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SONALI BANK

15th May, 1978

The Secretary,

Ministry of Finance,
Government of the Peoples’
Republic of Bangladesh,

Dacca.

Dear Sir,
Annual Report — 1977

In terms of Sub-Section(5) of Section 24 of Bangladesh Banks
( Nationalisation ) Order 1972 we have the pleasure in presenting the
Annual Report of the Bank together with the Profit and Loss Account
and Audited Balance Sheet for the year 1977.

Yours faithfully,

( K. A. RASHID)
Chairman of the Board
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PROGRESS AT A GLANCE

Amount in Crore Taka

31st December

For the year 1973 1974 1975 1976 1977
Total Income Tk. 1030 Tk. 1484 Tk. 2362 Tk. 2952 Tk 36-89
Total Expenditure Tk. 822 Tk. 1172 Tk. 1563 Tk. 2041 Tk 2711
Net Profit Tk. 2:08 Tk. 3'12 Tk. 8:09 Tk, 9141 Tk 978
Capital Tk. 300 Tk 3-00 Tk. 300 Tk. 300 Tk.  3-00
Reserves Tk. 009 Tk. 088 Tk. 339 Tk 442 Tk 467
Deposits Tk. 210-26 Tk. 223-92 Tk. 332-93 Tk. 38441 Tk. 441-98
Advances (Including Bills) Tk. 128-98 Tk. 167-70 Tk. 215-05 Tk. 241-89 Tk. 357-84
Total Foreign Exchange Business Tk. 130-71 Tk. 155-74 Tk. 35769 Tk. 589-18 Tk. 655-26
Total number of Offices 306 359 400 450 600
Number of employees 5460 6294 6989 8556 10135

1 Crore = 10 millions

10 lakhs = 1  million

In the year 1976 figure of Foreign Exchange transactions (Remittance) Included Tk. 90 crore which was actually not clients’' transaction. The
figure has been corrected in amount shown against “Total Forelgn Exchange Business” end against Inward Remittance in Foreign Exchange Business

(Chapter=11). In the Graphic Analysis the figure of 1976 remained unamended for which the increase of volume of Foreign Exchange Business of 1977

has not been properly reflected.




A PROFILE IN PROGRESS
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CHAPTER

I

ECONOMIC & BANKING TRENDS

THE ECONOMY

The economy of Bangladesh passed through ups
and downs in the year 1976-77. The benefits
of stable growth in 1975-76 continued upto the
Calendar year 1976. With satisfactory food
stocks in the hands of Government and the people,
stable prices continued upto the end of January,
1977. The cost of living index which stood at
366 (taking base year as 1970-71) by the end of
the year 1975-76 increased to 420 in July, 1977.
Lower monetary income from low prices of
1975-76 plagued the economy for some months
Whereas it was expected that the
limited to 5% the actual
The Government took
Restrictions

of the year.
price rise would be
increase exceeded 9%.
various measures to increase supplies.
were imposed on the export of some sensitive
items. The G.D.P. increased to 3% as against
expected growth of 5% and actual growth rate
of 9-7% in the year 1975-76.

Agriculture contributed 57% of G.D.P. It
had some serious set-back and could not maintain
its stable growth rate. Production in Aman
Crop in 1976-77 was than the target
because of unfavourable weather conditions. The
Boro Crop failed to give the expected yield due
to untimely early floods which seriously damaged
the crops in major growing areas like Sylhet and
Mymensingh districts. The early monsoon and
excessive rainfall was unfavourable to the growth
of Jute for which the production target could not
be achieved.

lower

recorded a significant
growth of about 9.1%. Despite shortfall from
the expected target in the import of Industrial
raw materials, spares and capital goods, the pro-

Industrial production

duction in running units were activised. The
growth in trade services was substantial. The
export performance exceeded the target. Other

sectors of production like Power, Water and Gas,
Transport and Communication, Housing etc.

recorded improvement over the previous year's
performances.

The Food situation in the country went through
several phases during the vyear. In the initial
period, the stock position was satisfactory and
the projection for production and aid imports
gave no cause for concern. But due to production
set-backs, the prices started rising. The incentives
to farmers by way of increase in pracurement
prices also produced an impact on the food

prices. Government, however, took adequate
steps to replenish food stocks by import of
1,560,000 tons from country’s own resources.

The position showed a significant improvement
by the end of the year 1977. The Aman Crop
production was better throughout the country.
Prices started falling with the harvesting season.
The Government procurement target of 5 lac
tons of Aman Rice (1977-78 season) is expected
to be fulfilled.

