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

(Nationalisation) Order, 1972, we have the pleasure to submit herewith
the Annual Report of the Bank together with the Profit and Loss

Account and Audited Balance Sheet for the year 1885.
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The Secretary,

Ministry of Finance,
Finance Division,

(Banking Wing)
Government of the People's
Republic of Bangladesh

e
~ &
aegagesetasel CHH A
Segegecetete eSe2e2e20802020 80
Sefetefetetetatedatedetatedetetedates e RO




ing

Head Office Build




BOARD OF DIRECTORS

As-on 31st Dec-85-

Chairman
S.A. KHAIR

Directors: _

ASHRAFUL HAQUE

A. K. M. MOSHARRAF HOSSAIN
'CHAWDHURY A.K.M. AMINUL HAQUE
..BA-233 COL. MOHAMMAD AZIZUR

= . REHMAN, PSC.

‘MIRZA ABOO MANSUR
‘M. A. SATTAR

Secretary :

Present Board of Directors

Chairman : .

‘M. KERAMAT ALI

Directors :

A. A. QURESHI

A K.M. MOSHARRAF. HOSSAIN b
BA-287 BRIGADIER M: SAKHAWAT

"HUSSAIN, PSC..

M: MASHUQUR RAHMAN

. MIRZA'/ABOO MANSUR

SIDDIQUE MIAH

@ Sonali Bank, Head Office. Dhaka Bangladesh
P.O. Box: 147, Cable: Ganabank, Telex: 642644 SDBBJ

PR S




The balance sheet is being signed by the Chairman of the
Board of Directors, Mr. M. Keramat Ali while other members
of the Board are looking on.
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‘ PROGRESS AT A GLANCE

Amount in Crore Taka,

| _ 31st December
{ | ) For the year ]
J 1981 1982 1983 1984 1985

1 (one) Crore = 10 Million
1 {one) Million = 10 lakh.
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A PROFILE IN PROGRESS
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ECONOMIC & BANKING TREND

The Economy :

The Economy of Bangladesh
during 1984-85 showed a depre-
ssing trend of growth as compared
to the growth -of the economy
during 1983-84. Though the
world economic growth during the
period got momentum with subs-
tantial increase in global produc-
tion in both industrial and agricul-
tural sectors due to marked decli-
ne in international oil price and fair
weather condition, Bangladesh
economy could not achieve the
targeted growth due to decrease in
agricultural and livestock produc-
tion caused by devastating flood
and unsatisfactory performance of
the industrial sector. The adverse
impact of weather conditions cou-
pled with some external factors
was responsible for the sluggish
growth of the economy. Agricul-
tural production was hard hit by
severe flood throughout the coun-
try and the industrial production
was much below the targeted level
as the industrial production could
not keep up the pace due to
frequent power failure, closure of
some factories for overhauling
and transitional phenomenon of
disinvestment and denationaliza-
tion which are yetto be completed.
The government continued to pro-
vide liberal facilities and incentives
in order to stimulate expansion of
private sector. Allout efforts were
made to increase industrial output
by widening the scope of private
investment, simplifying the sanc-
tioning procedures and providing
legal protection to foreign invest=
ment.

In the foreign sector though
there were substantial increases in
export receipts due to increase in
export prices, the strains on bala-
nce of payments and foreign ex-
change reserves continued to in-
crease due to increase in imports,
marked decline in wage earners
remittances, unsatisfactory forei-
gn aid disbursement and increa-
sed repayments in respectoflong-
term and medium-term loans.
Though the terms of trade impro-
ved a bit due to rise in prices of our
exports, balance of payment reco-

rded a deficit of Tk. 260.00 crores
during 1984-85 as against a sur-
plus of Tk.584.6 crores due to
marked deficit in balance of trade
particularly on merchandise acco-
unt and substantial decrease in
wage earners’ remittances. The
debt servicing liabilities howerver,
improved a bit reducing from

18.86 during 1983-84 to 18.64
during the year under report. The
foreign exchange reserves with
Bangladesh Bank including the
reserves with IMF declined to US $
399.0 (Tk.1117.6 crores) million
atthe end of June, 1985, from U.S.
$ 540.0 million (Tk. 1360.4 cro-
res) at the end of June, 1984. Due
to appreciation of U.S.$ ininterna-
tional market, Bangladesh Taka
was depreciated to Tk.28.00 from
Tk.25.20 per dollar and in the

open market it depreciated to
Tk.31.27 by the end of June 1985
from Tk.27.74 at the end of June,
1984, despite substantial support
operation by Bangladesh Bank
through sale of foreign exchange

in the market. The Official excha-
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nge rate between US dollar and
Bangladesh Taka stood at
Tk30.4758 per dollar as on
31.12.85 as against Tk.25.6999
as on 31.12.84.

