of the financial statements for the
year ended 31 December 2016.

Maintaining Proper Books of Account
Shahjalal Ialami Bank Limited maintained proper books of account for its financial transactions occurred during 2016.
The books of account have also been reviewed by the external auditor, M/s. Hoda Vasi Chowdhury & Co, Chartered
Accountants with an opinion that proper books of accounts as required by the law have been properly maintained.

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 December 18, 2016. This manual contains Risk Assessment Methodology
which has been designed to conduct 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, 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 Bank’s present and potential business growth, annual budget, performance, liquidity position, plans
and financing arrangement, the Directors are satisfied that the Bank 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
14 May 2017, they rated the Bank as AA2 for long term and ST-2 for short term. CRAB performed the rating surveillance
based on audited financial statement up to 31st December 2016 and other relevant information. The rating is valid up
to 30 June 2018.

Auditor’s Report
The Board of Directors reviewed the Auditors Report issued by the Bank’s auditor M/s Hoda Vasi Chowdhury & Co,
Chartered Accountants based on their audit of financial statements for the year ended 31 December 2016. The auditor
did not 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 Hoda Vasi Chowdhury & Co, Chartered Accountants
was the auditor of the Bank for the year 2016. As 2016 was the first year of audit and the firm is eligible for reappointment
and they have also expressed their willingness to be reappointment for the year 2017.
Section 210 of the Companies Act, 1994 gives authority to the shareholders to appoint the auditors and fix their
remuneration. Hence, the board recommends to appoint M/s Hoda Vasi Chowdhury & Co, Chartered Accountants as
the auditor of the bank for the year 2017 subject to approval of the shareholders in the upcoming Annual General
Meeting.

Future Outlook of the Bank
Going towards 2017, 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. Our Bank is confident that the above initiatives shall enable it to maintain a
stable performance trend going forward.
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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 2016. 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.
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 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

										
Engr. Md. Towhidur Rahman
Chairman
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