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A PROFILE IN PROGRESS

Amount in Crores

For the year

31st December

1972 1973 1974 1975

Total Income Tk. 552 Tk. 1030 Tk. 1484 Tk 23.62
\/Teél Expenditure Tk. 5.28 Tk. 822 Tk. 1172 Tk. 1553
Net Profit Tk. 024 Tk 208 Tk 312 Tk 8.09
Capital Tk. 2.00 Tk. - 3.00 Tk. 3.00 Tk 3.00
Reserves Tk, — Tk. 0.09 Tk 0.88 - Tk. 3.39
Deposits Tk.173.13 Tk. 21026 Tk. 223.92 Tk. 332.93
Advances (Including bills) Tk. 85.37 Tk. 128.98 Tk. 167.70 Tk. 215.05
Total Efreign Exchange Business Tk. 4240 Tk. 130.71 Tk. 155.74 Tk. 397.59
tal Pretax Profit Tk. 052 Tk 249 Tk 398 Tk 9.70
Total number of Offices 274 306 359 400
Number of employees 4708 5460 6294 6989

1 crore = 10 millions
10 lakhs = 1 million.
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REPORT OF THE CHAIRMAN AND MANAGING DIRECTOR

We take great pleasure in presenting the Annual
Report and audited Accounts of our Bank for
the year ended 1975, in terms of Sub-Section(5)
of Section 24 of the Bangladesh Banks'
(Nationalisation) Order 1972. During the year
the Bank made an all time record profit of
Tk. 8,09,33,797/- which together with a carry-
over of Tk.1,00,636/- stood at Tk. 8,10,34,433/-
which has been apportioned as under :—

1. Provision for Taxation Tk. 5,05,62,055
2. Transfer to Reserve Fund Tk. 2,51,20,345
3. Transfer to Benevolent _
Fund Tk. 3,50,000
4. Transfer to Government
Account (in terms of Tk. 50,00,000
Sec. 25 of the above order)
5. Carried forward to
" Balance Sheet Tk. 2,033
Total Tk. 8,10,34,433

This figure appears among others highlighting
our operations on the previous page.

Backdrop—1975

Whatever the events contrary to it, the year 1975
is a significant one for the initial signs of recovery,
specially during its 3rd quarter, from the worst
recession which our global economy has ex-
perienced since World War Il. This was possibly
due largely to the easing of tensions in the
Middle East as also the cessation after 30 years
of the Vietnam War in the Far East.

There was also a marked upsurge and triumph
among at least eight African and Asian nations
which gained freedom from colonial rule for
a better way of life. This trend has increased
consumer demands in the emerging countries.

Then again, the decisions taken by the OPEC
nations for a long-term freeze in oil prices, with
Lybia reducing hers by June 1975, have tended
to stabilize price levels in the industrialized
countries.

The stalemate, however, at the United Nations
special session held in mid-September, for



attempts to secure minimum consensus towards
a new international economic order, has
dampened spirits of the Third World countries
for a fair deal in their relations with their richer
neighbours.

Looking at the monetary changes, we find that
by early January 1975, the IMF decided to
replace gold by S.D.Rs, just one day after the
official gold price was abandoned by the United
States with the dollar turned into a floating
currency, and by June 1975, the World Bank
was in a position to assure a $7 billion expendi-
ture on poverty. The vital problem of imba-
lances, however, continued for the developing
economies. Their trade gap is indeed so large,
that the burden for debt servicing is reportedly
increasing at the rate of 18% annually for the
non-oil-producing raw-material exporting
countries.(1)

Our Economy

Bangladesh was no exception to all the above
influences among emergent developing countries.
Problems of national security and economic
discipline have during its last four months of
the year culminated in a purge of the administra-
tion and the introduction of Martial Law. As
end results Jute, the mainstay of our economy,
has regained its markets abroad, while at home
prices of essential consumer goods have started
a decline. The cost of living index for the Dacca
middle classes at 430.28 in the previous year
were thus down to 376.12 in December 1975,
while the consumer price index for industrial
workers at Chittagong receded from 360.05
to 342.86, during the same period. These trends
were largely due to improvements in both
agricultural and industrial sectors.

