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SONALI BANK

The Secretary,
Ministry of Finance,
Banking and lnvestment Division,
Government of the People's
Hepublic of Bangladesh,
Dacca.

Dear Sir.

Annual Beport - 1979

ln terms of Sub-Section (5) of. Section 24 of Bangladesh Banks
( Nationalisation ) Order,1972we have the pleasure in presenting the Annual
Reporl of the Bank together with the Profit and Loss Account and Audiled
Balance Sheet lor the year 1979.

Yours faithfully,

( K. A. RASHID )
Chairman of the Board

&
Managing Dircctor.
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PBOGRESS AT A GLANCE

1 crore : 10 millions

1 million : 10 lakhs

Amount in Crore Taka.

3l st December

For th€ Year 1975 1976 1977 1 978 1 979

Total lncome

Total Expenditure

Net ProIit

Tk.

Tk.

Tk.

23.62

15.53

8.09

Tk. 29.52

Tk_ 20.41

Tk. 9.',1 I

Tk. 36.89

Tk. 27-11

Tk. 9.78

Tk. 46.32

Tk. 39.93

Tk. 6.39

Tk. 61.09

Tk. s1.47

Tk. 9.62

Ca pital

Reserve

Tk.

Tk.

3'00

3.39

Tk.

Tk.

3.00

4.42

TK 3.00

4.67

TK

TK

3.00

5.00

TK 3.00

6.00TK TK

Deposits TK

TK

TK

332.93

215.05

397.59

Tk. 384 41

Tk. 241 .89

Tk. 589.18

Tk.466.15

Tk.362.48

Tk. 655 26

Tk.599.50

Tk. 483 30

Tk.1 052.57

Advances (lncluding Bills)
Tolal Foreig n
Exchange B usiness

Total Number of Offices

N umber of Employees

400

6989

450

8556

600

101 35

709

11744

847

13481

Tk_ 838.79

Tk.675.59

Tk.1 491 .01
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ECONOMIC A BANKING TRENDS

THE ECONOMY

The economy of Bangladesh showed slower
growth rale during the liscal year 1978-79. The
Gross Domestic product (GDP) increased by 4%
in 1 978-79 as against 7.8% in 1977-78. The decline
in growth was mainly due to unexpected fall in
production in agriculture. Agricultural output
increased only by 1 .3% during 1978-79 as against
the targetted growth rate 014.3% and actualgrowlh
oI7 4o/ointhe preceding year. lndustria lproduction
increased by 8.7% during the year 1978-79 as
against the target of 7 2%. The growth rate in
other sectors oI economy during the year was
estimated at 6% as against 8% in the preceding
year.

AGRICULTURE

Agricultural production showed only a nominal
growth and foodgrain production suffered a

setback in 1978-79 because of unfavourable
weather condition. The agricultural output in the
country increased by only 1 3% which is dismally
below the targetted g rowth rate of 4 3%1or 1978-79
and growth ol 7 4o/o duting 1977-78. The total
production of foodgrain was 131 '06 lakh tons in
1977-78, and it declined lo 129 80 lakh tons in
1978-79 which is about 1% below the 1977-78
output. While the output of Aus rice increastid by
6 35% to 33'00 lakh tons in 1978-79, the total
production of Aman and Boro declined by 4'760,$
to 92.00 lakh tons during 1978-79. The output of
wheat is estimated to have increased 10 4 80 lakh
tons in 1 978-79 as against 3'43lakh lons in 1 977-78.

Among the non-food items, the production of lute
for the year 1978-79 was 67'73 lakh bales as
compared to 52 lakh bales d uring th eyear 1977-78.
The production of tea came down by 2% during
1978-79.

The slow growth rate in production accompanied
with inflationery siti.ration created pressure on
prices. The cost of living index rose frcm 457.27
at the end of June 1 978 to 522.A5 by June, 1979
(taking 1969-70 as base year) indicating an in-
crease oJ'l 4.34 percent. The increase in internation a I

price in imponed commodities like petroleum oil

products, cotton, billets, edible oil, capital goods
etc. also attributed to the increase in prices.
Efforts were made to mobilise greater domestic
resources for development in the Annual Develop-
ment Programme for 1978-79. lt is encouraging
to note that resources available for development
increased fiom 1 9 percent in 1 977-78 to 25 percent
in '1978-79.