The development programme was formulated
in the Annual fiscal budget considering the
strategies and priorities for different sectors of
production. The matters of quicker output,
progress of backward regions and growth of
export oriented industries received due attention.
The development programme was planned to be
implemented in every possible mobilisation of
domestic and foreign resources.

AGRICULTURE :

The agriculture sector is enjoying top priority.
The major goals are to increase output in food
grains, output of export crops and the supply
of raw materials for domestic industries. To
achieve the objectives, the development plan
envisaged a combination of seed based technology,
irrigation and increased use of fertiliser and other
inputs. Other facilities of storage, transportation
and marketing arrangements are also provided.
Jute acreage is projected to increase to 18 lac
acres. Production of tea, sugarcane, tobacco




and potato is projected to increase substantially.
High yielding variety seeds are also being supplied
for increase of production of other crops like
oilseeds, pulses, wheat etc. The development
efforts planned by Government towards infrastruc-
ture like irrigation, drainage, flood barrage etc.
are well supplemented by encouraging response
from people. The relief available from donor
countries and utilised in the “Food For Works
Programmes’ have made substantial contribution
towards development of agriculture. Voluntary
works programmes participated in by people of
all walks of life had shown commendable
achievements.

INDUSTRIES :

The programme for development in the
industrial sector is designed to raise the growth
by maximum use of the existing capacity and
completion of new proiects. The priorities are
given to industries using domestic raw materials

AGRICULTURAL - 1974-75
Aus Rice(in Tons) 28,568,965
Aman Rice 60,00,000
Boro Rice 22,49,680
Wheat 1,14,870
Sugar Cane 66,34,795
Tea " 31,661
Raw Jute (Bales) 40,00,000
INDUSTRIAL :

Jute goods (Long Tons) 4,44,306
Paper " ” 29,020
Newsprint 28,684
Sugar 98,465
Fertiliser (M. Tons) 74,053
Cotton Yarn (Bales) 2,28,000
Cotton Cloths (Yards) 8,46,10,000

From the production statistics given above
it will appear that agricultural production decreased
in some items, particularly the food crops. The
industrial production showed increase which
rather contributed to the growth of G.D.P.

MONEY SUPPLY :

Money supply registered increase from
Tk. 1070.10 crore as on 31.12.76 to Tk. 1253.41
crore as on 31.12.77. The increase was due to

and those producing goods for export. Less
developed areas are given special facilities for
setting up new industries. The Government
policy for disinvestment of small and medium
sized units to Private Sectors continued to be
maintained. Special emphasis has been given
to set up small and cottage industries in rural
areas. The rural electrification programme is
expected to facilitate the setting up of small and
cottage industries. Heavy industries like those
of Cotton Textile Mills, Fertilizer Factory and
others are being set up and developed in the
Public Sector. Under the Scheme of Balancing
and Modernisation the existing Jute Mills are
being further developed.

PRODUCTION

The production in major agricultural and
industrial commodities during the fiscal vyear
1976-77 and those of the previous years are
given below :-

1975-76 1976-77
32,30,100 30.11,435
70,45,100 69,05,5680
22,85,580 16,560,125

2,114,728 2,565,358
58,86,190 64,01,065

28,929 33,558
45,00,000 48,93,310
4,77,921 4,89,700
18,812 23,903
20,261 15,349
86,789 1,40,012

2,86,163 2,95,122

2,15,000 2,06,000

7,43,21,000 6,81,23,000

increase both in currency outside banks and
scheduled banks demand deposits. The expansion
of domestic bank credit both in Private and Public
Sectors which showed an increase of 28.89%
and operations of government fiscal policy are
causative factors. The expansionary impact of

these factors on money supply was moderated,
to some extent, by a higher growth of Time
Deposits with banks during the year
showed an increase of Tk. 319.10 crore.

which



FOREIGN Ex. BUSINESS ANALYSIS
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THE BANKING SYSTEM

In the overall growth of our economy,
agriculture plays a vital role. The development
of agriculture is vitally linked with rural develop-
ment. The role of the banking system is significant
by its participation in the development programme.
The Banks' role in mobilisation of rural savings
and deployment of the same for productive uses
has been considered to be an effective means to
build up production oriented economy. The
programme for expansion of commercial banks’
branch network has been broadbased to cover
geographically down to each wunion in rural
areas. This has resulted in accelerated expansion
of bank branches. In the end of the year 1976
the total number of bank branches was 1718
which has been increased upto 2388 by 31.12.77.

