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The Secretary,

Ministry of Finance
Finance Division,

(Banking Wing)
Government of the People’s
Republic of Bangladesh,

D haka

Annual Report — 1983

In terms of Sub-Section (5) of Section 24 of Bangladesh Banks

(Nationalisation) Order, 1972 we have the pleasure to submit herewith the

Dear Sir,

Annual Report of the Bank together with the Profit and Loss Account and

Audited Balance Sheet for the year 1983.

Yours faithfully,

betn

(LUTFAR RAHMAN SARKAR)

.

L.

Managing Director.
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The balance sheet is being signed by the Chairman of the Board of Directors, Mr. SA. Kha
while other members of the Board are looking on

The

members of the Board of Directors are Individually signing the Balance Sheet
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‘'PROGRESS AT A GLANCE

Amount in Crore Taka

For the Year

31st December

1981

1 crore — 10 million

1 million = 10 lakh
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ECONOMIC & BANKING TRENDS

1. THE ECONOMY

The year 1982-83 was transitional in many
respects. To fulfil the preconditions for a well
rounded growth, a series of changes in and res-
tructuring of the traditional system of centripeta-
lism in administration, polity and development
planning has been carried out. Ruralisation of
the governance of the country, dispersion of the
management and control of socio-economic acti-
vities and resources at local level are a few of the
land marks of transition to a well conceived growth
of infrastructures as preconditions for develop-
ment. Under the combined efforts, unity of pur-
pose and determination, the economy has been
gradually picking up the pace against the back-
drop of stagnation and quagmire. The Gross
Domestic Product increased from 0.91% in 1981-
82 to 3.72% in 1982-83 while per capita income
increased from the negative growth of 1.7%
to positive growth of 1.2% during this period.

Since agriculture contributes more than 50%
of the Gross Domestic Products and since rest
of the sectors individually shares only a small
proportion of it, the GDP rises and falls with the
rise and fall of agricultural sector. Agricultural
production increased by 4.7% in 1982-83 from
a decline of 0.62% in 1981-82. Industrial sector
warranted an insignificant growth of 0.3% in
1982-83 as against 2.9% in 1981-82 and cons-
truction sector declined by 3.5% as against the
growth of 1% during the same period. The remain-
ing activities however, warranted positive growth
rates. Banking and insurance increased by 5.5%
in 1982-83 compared with 3.6% in 1981-82.

The rate of inflation was contained within
12% as against the average inflation rate of 27%
in the developing countries as a whole during
1982-83. The paraphernalia of preconditions
are still on the cross roads of transition. The tran
sitory phenomena of disinvested concerns in
private hands and the reactivation drive of public
sector corporations were yet to be completed.
In the external front, the aid flow suffered also a
set back. The inflation in the industrialised coun-
tries increased the value of the imports which
decreased the volume of imports in real terms
which in fact stood in the way of execution of the
planned target of investment. As a result the
industrial sector could not speed up the growth
at the expected rate. The set back in the internal
resource mobilization was the main bottleneck
in the way of absorption of foreign aid. Had all
these internal phenomena of transition been
stabilised, internal resource constraints been
removed and external flow of aid been satisfactory,
the growth rate of Gross Domestic Product would
have been much larger in 1982-83.

2. AGRICULTURE

Agricultural production increased by 4.7%
in 1982-83 as against the decline of 0.62% in
the preceding year. The increase in agricultural
production was due mainly to an increase in food
production from 143.67 lakh . metric tons in
1981-82 to 153.10 lakh MT in 1982-83 though

- it was much below the target rate of growth of

7.9% projected for the year. The main cause of
short-fall in agricultural output was unfavourable
weather conditions during the early part of the
year and pest attack.
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3. INDUSTRY :

Depressed demand for industrial products
and a reduced level of investment had depressing
effects on industry and construction sectors. The
industrial output increased only by 0.3% in 1982-
83 as against 2.9% increase in 1981-82. Cons-
truction sector declined by 3.5% in 1982-83 as
against an increase of 1% during 1981-82.
However, production of individual industries
showed differential trends of growth under
varying circumstances.

Production of cotton yarn rose by 6.37% to
1013.56 lakh |bs during 1982-83 from 952.88
lakh Ibs. produced during the preceding vear
while output of cotton cloth declined by 9.69% to
654.71 lakh yds. from the level of 724.97 lakh
yds. during the same period. Fertilizer production
increased by 9.48% to 454 lakh metric tons
during 1982-83. Extraction of Natural Gas
registered an increase of 11.34% to 2042 million
cubic metres during 1982-83. Production of both
cigarettes and matches remained unchanged at
the previous years’ level of 15778 million sticks
and 11.84 million gross boxes respectively.
Production of jute goods declined by 0.84% to
5.93 lakh tons during the year under review from
5.98 lakh tons produced during the preceding
year. Production of paper and news print declined
by 25.05% and 31.90% to 26133 metric tons
and 26741 metric tons respectively during 1982-
83 from the production of 34867 metric tons
and 39267 metric tons-in 1981-82. Similarly
production of cement and sugar declined by
6.01% and 12.14% to 306688 metric tons and
177652 metric tons respectively during 1982-83
from their production in the previous year. Dec-
line in the production of steel was the largest.
Steel output declined by 62.75% to 104593
metric tons in 1982-83 from 280818 metric tons
during 1981-82.

