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Sonuli Bank

The Secretary,
M inistry of Finance,
Fin an ce Division,
( Ban king Wing)
Government of the PeoPle's

Republic of Bangladesh,
Dha ka .

Dear Sir,

ANNUAL REPORT_ 1986

January 18, 1988

Yours faith{u lly,

(A UR ESH I)

Managing Director

ln terms of Sub-section (5) of Section 24 of Bangladesh Banks

t Urii"""il",i- ) Order, 1972, we have the pleasure to submit

herewith the Annual Report of the Bank together with the Profit

;;;;;. A""ornt and Audited Balance Sheet {or the vear 1 986'
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The Balance Sheet is being singed by the Chairman of the Board of Director Mr_ M
of the Board are looking on.
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For the Year

Total lncome
Tolal Expenditure
Net Profit

PROGRESS ATA GLANCE

31st December

Amount in Crore Ta ka

1 984 1985 1 986

TK

TK

TK

Tk.
TK,
Tk.

Tk.
Tk.
Tk.

1982

191 46
14336
48.10

1983

210.55 Tk.
'I 60.t 0 Tk.
50.45 Tk.

Tk. 333.30
Tk. 28339
Tk. 49.9'l

254.38
199.15

55 23

384A8
338.94

45.94

Capital
Reserve

3 .00
9.70

Tk.
Tk.

4.00
2314

4.00
23.7 4

TK

TK

3.00 Tk.
15.70 Tk.

3,00 Tk.
21 .74 rk.

Tk.
Tk.

Deposits
Advances ( lncluding
Bills Purchased)
Tolal Foreign
Exchange Business

Tk. 1 ,59609

Tk. 1,683.19

rk.2.28248

Tk. 2,049.68

Tk. 1 .701 o6

Tk.2.385.62

Tk.2,70312

Tk.2,21228

rk. 2.495 20

Tk. 3,457.60

rk.2,754.1?

Tk.2.930.50

Tk.3.835.32

Tk. 2.927 .15

Tk. 3,1 60.10

Number o{ Employees
Total Number of
Oflices

17,707

1 055

21 ,337

1214

24,420

't233

25,271

1245

25,785

1254

1 (One) Crore
1 (One) Million =

'10 Million
10 Lakh.
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A PROFILE IN PROGRESS
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THE ECONOMY

The economy of Bangladesh during 1985-86, the
year ol launching the Third Five Year Plan displayed
satisfactory performances in the prevailing national
and international environmenl. The global economic
growth which have gathered momentum during
1 984, failed to maintain the same pace during 1985-
86 despite fall in interest rates, energy prices and
also of development in overall inllationary situation.
The developed countries which have suffered
depression during the past failed to arrest lhe same
despite various intensive protective measures taken
in the iorm of bolh tariff and non-tariff barriers. ln
the back drop of this situation, the economy oI
Bangladesh grew by 4.01 percent during 1985-86
as compared with the average economic growth oI
G .D .P by 6.5 percenl of the poor developing coun -
tries of the world.

Though the Government continued to provide
liberal incentives and facilities vide tax relie{, rebate
in case of income and capital gains tax to companies
under New lnvestment Policy, 'l 982 and substantial
policy modifications wele made within the policy
packages adopted in the 3rd Five Year Plan bringing
about overall and structural improvement in the
industrial sector particularly lor expansion of private
seclor, the industrial production was much below
the targetted level due to frequent power {ailure,
labour unrest and the transitional phenomenon of
dasinveslment and denalion a lisation which were
yet to be complete.

The total money supply, liquidity position and the
credit expansion works were conlained at around
the planned level by slringent monetary and credrt
policy, and also the rate oJ inflation decelerated to
9.95 percent {rom 10.94 percent oI the preceding

Year
ln the toreign sector though the balance of pay-

ment recorded a surplus of U.S.$ 46 million due to
reduced imports payment and increased wage
earner's remiltances, terms o, trade delerioraled by
24.45 percenl over 1984 85 due to substantial
decline in export praces.