Despite stringent monetary &
credit policy, money supply and
credit expansion continued to re-
cord high-and the rate of consu-
mers price indices for middle
class families in Dhaka was
calculated at 10.94 percent du-
ring 1984-85 as against an
increase of 9.67 percentin 1983-

The gross domestic product
(GDP) as a measure of economic
growth was estimated to grow by
3.8 percent during 1984-85
which is much below the targeted
growth rate of 6.0 percentand the
actual growth of 4.2 percent duri-
ng 1983-84. The shortfall in over-
all GDP growth was attributable to
pocr performance of agricultural
sector which grew by 2.8 percent
compared to 3.6 percent in the
preceding year and unsatisfac-
tory growth of industrial sector by
5.1 percent compared to 6.9 per-
cent in the preceding vyear.” Growth
in power and gas sector declined
to 17.6 percent during the year
under report from 20.1 percent
during 1983-84. Though the ex-
port trade & transport sector grew
by 5.6 peicent during 1984-85
against the growth of 4.8 percent
during the preceding year, the
growth of other sectors lumped
together remained almost stagna-
nt. Calculated on the basis of the
prices prevailing in 1979-80 per
capita income increased by 1.7
percent during the year under



report compared to 2.0 percent
during 1983-84.
Agriculture :

The growth in agricultural
sector decreased to 2.8 percent
during 1984-85from 3.6 percent
during the preceding year. At
1979-80 prices the contribution

of agricultural sectortoGDP decli-

ned to 51.03 percentfrom 51.52
percent in the previous year. The
production of food grain at
160.86 lakh tons during 1984-
85 was. only 2.4 percent higher
than the actual production of
157.13 lakh tons during 1983-
84 and 3.7 percent lower than the
target of 167.0 lakh tons. The
widespread damages caused by
severe flood was responsible for
this poor growth in agricultural
sector.

Industry :

The industnal sector during
1984-85 registered a lower grow-
th rate of 5.1 percent as compared
to the appreciable growth of 6.9
percent during 1983-84. Inspite
of sluggish growth in industrial
sector, the contribution of this
sector to GDP increased margina-
lly to 8.7 percentin 1984-85 from
8.5 percent in 1983-84.

However, production of differ-
ent individual industries showed
mixed trend of growth under va-
rying circumstances. As per re-
port of the Planning Commission,
production of cotton yarn rose by
11.09 percent to 14 23 lakh Ibs.
during 1984-85 as compared to
1281 lakh Ibs. produced during
the preceding year. Output of
cotton cloth also increased to
1,116 lakh yards during the year
under report from 760 yards du-
ring 1983-84 showing a growth
of 46.84 percent . Steel produc-
tion remained stagnant at 78

thousand metric tons. Paper and
news print production registered
a significant growth by 56.06
percent to 103 thousand metric
tons during the year as compared
to 66 thousand metric tons pro-
duced during 1983-84. Produc-
tion of cigarette and matches
during the year under reportincr-
eased by 2.40 percent and 2.48
percent to 15,800 million sticks
and 124 lakh gross boxes from
15,430 million sticks and 121
lakh gross boxes respectively
produced during the preceding
year.

Petroleum product declined by
3.42 percent to 960 thousand
metric tons during the.year as
compared to 994 thousand metric
tons in the preceding year. Due to
disruption of power supply and
closure of factory for overhauling,
production of chemical fertilizer
declined to 775 thousand metric
tons from 817 thousand metric
tons in the previous year showing
a negative growth of 5.14 percent.
Production of cement recorded a
decline of 12.59 percent to 250
thousand metric tons during
1984-85:from 286 thousand me-
tric tons:produced during 1983-
84. Jute goods production further
declined by 1.71 percent to 5.75
lakh tons during the year under
report from 5.85 lakh tons against
a decline of 2.82 percent during

-the previous year. Sugar produc-

tion continued to decline over
years and during the year under
report production in this sector
declined substantially by 41.72
percent to 88 thousand metric

tons against a decline of 16.74

péréent during the preceding year
Savinggand Investment :

Gross domestic investment at
current pri¢e stood at Tk.5880.00
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ciores in 1984-85 as compared
with Tk.5084.0 crores in the pre-
ceding year recording an increase
of Tk.806.00 crores and as per-
centage of GDP. it increased to
16.23 percent during 1984-85
from 16.17 percent in 1983-84.
Gross domestic savings in the
period under report recorded an
increase -of 30.96 percent over
1150.0 crores during the prece-
ding year. The gross domestic
savings was 4.15 percent of the
GDP during 1984-85 compared
to 3.66 percent during 1983-84.

‘In order to expand the industri-
al base of the country particularly
to accelerate the industrial invest-
ment in the private sector, the
government sought to enhance
further range of incentives for
investments in addition to the
continuance and adoptions of va-
rious measures initiated under the
new investment policy of 1982.
Total investment in the private
sector stood at Tk. 479.18 crores
including a foreign exchange com-
ponent of Tk.241.09 croresfor 918
industrial units sanctioned & regis-
tered by the government.