Agriculture
In the agricultural sector the Government conti-

nued its policy of maximising the production
of foodgrains to save on the expenditure of

foreign exchange. The Swanirbhar (self-reliance)
programme had already been started. With
better discipline, production of paddy and
wheat during 1975-76 has increased sharply
to 130.00 and 2.18 lakh tons respectively, from
111.09 and 1.15 lakh tons of the last fiscal
year. Owing to the previous year's glut in the
jute market caused by a decline in foreign
demand for our products with a high cost of
production, much of the acreage under jute
was diverted for production of paddy. There
was higher output in almost all items in the
agricultural sector. Production of jute also
showed improvement by 4 lakh bales over the
last fiscal year's production of 39 lakh bales,
with better yield per acre indicating better
cultivation methods. Production of sugarcane
had however, gone down from 66.35 lakh tons
in 1974-75 to 58.86 lakh tons in 1975-76 and
tea from the all-time peak level of 70.92 million

Ibs. to 66.20 million Ibs. for climatic and other-

reasons.(2)
industry

Industrial production in Bangladesh showed
a mixed trend during the year 1975. Despite
the fall in the loomage, restricted supply of raw
jute and consequent production of jute manu-
facturers, favourable trends in foreign jute prices
owing partly to the energy crisis affecting its
substitutes, caused the earnings from export to
be maintained at higher levels.

Among others, the output of a number of
industries, such as cotton yarn, chemicals,
paper, matches, newsprint, cigarettes, cement
etc., registered improvements, while the output
of tea, steel and cotton cloth declined.(3)

Fertilizer showed decline due to the interruption
in production of the Ghorasal Fertilizer Factory
since the previous year, but by the year-end of
1975 it was fast pulling up its tempo.
Performance in the overall manufacturing
sector had remained unsatisfactory due to acute

{1) Observations of the Commonwealth Economic Experts.
(2) Bangladesh Economic Survey : Ministry of Finance.
(3) Economic Indicators of Bangladesh : Ministry of Planning.




shortage of raw materials and spares for most
of the year, until bank credit and imports were
both relaxed in the last quarter.

According to the planning commission our
Gross Domestic Product rose by 11.4% during
the fiscal year 1975-76 as against the rate of
2% rise recorded in 1974-75. Our non-develop-
ment revenue surplus is also 2 to 3 times better
than the previous year. On the development
side, however, our basic requirements have
forced dependance on foreign loans and grants
which rose over 50% from Tk.442.01 crores
to nearly Tk. 700 crores, apart from the forced
deficit financing which rose from 6.29 crores
in the previous fiscal year to Tk. 99.92 crores
during 1975-76.

Bangladesh economy had thus continued to
be infiluenced by inflation caused both by highly
priced food and industrial goods imported from
abroad, as well as heavy deficit financing
carried on at home since the past years, pri-
marily based on Keynesian theories aimed
at reviving a post-liberation economic activity
which, however, did not materialise.

As could only be expected, the creation of money
far in excess of the level of over all production
or the supply of goods had accordingly resulted
in the increase of overall prices by more than
300% (4)

Control Measures and Money Supply

The First corrective measure from this position,
was thus, to effectively introduce disinflation.
The next, despite such disincentive to produc-
tion, it was necessary to substantially raise the
level of production through proper disciplines
within the country, and finally, in relation to
our foreign trade, it was essential to adopt a
realistic view of our exchange rates so ‘that
‘exports could be promoted meaningfully. All
these steps were carefully planned and imple-
mented during- the year under review through
the Bangladesh Bank.