Total import payment interms of U.S. Doilar
decreased to $ 2364 million in 1985-86 from U.S

$ 2647 miltion in 1984-85. The export earnings also
decreased by U.S. S 62 million from U.S. $ 971
million to U.S. $ 909 million during the year. The

ECONOIVIIC A BANKING TREND

decline is mainly due to decrease of the prices of
jule and iute goods as well as of tea in the inter-
national market.

However, total foreign exchange reserve including
the reserve with IMF increased to US$ 476 million
during the year under review from U.S-$ 395 million
in 1984-85. The gross disbursement of foreign aid
as against a total commitment of U.S.$ 1662 million
during 1985-86 stood at U.S.$ 1306 million com-
pared to U.S.$ 1 267 million disbursed during the
preceding year. The country had to pay an amount
of U.S. dollar 189 million lor servicing {oreign debt
compared to U.S.$ 1 81 million paid during the
preceding year and the debt-service export ratio
increased to 2308 percent during the period under
review from 18.M percent during 1984-85. ln
order to restore competitiveness in the world
market, dollar-Taka exchange rale was depreciated
to Tk. 30.30 per dollar al the end of June 1986
Irom Tk. 27.50 at the end of June 1985. ln the
secondary market also the dollar Taka exchange
rate was depreciated from Tk. 31 .28 per dollar at
the end of June 1985 to Tk. 33.1 6 per dollar at the
end of June 1986.

The gross domestic product as a measure of
economic groMh was estimated at 4.01 percent
during 1 985-86 (at 1984-85 constant {actor cost)
as compared to 38 percent during preceding year.
The GDP groMh was mainly altributable to agri-
cullural production which recorded a growth of
4.08 percent while industrial production recorded a

poor performance showing a growth of 1 .2 percent.
Among the other componenls of GDP electricity,
power and gas sector registered a growth of 84
percent, construclion sector 7.09 percent, housing
seclor 5.6 percent,public service sector 826 per-
cent, transport and communicalion sector 4.12
percent while trade and other service sector had a

growlh of 3.09 percent during 1985-86.

AGRICULTURE

Agricullural production as a whole increased by
4.O8 percent during 1985 86 as compared to 2.8
percent during the preceding year and lhe contri-
bution of agricullure lo GDP at 1984-85 constanl
Iactor cost inc.eased by 51 percent during lhe year
under review from 50 percent during the preceding
year. Total lood grain production at 160.79 lakh

,i
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tons remained almosl stagnant at the previous
year's level. The increase in the production o{ rice
by 4;17 lakh metric tons to 150.37 lakh metric tons
was olfset by a decline in the production of wheat
by 4.22 lakh metric lons 10 1042 lakh metric tons
during '1985-86 fiom'14.U lakh metric tons in the
preceding year.

IN DUSTRY :

Production in the dilferent industrial Sub-sectors
during 1985-86 showed a mixed trend of growth
under varying circumstances. While some of the
leading industries like jute, cotton yarn and cotton
cloth and sugar showed a declining trend of growth
some olher industries like cement, chemical Ierti-
lizer, petroleum etc. recorded encouraging growth
rates during the year.

Jute. goods production declined to 4.90 lakh
tons during the year under report lrom 5.73 lakh
tons during 1984-85 recording a decrease oI 14.49
percenl. Sugar production came down by 5.68 per-
cent to 83 thousand metric tons during 1985-86
from 88 thousand metric tons during the preceding
year. Production of cotton yarn and cotton cloth
declined by 64 percent and 4.8 percent 10 1187
lakh pounds and 597 lakh meters respectively dur-
ing the year under review from 1268 lakh pounds
and 627 lakh meters respectively in 1984-85.