The overall industrial production during the year
1978-79 recorded 8.7% growth. Production ol
cotton yarn, cotton cloth, newsprint, cigarettes,
matches, steel, fertilizer, chemicals and'natural
gas largely increased during 1978-79 while that
oI iute goods, paper and board, cement, sugar. tea
and vegetable showed a decline. The fall in the
output of iute goods was mainly due to labour
unrest and power failure. Sugar production de-
creased due to fall in production of sugar-cane.
On the other hand, the production of cotton yarn,
newsprint and steel rose mainly due to adequate
supply o{ raw materials and spares. Fertilizer
production increased following the assumption
of Ghorashal Fertilizer Factory after special over-
hauling. Natural Gas extraction rose by 15 percent
to 39.265 million cft. during 1978-79 f rom 34.294
million cft. during the previous year.

INVESTMENT:

The annual Developmenl Programme for 1978-79
envisaged a total allocation of Tk. 1602.62 crores
in public sector which showed an increase of 33%
over the preceding year. The major allocations
were in : lndustry Tk. 304.02 crores, Agriculture
fk.234.41 crores, Transport Tk. 213.47 crores,
Power Tk. 197.87 crores, Flood control and Water
Resources 1k.172.53 crores, Rural Development
Tk.61 .89 crores. Priority atlention has been given
in development of rural sector.

In order to encourage industrial investment by the
private entrepreneurS the Government announced
a revised investment policy waiving maximum
ceiling on private investment. A new lndustrial
lnvestment Schedule made provision for Tk.46g

INDUSTRIES:



crores in 1978-79. Measures have also been taken
to attract foreign investment. During 1978-79, a

totalofTk.218 00 crores witha provision of Tk.93 00
crores in Ioreign exchange was sanctioned for
749 industrial undertakings as against Tk. 209 00
crores sanctioned during 1977-78. During this
period the Government also sanctioned 6loreign
private investmenl proposals involving a total
amount of Tk. 27 00 crores as compared with that
of Tk. 16 96 crotes sanctioned during 1977-78.

Sustained efforts were made in 1 978 -79 {or boosting
up exports of traditional and non-traditional
exportable goods through utilization and expansion
of existing facilities and introduction oI some new
measures. The new export promotional measures
include:--

(i) Extension ol special assistance lor establish-
ment and expansion ol export oriented and
import substitulion industries based on
indigenous raw materials.

(ii) The formation oI a Task Force under Export
Co-ordination Unit ( ECU ) to monilor
progress of the promotional measures.

The import policy for 1978-79 was announced for
the first time on annual basis instead of hall yearly
basis so that the importers may make a befier impon
planning and thereby ensure a smooth and regular
supply of imported commodities throughout the
year. Allocalions under the O.G.L. system were
raised by 50% over the allocations ol 1977-78.
Similarly. allocations towards some other items
such agcement, C.l. sheets, billets, edible oils etc.
were also raised considering the importance oI
these commodities in the national economy. Total
import's under Wage Earner's Scneme was 33'33%
higher than that of the previous year.

MONEY SUPPLY

The monetary and credit situalion of the country
during 1978-79 was characterised by a sharp
expansion in money supply, substantial increase
in credit both in public and private sectors, rise in
deposits resources and sizeable surplus in the
country's international accou nt.

Money supply recorded an increase oI Tk. 258 37
crores to Tk. 1515 05 crores during 1978'79 as
against an increase ol Tk. 225 95.crores ro Tk.
1256.68 crores during I 977-78.