On 7th April. 1975 demonetisation of the 100 Taka

" disinflationery  measures

note was undertaken with a view to temporarily
sterilize the purchasing power available with
the public, while totally immobilizing the black
money used by unscrupulous persons to finance
hoarding and smuggling. This measure provided
considerable relief in the price of food-grains
particularly noticeable at the end of the vyear,
and as already shown, in a fall in the living index.
Soon after this measure, on the 19th May, 1975 the
exchange value of the taka was fixed at Tk. 30/-
per pound sterling. Due to the constant infla-
tion and steep erosion in the purchasing power
of the Bangladesh taka, the best portion of our
exports went across the borders through
smuggling rather than the normal trade channels.
With the refixation of the taka to its normal
market price, trade channels were again
opened to genuine exporters and the Govern-
ment also abolished its Home Remittances
Premium Scheme and the 30% Exchange Tax.

The Bangladesh Bank also made relaxations
with effect from at 24th Sept., 1975 in its selective
control policy for advances through the banking
system in order to boost economic activity for
productive ends.

To clear the atmosphere for investment still
further the Government came forward with
announcements in December 1975 declaring
stages of compensation to shareholders of
specified nationalized industries, and raised
the private sector investment ceiling from Tk. 3
crores to Tk. 10 crores, while doing away
altogether with the provision of 15 years’” mora-
torium before nationalisation.

As a result of the deficit financing by Government
on the one hand as referred earlier and the
adopted by . the
Bangladesh Bank on the other during the first
half of 1975, money supply showed considerable
fluctuations.

The effect of demonetisation was - palpably
visible right from April 1975 in the currency
outside Banks which influenced a net fall of
Tk. 24.59 crores by December 1975, since the
previous closing.. With the growth of Demand

(4) Bangladesh Bank :

Annual Report,
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Deposits, however, discounting the seasonal
withdrawals which brought levels down below
the December 1974 figures, the overall influence
on Money Supply was an increase by Tk. 89.87
crores from the past year to December 1975.
Simultaneously, the steady overall increase in
the Time Deposits indicate a downward stabi-
lization of the money supply base, apart from
reflecting the increased public confidence in
the new economic trends which were set into
play during the last quarter.

Banking Progress

A study of the total deposits from December
1974 to December 1975 shows an over all
increase by 15898 crores at Tk. 1,124.51
crores. This increase is contributed by an
increase .in Demand Deposits by Tk. 114.46
crores at Tk. 649.46 crores dand in Time Depo-
sits by Tk. 44.52 Crores at Tk. 475.05 crores.
Credit on the other hand grew during this
period from Tk. 988.84 crores to Tk. 1,085.03
crores indicating an increase by Tk. 26.19
crores which is made up from increase in
advances by Tk. 55.92 crores to stand at 919.40
crores and under bill purchases by Tk. 40.27
crores to stand at Tk. 165.63 crores. This
produces an overdrawal credit/deposit ratio of
1.04, to balance which scheduled banks
borrowed from the Bangladesh Bank to the
tune of Tk. 186.31 crores.(5)

The number of branches of scheduled banks
within the country increased from 1581 to
1684 during the year making a net increase
of 103. of these the nationalised banks in-
creased their branches from 1414 to 1510 i.e.
by 96.(6)

Our Performance

As would appear from the Profit and Loss account
and Balance Sheet, highlights of which precede
this Report, the Bank has made considerable
progress during the year under review. lts
gross earnings went up from Tk. 14.84 crores
to Tk. 23.62 crores in 1975 recording an
increase by 59.16%. The total expenditure
rose from Tk. 11.72 crores to Tk. 15.53 crores

(5) Bangladesh Bank : Scheduled Banks" Statistics—

December, 1976.
(6) Bangladesh Bank :* Economic Trends—June, 1976.

producing a corresponding increase by 41.04%.
The pretax profits rose from Tk. 3.98 crores to
Tk. 9.70 crores making an increase of Tk. 4.11
crores and was due to rise in over-all business.
The percentage of establishment expenses which
stood at Tk. 4.96 crores in relation to the fund
based revenue standing at Tk. 9.65 crores works
out at about 52%. The percentage of net profit
at Tk. 8.09 crores to a gross income standing
at Tk. 23.62 crores, comes to 34.25%. These
are in fact good indicators worked out from
the Balance Sheet, and compare favourably
with our national standards.