Production of cement increased by 21 .67 per

cent to 292 thousand metric tons during 1985-86
fiom 240 thousand metric tons produced in the
preceding year. Output of chemical fertilizer recor-
ded an increase of 1 8 .1 1 percent from 806 thousand
metric tons during 1984-85 to 952 thousand metric
tons during the period under report. Paper and News
print production went up by 6.59 percent to 97
thousand metric tons during 1985-86 from 91

thousand metric tons produced in the preceding
year. Petroleum production increased Irom 943
thousand metric tons during the preceding year to
949 thousand metric tons in the year 1985-86 re-
cording an increase of 0.64 percent. Production of
cigaretles and matches went up by 2.73 percent and
8.53 percent to 14,753 million sticks and 140 lakh
gross boxes respectively during 1985-86 {rom
'14,361 million sticks of cigarettes and 1 29 la kh
gross boxes of matches produced in 1984-85.

Gross domestic investment at current prices
during 1985-86 increased to Tk. 6547.0 crores lrom

Sonali Bank

Tk. 6008.0 crores in the preceding year and as per
centage of GDP it marginally decreased to 17.0 per-
cent from 17.3 percent. Gross domestic savings
during the period under report increased to
Tk. 1835.0 crores from Tk. 1462.0 crores during
1984-85 recording an increase of 2551 percent.

The Annual development programme for 1985 86
envisaged total public sector development outlay
ol Tk.4095.54 crores as compared to Tk. 350842
crores in the preceding year indicating an increase
of Tk.587 .12 crores (1 6.73 percent).

ln the private seclor, a total of 1,1 11 induslrial
units weresanctioned and registered during'1 985-86
with a total investment outlay of Tk.684.76 crores
including a foreign exchange componenl of
Tk. 359.24 crores as compared to 918 industrial
unitssanctioned with a total in vestment of Tk.479.1 8
crores, including a foreign exchange compoenent
ot fk.241.09 crores during 1984-85.

FOREIGN TRAOE :

The overall balance oI payment recorded some
improvement recording a surplus of Tk. 1 37I crores
during 1985-86 as against a def rcit ot Tk. 248.2
crores in the preceding year. The deficit in balance
of trade was reduced by Tk.4 2 crores to Tk. 4348.5
crores in 1 985-86from Tk.4352.7 croresin 1 984-85.
The improvement in overall balance of payment was
mainly due to reduced delicit in balance of trade,
increase in private .unrequited transfer to Tk. 1 569.3
crores from Tk.1033.7 crores and increase in capital
inflow to Tk. 1635.6 crores during the year under
report from Tk. 1324O crores during the preceding

Yea{ .

During 1985-86 import payment increased by
Tk.1 91.3 croresto Tk7065.1 croresrrom Tk. 6873.8
crores in the preceding year.

Export receipts rose lo Tk.27'l 6.6 crores during
the year under report lrom Tk.2521 .1 crores in the
preceding year showing an increase of Tk. I95.5
crores (7.75 percent) .Jule and jule g oods accounted
for 50.30 percent of lhe total export earning in
1 985-86 compared to 58.37 percent in the preced-
ing year. Total earnings lrom the export of non-
traditional items e.g. leather, fish, shrimps, froglegs,
ready-made garments and other miscellaneous
items increased lo Tk. 1350.1 crores during the year
under review lrom Tk. 1049.6 crores in 'l 984-85 and
accounted lor 49.70 percent of the total export
earnings compared to 35.80 percent in the preced ing
year.

SAVINGS AND INVESTMENTS ;

13
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During 1985'86 exporl target was lixed at

Tk.2655.00 crores indacalang 1 8.63 percent increase
over the target ol the pleceding year. The export
policy {or the year was designed to meet the increas-

ing need of foreign exchange to finance the coun-
1ry's import and to minimise the gap between import
and exporl. With a view lo increasing export
earnings, emphasis was given to diversification and
expansion of expon as well as improvement of
bilateral trade relations wrth other countlies.
The export policy ror 1985-86 embodied some new
measures viz. withdrawal ol export cess from non-
traditional items, introduction of Export Perfor-
mance Benefit (XPB) inslead of erstwhile XPL/l EC,

withdrawal of export duty on tea and provision of
cash foreign exchange for expansion, moderaniza-
tion and balancing of export oriented projects.