CREDIT POLICY :

The Credit Policy persued by Bangladesh
Bank during the year provided for certain relaxa-
tions in credit restrictions and extension of credit
facilities to some preferred sectors as under :-

(i) Banks were requested to extend credit to
the housing sector upto the extent of
1% of their total demand and time liabili-
ties for construction of both residential
and commercial buildings.

(i) Credit to the transport sector for purchase
of new trucks, buses, auto-rickshaws
and water transport was targetted upto
1% of deposits.

Minimum targets were fixed for national-

(i)

ised commercial banks for allowing
small loans. Preference was given to
rural and semi-urban areas and self-

employed people like black smiths, wea-
vers, Cobblers, potters, rickshaw pullers,
artisans and painters. The limits set for
small loans per party was Tk. 50,000/-
for trade and business and Tk. 1,00,000/-
per party for Industries.

(iv) Some new items were brought under
credit facilities like (a) loans against
Warehouse Receipt issued by Bangla-
desh Warehouse Corporation (b) loans

to salt crushers.

(v) Advances were being allowed to govern-
ment licensed private foodgrain dealers
against the security of Rice and Paddy
since December, 1976. Such advances
were restricted subsequently when
foodgrain prices started rising, to check
speculative trade in foodgrains.

(vi) Marginal requirement of 50% was re-
imposed from March, 1977 for advance
against locally produced vyarn and

synthetics.

Bangladesh Bank continued to allow refinance
facilities to Banks upto eligible limits in terms
admissible under the existing system.

BANK DEPOSITS :

Bank Deposits (excluding Inter-Bank items)
recorded an increase from Tk. 1373.38 crore as
on 31.12.76 to Tk. 1659.38 as on 31.12.77 which
is 20.83%. The trend in growth of deposits
towards upward movement was mainly due to
increase in economic activities in various fields.
The branch expansion also made significant
contribution to deposit building.

BANK CREDIT :

The Public Sector continued to absorb a
large percentage of the total volume of Bank
Credit during the year. The demand for credit
both in Public and Private Sectors has been

increasing. The general rise in prices of raw
materials and spares for industries and the
increased commercial and industrial activities of

Private Sectors attributed to the increasing demand
for Bank Credit.

The outstanding Bank Credit as on 31.12.76
including Bills Purchased and Discounted was
Tk. 1234.83 crore which was increased to
Tk. 1591.63 crore as on 31.12.77. The total
increase was Tk. 356.80 which is 28.89% in-
crease over the credit of previous year. The
volume of credit expanded steadily.

FOREIGN TRADE

EXPORTS :
viding

The Government policy for pro-
incentives for exports was maintained.

The promotional measures include :-




(i) establishment of ““Export Houses" at home
ana abproad,

(ii) participation in international export fairs
for display of products,

(ili) display of products in Export Fairs within

the country,
(iv)

(v) addition of 17 new items to the list of
export performance licenses,

granting of loans from banks at easy terms,

(vi)

operation of the Export Credit Guarantee
Scheme.

Export target for the fiscal year 1976-77 was
fixed at Tk. 564 crore. The actual export earnings
have beer substantially higher at Tk. 707.20
crore, exceeding the target by Tk. 143.20 crore.
This reflected an increase of 25% over the exports
of Tk. 551.68 crore during-the year 1975-76. The
major export earnings were from raw jute, jute
goods, hides and skin, tea, processed fish, news-

print, paper and paper products, manufactured
goods of various types and other commodities.
The non-traditional items made a significant

contribution.

IMPORTS : The import policy aimed at expand-
ing Industrial output and boosting the country’s
exports. To ensure larger utilisation of Industrial
capacity the imports of raw materials and spare

parts were liberalised. The major imports are
financed from country’'s own foreign exchange
earnings and from foreign grants and loans.
The imports under Wage Earner's Scheme
continued to maintain the trend of steady
increase.

In January - June 1977 shipping period
total imports financed from the country’'s own
resources were to the tune of Tk. 318 crore and
those financed from foreign Aids and Grants
were to the extent of Tk. 140 crore. Imports
under Wage Earners’ Scheme was Tk. 46 crore
against the original target of Tk. 35.50. crore.
In July-December 1977 Shipping period the
allocation for imports from own resources was for
Tk. 356.06 crore and that from Aid's and Grants
was Tk. 187.35 crore. The Wage Earner’'s Scheme
imports were for Tk. 55.41 crore. The import of

certain consumers goods like yarn, dry chillies
and salt absorbed the substantial portion of the
funds under Wage Earrier's Scheme.