Bank deposits sharply increased to Tk. 2440.44
crores as on 31 .1 2.79 as against Tk. 1 957.62 crores
as on 31 .12.78. The deposit growth during the
year reflects sustalned effons in mobilisation oI
deposits and reduced rate of growth of currency
outside banks. The increase was noticeable both
in time and demand deposits. O{ rhe totaldeposirs of
fk. 2440.44 crores, Oemand deposits were Tk.
1O22.22croresand Time depositsTk .1 418.22 crores

BANK CREOIT

Total outstanding credit extended by the scheduled
Banks recorded an expansion o{ Tk. 579.16 crores
i.e.30% to Tk.2510.03 crores as on 31-12-1979
as compared with the total credit of Tk.1930.87
crores as on 31 -12-1978.

The increase in Bank credit was due to large demand
for credit both in private and public sectors. Of
the maior items against which advances registered
increase. raw iute alone absorbed significant
volume. During rhe last two seasons.1978-79
and 1979-80, the prices of raw jute remained at
lower level. From the early part of the season
1979-80, the price recorded abnormal fall with
little buying interest. ln order to generate buying
capacity oI jule lraders to save the growers from
di$ress, the financing banks were direcled to
increase advances limit by 50% over the limits of
season 1978-79. This involved large outlay of
,unds in iute finance. The increase in credit was
recorded in other items like foodgrain on Govern-
mentAccounl, Agricultural Credit. Dyes Chemicals,
Cotton Textiles, etc.

-

FOREIGN TRADE :

(iii) Arrangements for panicipation in trade lairs
abroad, Observance ol Bangladesh Comrno-
dity weeks in some countries and opening
of display/display-cum-sales centres in the
premises of selected Missions abroad.

The actual export stood at Tk. 917 31 crores in
1978-79 as against the targel ol Tk. 900 crores lor
the year which is Tk. 176'70 crores higher than the
actual expon of Tk. 740'61 crores during 1977 -78.
The major exports contributing to our earnings
include iute goods, raw iute, hides and skin, tea,
frozen lood etc.

BANK DEPOSITS :
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CREDIT POLICY

The credit policy pursued by Bangladesh Bank
durinq 1978-79 continued to be aimed ar utilizing
the available resource with the banking system 10
meet the genuine credit requirements of the
economy, particularly the preferred sectors,
lmportant measures taken during the year include
the following -

(i) Wilh a view to reducing the dependence of
industrial enterprises on banks borrowing,
banks were advised to make gradual reduc-
tion-

(ii) Effective from the 20th July, 1978 banks
were allowed to provide credit facilities to
oil mills against finished products and
locally produced oil seeds, subject to 50%
margin requirement. The period of adjust-
ment in case of tirst one was raised from 20
days and for latterone was relaxed ,rom 30
days to 45 days wirh eflect from the 1sth
March, 1979.

(iii) Effective from the 17th July, 1978, margin
requirement of advances against all kinds
of general merchandise for the purpose of
internal trading. except raw jute, was raised
from 50% ta 60%. Margin requirement on
such advances under small loan scheme,
however, contin ued at 50%.

(iv) For improvement in rhe liquidity position of
banks, Bangladesh Bank had advised the
banks in February, 'l979. not to sanction any
new credit limit except to the priority sectors.
Banks were also directed to charge penal
interest rate for u nsatisfa ctorily conducted
accounts at the rate fixed by Bangladesh
Bank.

(v) The banks were allowed to make advances
to members of the stock exchange against
funds in foreign currency accounts/AIPS
under Wage Earners' Scheme upto full
Taka value thereof at official rate oJ exchange,
subject to adjustment within 30 days from
the date of relative advances.

(vi) Ba nks were allowed to extend creditlacilities
to the salt growers as per prescribed norms
under the salt procurement programme of
the Government.

(vii) An additional allocation of Tk. 2.40 crores
was made under the specia lcredit programme
for small and cottage industriese raising
the total allocation from Tk.6-00 crores to
Tk. 8.40 crores.
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THE BANK'S OPERATIONS

The Bank's operations during the year 1979 were
characterised by a higher growth in deposits and
other business. The perlormences showed all
round improvement to mark 1979 a year of record
progress.

The Bank was able to maintain its leading positaon

both in branch coverage and in opelational dimen-
sion.