Deposits

In real terms the Bank stepped up its deposits
from Tk. 223.92 crores to Tk. 332.93 crores
during the year, representing an increase by
Tk. 109.01 crores or by 48.69%. This has been

Croras

DEPOSITS  ANALYSIS
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very creditable and was due to strenuous efforts
exerted at every level. As a result when
compared to figures of the previous year our
current account deposits increased by Tk. 107.45
crores to Tk. 228.35 crores, savings deposits
increased by Tk. 4.39 crores to stand at Tk. 60.13
crores, while fixed deposits figured a slight
decline of Tk. 1.83 crores to steady at Tk. 44.45
crores.

Advances

There was considerable increase in the lending
operations of the Bank during the year. The
total of all advances including Bills Purchased
and Discounted rose from Tk. 167.70 crores
to Tk. 215.05 crores in December 1975, record-
ing an increase by Tk. 47.35 crores or 28.23%.
The percentage of advances in relation to
deposits which had stood at 74.89% in
December 1974 figured at 64.60% in December
1975, due to a spurt in deposits shown above
as against credit ceilings imposed by Bangla-
desh Bank. The bulk of this credit went to
the public sector, which consumed Tk. 177.95
crores (including Bills purchased and Dis-
counted). Commoditywise, the share of
advances against jute mills and jute trade was
by far the largest, and rose from Tk. 67.13
crores to Tk. 70.49 crores during 1975. Besides
this, the Bank catered to the credit needs of
most of the sugar mills, and outstandings stood
at Tk. 13.53 crores as against merely Tk. 6.54
crores of the previous year.

Within the overall -figures of Tk. 215.05 crores,
Bills Discounted and Purchased rose from
Tk. 24.10 "crores to Tk. 55.86 crores, showing
an increase by Tk. 31.76 crores against the
previous year's increase of Tk. 13.80 crores.

Our private sector
improvement and steadied at Tk. 19.21 crores
and were directed primarily to the jute trade,
inland transport and agricultural sector, besides
other trades and industries.

Small Loan

The Bank also continued its policy of financing
the small ‘man. The total number of loanees
advanced under the schemes, rose from 2863
in the previous year to 4639 during the year.

In september, Bangladesh Bank fixed for each
commercial bank a small loan target of Tk. 1
crore to be disbursed to small businessmen
by the quarter ending December 1975. We not
only fulfilled the target within the time limit
but also exceeded the same. The recovery
performance in this sector by the year end was
also found to have improved considerably.

.Agricultural Finance

Sonali Bank has continued in its leadership
among commercial banks in the finance of
agricultural crops, conducted mainly through
the medium of Thana Central Co-operative
Associations for growing paddy. Limits sanc-
tioned during the year amounted to Tk. 11.47
crores as against Tk. 3.66 crores in the provious
year, showing an increase by Tk. 7.81 crores that
is 213.28% as against increase by 103% of the
previous year. The total outstandings at the
end of the year stood at Tk. 3.71 crores as
against Tk. 1.54 crores in December 1974 in
the order shown below, and indicate good
recovery performance.

TABLE

As on 31.12.75

Limit Outstanding

1. Jute 0.90 crores 0.28 crores
2. Paddy 5.07 ., 246
3. Tobacco 025 ” 025
4. Sugarcane 5.07 ” 066
5. Potato & Wheat. 0.18 ” 0.06

11.47 crores 3.71 crores.

The number of Thana Central Co-operative
Associations financed during the year rose to
155 and the total number of farmers benefited

advances aléo showed; stood as high as 1,32,383 during 1975.

It would be seen that besides assisting the grow
more food programme in the output of paddy
and rice, the Bank has made considerable
headway in helping cultivators of jute, tobacco,
sugarcane, wheat and potato mainly through
approved agencies.

Foreign Exchange Dealings

Under a reorganisation plan initiated by the
Government, the Sonali Bank took over the
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business and functions of the branches of the
Pubali, Janata and Uttara Banks in the U.K
between the period from March to May 1975.