Foreign Trade

The overall balance of pay-
ments showed a deficit of Tk.
260.0 crores during 1984-85 as
compared with the previous year
which showed a surplus of Tk
584.:6 crores. Increased deficit in
balance of trade, decreased in-
flow under unrequited transfers
and increased debt repayments
were mainly responsible for dete-
rioration in balance of payments.
Receipts undc. unrequited trans-
fers decreased to 2861.S crores
in 1984-85 from Tk. 3217.1 cro-
res in the preceding year. Net
capital inflow however increased
to Tk 1208.8 crores from



THL
b
Sonali Bank

Tk.1166.4 crores during 1884-
85. In addition to the interest
payment of US dollar 71 million
made by the country repayment of
foreign aid during 1984-85 stood
at U.S. $ 110 million.
Deficit on merchandise

A/c. during the year further incre-
ased to Tk. 4352.7 crores from Tk.
3817.8 crores during 1983-84
due to larger imports.

During 1984-85, imports
stood at Tk.6873.8 crores which
was Tk. 1004.5 crores (17.1%)
higher than those during the pre-
ceding vyear.

Export receipts rose to Tk
2521.1 crores in 1984-85 from
Tk. 2051.5 crores in 1983-84
showing an increase of Tk. 469.6
crores (22.9%). Jute and jute

goods accounted for 58.37 per—

cent of the total export earnings.
Total exports of leather, fish,
shrimps. froglegs. ready-made
garments and other miscellane-

‘ous items increased to Tk. 902.5

crores from Tk. 708.8 crores
during 1983-84 and accounted
for 35.80 percent of the total
export earning compared to
34.65 percent of the preceding
year.

Export Policy :

The export policy for 1984-85
was designed to meet the need of
foreign exchange for financing
increasing imports of the country.
In order to increase the export
earnings, emphasis was made on
diversification and expansion of
exports as well asimprovement of
bilateral trade relations with fri-
endly countries.

To expand the export base of
non-traditional items, a series of
product and supply development
measures were spelled out in the

export policy for 1984-85. Some of
these were (i) reduction of interest
rate on export credit from 9.0
percent to 7.0 percent on the
earnings from non-traditional
exports beyond target (ii) allocation
of 60 percent XPL to garment
industries producing exportable
garments by using locally made
cloth, (i) provision of a new slab of
100 percent in the XPL list for
export of certain commodities
having high export potential; (iv)
reduction of licence fee from Tk
10.000 to Tk. 1,000 in order to
liberalise the export of jute carpet;
{v) imposition of restriction on 100
percent foreign joint investment in
respect of production of pant, shirt,
jacket and knitwear in the country
(including export Processing
Zone); (vi) provision of entertaining
the first application for export credit
of small and new exporters; and (vii)
withdrawal of ad-valorem excise
duty on packet tea and extension of
100 percent XPL on the same.

Import Policy

The import policy for 1984-85
envisaged a total allocation of Tk.
4351.00 crores which ‘was hig-
her by Tk. 841.00 crores {23.96
percent) than the allocaion of Tk.
3510.00 crores for 1983-84.

To make the import policy for
1984-85 more realistic liberal
and production—oriented, a
number of steps were taken.
Some of these are : (i) simplified
provision for import of those ne-
cessary items which were neither
produced locally nor incorpora-
ted in the previous import list; (ii)
provision for increased allocation
to private sector with a view to
enabling it to play more effective
role in achieving a self—reliant
economy; (ili) inclusion of phar-
maceutical and export-oriented
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industries in the priority list; (iv)
decision to import technology in
the shape of bringing synthesiser
machine with its design and sam-
ple; (v) decision to discontinue
the issuance of permit by CCI & E
against import under WES and
replacing it by LCA system; (vi)
allowing import of complete capi-
tal machinery by wage earners
working abroad without L/C by
direct remittance and (vii) deci-
sion to liberalise 25 items, restrict
8 items and ban 13 items.

Money Supply

The objectives of monetary
policy during 1984-85 were to
meet the credit need of different
sectors of the economy to en-
hance opportunities for employ-
ment, production andrealincome
keeping the money supply and the
price level at a safer limit.

Money and banking sector of
the economy during 1984-85
was characterised by limited ex-
pansion of money supply, incre-
ase in deposit and credit as well
and slight fall in liquidity ratio.
The credit/Deposit ratio of the
scheduled banks which stood at
0.77 as on 30th June 1984
increased to 0.81 as on 30th
June, ‘85. Money supply (M1)
increased to Tk. 4231.8 crores
during 1984-85 from TK. 3550.0
crores during the preceding year
showing an increase of Tk. 681.8
crores (19.2 percent) compared
to an increase of Tk. 875.2 crores
(32.7 percent) during the prece-
ding year. Of the components of
money supply currency outside
banks went up by Tk. 166.5
crores (10.7 percent) to Tk
1722.9 crores from Tk. 15656.4
crores during 1983-84 and de-
mand deposit increased by Tk.
515.3 crores (25.8 percent) to Tk.