Shortfall in the revenue receipts and increased
expenditure in other heads severely constrained
investible resources which necessitated cut-
backs in public sector investment in industrial
sector and these two have been considered to be
the major factors for failure in industrial sector.
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4. SAVINGS AND INVESTMENT

Gross investment at current prices registered
an increase of Tk. 8563.00 crore from Tk. 3.600.00
crorein 1981-82to Tk.4,453.00 crore in 1982-83
and as a percentage of GDP it increased from
155% in 1981-82 to 16.8% in 1982-83 . This
was mainly due to an increase in savings. Gross
domestic savings during 1982-83 is estimated
at Tk. 517.00 crore compared to Tk. 460.00 crore
in 1981-82. Savings account only 2% in the
GDP. Net capital inflow at current prices in-
creased from Tk. 2,382.00 crore in 1981-82 to
Tk. 2976.00 crore in 1982-83. As percentage of
GDP they are 10.2% and 11.2% in the corres-
ponding vyears.

In 1982-83 there was further improvement
in policy environment for private sector invest-
ment. In industrial sector, the major policy change
introduced by the Government was the New
Industrial Policy (NIP) which provides for wider
opportunities for private investment with signi-
ficant additional incentives.

During 1982-83, private sector investment

- (fixed) is estimated to have been in the order of

Tk. 1167 crore. This estimate excludes non-
monetized investment and changes in inventories.

5. FOREIGN TRADE :

The balance of payments situation during
1982-83 has however, remained manageable
primarily due to depressed domestic demand
which significantly slowed down the level of
imports, while a significantly large increase in the
flow of workers” remittances helped reduce
the deficit in the balance of payments under
current account.

The international balance of payments
accounts during 1982-83 showed a surplus of
Tk.496.90 crore as against the deficit of Tk. 642.00
crore during 1981-82. The improvement in the
overall balance was mainly due to increased in-
flow under Unrequited Transfers and Capital
Accounts. Unrequited Transfers increased to
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Tk. 2996.45 crore during 1982-83 as compared
to Tk. 2132.30 crore during 1981-82. Net capital
inflow during the period was estimated at
Tk. 1373.35 crore as compared to Tk. 1302.40
crore during 1981-82.

Total imports stood at Tk. 5.697.40 crore
in 1982-83 as against Tk. 5,390.90 crore in 1981-
82 showing an increase of 5.69% .

Export receipts rose to Tk. 1,861.90 crore in
1982-83 from Tk. 1,454.50 crore in 1981-82
showing an increase of 28% . Jute and jute goods
accounted for 57% of the total export earning
during 1982-83 as against 58% last year. Total
exports of leather, fish, shrimps, frog legs and
miscellaneous non-traditional items increased to
Tk. 5495 crore in 1982-83 as compared to
Tk. 472.2 crore showing an increase of 16.37%.
These items accounted for 29.5% of the total
export during the year under review. i

6. EXPORT POLICY :

Export expansion measures were further
intensified to improve the quality and to increase
production of exportable items, to promote
export market and to provide additional incen-
tives .to exporters. The important steps in
in 1982-83 Export Policy were. (i) additional
incentives to the exporters of non-traditional
items through revision of XPL rates at 40% . 60%
and 80% of f.o.b. value of exports on value added
principle; (ii) initiation of a series of product and
supply development measures to expand the
export base of non-traditional items; (iii) arrange-
ments to provide export credit for non-traditional
items at a concessional interest rate of 11.5%
per annum; (iv) refinancing facilities for bank
loans for traditional and non-traditional export
items at reduced rates of 8.5% and 8.0% respec-
tively.

7. IMPORT POLICY :
The import policy for 1982-83 envisaged a

total allocation of Tk. 2910.00 crore representing
a cut of Tk. 40.00 crore from the level of the pre-
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vious year. Of the total allocation, Tk. 1255.00
crore was to be financed by the country’'s own
foreign exchange earnings.

In the import policy for 1982-83, free import
of certain items under OGL scheme was disallow-
ed. Items listed under commercial imports were
restructured and some of these were importable
under Wage Earners Scheme. Certain items import-
able under Actual Users’ Scheme were also
withdrawn due to the shortage of foreign ex-
change. However, importers were entitled to
import these items under Wage Earners’ Scheme.