Keeping in line with its avowed policy ol parti-
cipating in mass banking needs, the Bank has
given priority attenlion in setting up rural branch
network. Despite physical handicaps and opera-
tional hazards, rural banking programme has been

undertaken as a challenge, to the need oI time

D E P OSITS

The Bank's deposit inluding the deposit of overseas
branches as on 31-12-79 stood at Tk. 83879
crores as against Tk. 599'50 crores as on 31 -1 2-78.
The Bank achieved deposit growth of 39'91
percent. out of the total deposits, Demand
Deposits were to the extent ofTk. 446.27 crores.

The comparative position of the deposit structure
will be reflected from the rollowing analysis.

Deposits from rural branches stood at Tk. 117 96
crores which was 14 06 percent of the total
deposils-

CREDIT OPERATION

Total advances of the Bank rose to Tk. 675.59
crores as on 31-12-79 as against Tk. 483.30 crores
as on 31-12-78 which reflects an increase of Tk.
'192.29 crores representing 39.79 percent. The
sectoral break up of advances indicates that the
public sector advances during the year rose to
Tk. 477.88 crores and that of the private sector
increased to Tk. 1 97.71 crores as against Tk. 343.1 2
crores and. Tk. 140.18 crores respectively during
the corresponding period of 1978.

Keeping in line with the credit policy of Bangladesh
Bank, the priority needs in various sectors were
given due consideration. Despite resource cons-
traints in relation to increased demand for credit
the productive secto,s in industries, agriculture,
rransportation, housing and others were provided
with credit for their genuine needs. Export
oriented industries and commercial exponers
were encouraged with all possible facilities. ln
fact, the background behind our leading position
in handling about 40% volume ol country's total
expons is our realistic credit policy.

'I 978 % of total
deposits

1979 % oftotal Deposit

Time Deposit

Demand Deposit

Total :

Public Seqtor

Private Sector

Tk. 253.82

Tk.345.68

42.34

57.66

392.52

4I,6.27

46.80

53.20

Tk. 599.50 100.00 838.79 100.00

5A'32

41 .68

531 .07

307 .72

63.31

36.69

Total TK s99.50 100 00 838.79 100.00

,

I

I

i

Tk.349.64

Tk. 249.86



The distribution of credit to some ol the maiol sectors,

which will reflect the progress are shown below :-

1976

31st December

1977 1 979

House Building

Small lndusties

(ln crore Taka)

13.16 19.18

29 37 30.53

125.47 't 39.36

37.14 62-53

4.52 3.33

1 0.53 12.10

5.30 6.43

166.67 193.1 9

81 .04 200.31

13.53

3.O7

70.48

3.71

1 .74

3.71

99.10

18.52

17.74

1.61

79.70

8.43

2.16

5.95

1.78

94.00

29'00

20.84

41.03

97.60

23.74

2.5A

7.85

5.40

142.18

18.56

0.1 5

1.00

o.42

1 .06

1.70

1.00

Total ; 2't5.05 241 .49 362.48 483.30 675.59

JUTE FINANCE

The Bank maintained itstraditional leading position
in Jute Finance. Jute advances as on 31.12.79
stood at Tk. 139.36 crores as against fk. 129 47
crores as on corresponding period of preceding
year. The increase was 7'64 percent over the
previous year's advances. The advances to Jute
lndustries were to the tune of Tk. 75.69 crores and
that to jule trade amounted to Tk. 63.67 crores.

During the season 1979-80 there was no active
buying intere$ lrom overseas market. As a result

The Bank's Small Loan Programme lor financing
Small Trade and lndustries was maintained with
due attention to the priority needs. The targets
and norms fixed by Bangladesh Bank in this regard
were maintained by the Bank.

1975

Short Term Loans :

1 978

3.50

2.60

4.32

4.31

Sugar Mills

Cotton Mills E Textile Corp.