The Bank made considerable progress in its
foreign exchange transactions in every category.
Overall improvements by way of letters of
credit opened or advised and foreign gurantees
issued rose respectively from Tk. 216.31 crores
and Tk. 2.35 crores in December 1974 to
Tk. 274.11 crores and Tk. 2.84 crores respec-
tively for the year ended 1975. In terms of
actual business handled, import bills spurted
from Tk. 83.23 crores to Tk. 277.56 crores and
Export Bills negotiated rose from Tk. 66.35
crores to Tk. 91.16 crores. From the above
position our overall commitments increased
from Tk. 218.66 crores to Tk. 276.96 crores
and actual business handled during the vyear
rose from Tk. 153.38 crores by 259.22% to
Tk. 397.59 crores. We are exploring ways and
means to further improve on these results,
specially under the Government’s present policy
of export promotion. During the year ended
1975 the overall remittance outwards on per-
sonal and Bank accounts went up to Tk. 163.99
crores, while overall remittances inward figured
at Tk. 32.56 crores.

The present policy of encouraging private sector
ownership of industries is likely to foster earn-
ings from Foreign Exchange Business still

further, and in order to be of further utility to
our customers we started a Dacca-Sylhet TP
line on 31st January, followed by Dacca-
London Telex line on the 3rd March 1975. An
additional Dacca-London TP line was com-
menced with effect from 21st October 1975.

We have during the year further increased the
number of our foreign correspondents to 84
while covering now 69 countries of the world,
as against 77 correspondents covering 54
countries during the last year.

Specialised functions

We continued to act as the exclusive agents of
Bangladesh Bank and conducted Government
Treasury operations at 47 stations along with
maintenance of currency chests and sub-
chests at 51 centres. As a result, the Bank

also acts as the Bankers Bank for managing
clearing houses and providing free remittances
under the Remittance Facilities Scheme to all
schedule banks of the country at all the above
centres except Dacca, Chittagong, Khulna and
Bogra where such functions are carried on by
the Bangladesh Bank themselves.

Beyond this, arrangements continue for collec-
tion of various specified taxes and revenues
from the public on behalf of Government, even
at non-treasury branches.

Organisational changes

Since the Nationalisation Order 1972, although
provisions were there for a Board of Directors, it
did not exist. The Board of Directors consti-
tuted by the Government in January 1975,
held its first meeting in the Board Room of the
Bank on the 11th February 1975. During the
year the Board held nine meetings.
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Branch expansion was maintained during the
year for extending banking facilities mainly to
the rural areas through agiicultural financing
and mobilizing the savirgs of local farmers.
The Bank opened as many as 41 new offices
during the year of which 6 were located in
urban and 29 in Semi-urban and rural centres
apart from the 6 taken over in the U.K., thereby
bringing the total upto 400 branches within
the country and abroad, as against overall 359
reached in 1974. Of this total number of
branches, 136 are in urban and Semi-urban
areas, 256 in rural areas and 8 are located
abroad.

Such large scale expansion in the network of
Branches all over the country has necessitated
further decentralisation of business and financial
powers within permissible limits as approved by
the Board, to ensure expeditious disposal of
work. Towards this end decision was further
taken to increase the number of Regional Offices
in the next year's programme, along with the
revival of the Training Institute to meet the
training requirements of our new employees.

Staff Management
The staff strength on regular pay rolls increased

by 695 during the year and stood at a total of
6989 in December 1975.

With the full functioning of the Bangladesh
Institute of Bank Management under way, as
many as 74 of our newly recruited or promotee
Officers underwent training courses with them
during 19765.

In the end, we place on record our indebtedness
for the understanding, co-operation, encourage-
ment and guidance which we have continuously
received from the Bangladesh Bank and the
Government throughout the year. Qur thanks
are also due to the numerous constituents, big
and small, who have contributed to our pro-
gress, as we look forward to serving them
better in the years ahead. We further take
this opportunity to express our appreciation
for the high sense of loyalty, unstinted devotion
to duty and courage with which all categories
of our officers and staff have painstakingly
striven for improving the image of the Bank,
and achieving the results which in our short
history speaks eloquently of their performance.

K.A. Rashid
Dacca, Chairman of the Board
31 July, 1976 and Managing Director

SONALI BANK