8. MONEY SUPPLY :

The money supply situation during 1982-83
was characterised . by an expansionary trend.
Money supply (Mq=Narrow Money) increased
substantially by Tk. 493.91 crore (22.76% ) to
Tk. 2664 .05 crore during financial year 1982-83
as against the nominal increase of Tk. 0.80 crore
(0.04% ) in the preceding year. During First and
Second quarters the increases were gradual. The
increases were Tk. 90.54 crore (4.17%). and
Tk. 223.37 crore (9.88% ) respectively. During
the Third quarter ended March, 1983 Money
Supply declined by Tk. 87.36 crore (3.52%)
while in the last quarter ended June, 1983 it rose
substantially by Tk. 267.36 crore (11.16%).

9. BANK DEPOSIT :

Total deposits of all Scheduled Banks regis-
tered an increase of Tk. 1054.01 crore (27.64%)
during 1982-83 as compared to the increase of
Tk. 37558 crore (10.93% ) in the previous year.
The increase took place both in demand and
time deposits which went up by Tk. 241 .51 crore
(19.10% ) to Tk. 1505.98 crore and by Tk. 812.50
crore (31.88% ) to Tk. 3361.02 crore respectively.

10. BANK CREDIT

Scheduled Banks’ Credit increased by
Tk. 736.31 crore (16.46%) to Tk. 5209.97 crore
during 1982-83 as against the increase of
Tk. 874.10 crore (24.28% ) in the previous year.




Of the components of bank credits. advances
increased by Tk. 728.86 crore while bills
purchased and discounted increased by Tk. 7.45
crore during the year.

11. INTEREST RATE POLICY

The Bank rate remained unchanged at 10.5%
per annum during 1982-83 and there was no
basic change in the interest rate policy during
the year. However, some minor changes were
made in the following cases :

i) Rate of interest on export credit in
respect of all items of exports except
jute and jute goods was reduced from
12% to 11.5% per annum.

ii) Rate of interest on working capital
finance to the fish freezing units and

export oriented industries operating
under customs bonded arrangement
was reduced from 12% to 11.5% per
annum.

iii) Interest on call deposits was withdrawn
with effect from December 2, 1982,

12. CREDIT POLICY

The credit policy during the fiscal year
1982-83 continued to be aimed at ensuring de-
ployment of scarce bank resources in the hest
possible manner for increasing production, em-
ployment and real income. Further, both selective
and quantitative credit control and support mea-
sures were adopted having regard to the socio-
economic priorities, distributive justice, regional
balance and need for containing the inflationary
pressures.
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THE BANK’'S OPERATION

During the year 1983, Sonali Bank registered
a record progress far surpassing its past on the
ladder of time. Bank’s operational strategy scin-
tillating with skill and efficiency brought about
record achievements in all facets of its business —
in financing industries, trades and business both
big and small, in catering resources and services

to priority areas,under the myriad of programmes,

like small and petty traders, agriculture, unem-
ployed and self-employed, professionals of small
means, small, cottage and rural industries
etc. Bank’'s contributions with the single largest
profit quantum to our national exchequer and
absorption of the single largest number of labour-
force in the country are also worth noting.

1. DEPOSIT

Total deposits of the Bank including those
of the overseas branches increased by Tk. 453.59
crore (28.426 ) to Tk.2049.68 crore ason 31-12-
1983 from Tk. 1596.09 crore as on 31-12-82.
Break ups of this total are Tk. 1289.66 crore and
Tk. 760.02 crore respectively for time and demand
deposits, Tk 1609.00 crore and Tk. 440.68 crore
respectively for urban and rural areas, Tk. 1034.88
crore and Tk. 1014.80 crore respectively for
public and private sectors. The ratios between
urban and rural deposits, between public and
private sector deposits and time and demand
deposits are 1.0.27,1:0.98 and 1:0.59 respectively
ason 31-12-83.
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(Taka in crore)

As on 31st December

Types of Deposits

1982 1983

Time Deposits ‘88519  1.289-66

Demand Deposits 71090 = 760-02

Total 1,596:09 204968

Public Sector - 90083  1.03488

‘Private Sector 695-26 1.014-80

- Total  1596:09 = 2049-68

Urban 1.305-92  1.609:00
Rural 29017

- Total 159609 ' 2.049-68

2. CREDIT STRUCTURE

Total Advances of the Bank increased by
Tk. 17.87 crore to Tk. 1.701.06 crore as on
31-12-1983 from Tk. 1,683.19 crore as on 31-12-
1982. Public sector advances stood at Tk.1.015.74
crore as on 31-12-1983 as against Tk. 1,167.33
crore as on 31-12-82 and private sector advances
at Tk. 685.32 crore as on 31-12-1983 as against
Tk. 515.86 crore as on 31-12-1982.
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