Jute I Jute Goods

Agriculture

Transport

Small Loans

Tobacco

Trade I Commerce,

Others

Long-Terms Loans :

Baw jute market during the season 1978-79 was
not active and there was large carry over of stock.
Although the unusual draught during a few months
of the year 1979 was apprehended to have adverse
effect on Jute crop, rhe growth, subsequently
improved and the production was normal.

the prices, particularly in lower grade quality
remained abnormally low.

ln order to generate buying capacity to the traders
and mills,to save the growers from distress.the B ank
had to grant increased limits to traders which were
50% above the previous year's limits. This raised
the tota lvolume ofjute adva nces to a heavy increas-
ed amount. Due to slow disposal ofjute the out-
slandings in jute finance could not be reduced
even at the end of season.

SMALL LOANS :



I
The total loans granted lor {inancing Small Trade
and lndustries recorded an increase ol 14.g1
percent from Tk. 10 53 crores as on 31 .12.79 to
Ik. 12.10 crores as on 3'l .12.79. The number of
loanees under the programme rose from 21,575 in
1978 to 21,628 in 1979. Besides Sma Trade
and Industries, the Bank has provided assisrance
to allclasses ol people in various occupations such
as Rickshaw pullers, Tailors, Blacksmiths, Carpen-
ters and other self-employed persons. ln financ-
ing Small and Cottage lndustries, the Bank has
giyen due emphasis on assistance to the underdeve -
loped areas. The Small lndustries Department
set up at Head OIfice has been assisting new entre-
preneurs in project formulation and development
of entrepreneurial potential in rural and semi-
urban areas.

As incentive to the educated un-employed youth
Bangladesh Bank has also undertaken, in co-
ordinalion with Nationalised Banks. Bangladesh
Small and Cottage lndustlies Corporation (BSCIC)
and Bangladesh Management Development
Centre, an entrepreneurship training and credit
programme. Under this programme the Bank
has extended linancial assistance to those entre-

preneurs under small loan schemes lor setting up
of small induslries in their respective areas.

FINANCING OF SMALL AND COTTAGE
INDUSTRIES:
Under the special programme of Tk. 6 crores for
financing Small and Cottage lnd ustries by commer
cial Banks. our Bank has financed 374 units in
different parts of the country involving a total sum
of Tk. 1.59 crores upto 31 .12.79 as against 164
units providing a total amount of Tk. 77 lakhs upto
31.12.78. ln consortium arrangement with
BSCIC the Bank has received a cash Foreign
Exchange allocation of Tk. 1.75 crores in 1979 as
against Tk.150 crores in 1978. Under this
arrangement the Bank has saoctioned 11 units for
total cost of abour Tk. 1 -25 crores in 1 979 as against
I units tor total cost of Tk. 1 .42 crores in 1978.

AGRICULTURAL CREDIT :

The total outstanding agricultural credit as on
31 .'12.79 rose to Tk. 62.53 crores as against Tk.
37.14 crores as on 31 .12.78 showing an increase
of 68.36 percent. The distribution of credit in
some major items will be reflected in figures given
below:-

Schemes & Programmes
Limit sanctioned

1977 1978 1979
Outstanding as on

31.12.74 31.12.79

Lo€ns to farmers through IRDP Co-
operatives (for production ol PaddYl
crop).

Loans to J ute growers undel Bangladesh
Jute Project disbursed to Directorate
ol Agriculture.

Loans to Sugar cane growers through
Sugar Mills
Loans to farmers under Direct Financing
Scheme.
Loans under Tk. 100 crore Special Agri-
cultural credit Programme (SACP)

Other crop loans in TACCA aleas (wheat,
potatoo. lobacco, pules, Oil-seeds etc)

Loans to Fisherrnen

Fresh Water Fishery

Fishery loan under Tk. 100 crore programme

Others

6.97 'I 4.55 21 .43

100 6.75

5.39

o.12

1't.45

2.',t 3

0.34

10.25

7.49

25.45

3.08

(Fig ures in crore taka)

10.84 17.72

2.18

5.98

o-17

16-59

1.10

o.28

0.34

11.51

1 .61

5.90

735

0.52

27 .O4

1 -88

0.49

0.92

0.3'1

0.56
1.03

0.33
0.20

Total : 21-43 40.73 69.82 37.14 62.53
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