IMPORT POLICY :

Total allocation for the import poiicy during
1985-86 was envisaged ar Tk.4ti20.o crores which
was 6.18 petcent higher than the allocation of
Tk. 4351 .0 clores in the preceding year. The import
policy during '1985-86 was characterised by in-
creased provision for private sectol industries,
introduction ol a new lmport Control Order instead
of ITC order of 1979 and enhancement ot import
permit lee.

MONEY SU PPLY

The objective o{ monetary policy during 1985-86
was to finance various productive acttvities tn

order to enhance the opportunilies lor employ-
ment, production and real income maintaining
the price level at a reasonable limit.

The money and banking sector of the economy
during 1985-86 was characterised by lowa ex-
pansion of money supply, decrease in the rate of
expansion ol deposit as well as credil. The credil/
deposil ratio of the scheduled banks as on 30th
June 1986 stood at l :083 as compared to 1:0.81
as on 30th June, 1985. Money supply (M) in-
creased by Tk. 69.1 crores to Tk. 4927.9 crores
during 1985-86Irom Tk.4231 8 crores recording
an increase of 164 percent as compared to an
increase of 19.2 percent during the preceding
year. Of the components ol money supply during
the year under report currency outside ban ks went
upbyTk. 230.2 crores (134%) to Tk.1953.1

crores from f k.'1722.9 crores and demand deposit
by Tk.465.9 crores (18.6 percent) to Tk.2974.8
crores from Tk.2508.9 crores in the preceding
yea r.

BAN K DEPOSIT

Bank deposit during 1985-86 recorded a lower
growth rate of 1 7.9 percenl as compared to 29.0
percent in 1984-85. Total ban k deposits increased
by Tk.15734 crores to Tk. 10384.5 crores during
1985-86 from Tk. 8811 .1 crores in the previous
years. The shares of demand and time deposit
in the total deposits were Tk. 29743 crores
(28.6 percent) and Tk.741O.2 crores (71 .4 per-
cent) respectively recordang an increase ol
Tk.465.6 crores (18.6 percent) and Tk. 1107.8
crores (17.6 percent) respectively over the
preceding year.

BANK CREDIT:

The outstanding level of Bank Credit (excluding
inter bank items) of the scheduled banks increased
by Tk. 1778.6crores (19.8 percent) to Tk. 107634
crores during 1985-86 as againsl an increase o, Tk.
2248.1 cror* (33.1 percent) in the preceding year.
Of the components of ban k credit advances increased
by Tk. 1885.7 crores and bills purchased and dis-
counled increased by Tk. 107.1 crores representing
22O percent and 259 percent increase respec-
tively over the preceding year.

Bank rate which was raised irom 11 O0 percent
ro 11 .25 percent per annum wilh efiect from Sep-
tember 1 6, 1985 remained unchanged till the end
of June. 1986.

With effect from July 1, 1985 the following
changes were made in the interest rate on various
credits during the year 1985-86.
(i) The rate of interest on advances against indus-

trial imports and commercial imports were
fixed at 11 .50 percent and 15O0 percent res-
peciively which were 3 percent below the
normal interest rate on such advances.

(ii) lnterest rate on preshipment export c;edit for
3 nontradtional items viz. light engineering and
electrical goods, handicrafts and handloom
products was reduced from 9 percenl to 7 per-
cent per annum with effecl from July, 1, 1985.

(iii) Bate of interest on working capital loans to
cold storage was fixed at 1 6 percent irrespec-

E
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tive of the amount o{ such loan with eflect
f rom the above date.

(iv) Rate of interest for term finance for industrial
projects for a period of 5 years and above Ior
working capilal loans to all manufacturing
induslries and transport industry (both water
and road) was reduced from 14.50 percenl 10

14.00 percent with e{fect from March 1, 1986.
(v) With effecl from March 1, 1986 rate of interest

on working capital loan to jute industries was
reduced from 14.5 percent to '14.0 percent
with the provision of relund of 2 percent
interest to the mills concerned as and when
shipment of jute goods was eflected for export
and with effect lrom June 1, 1986 it was
reduced to 12 percent but no relund of inlerest
would be allowed.

Sonoli Bank

(vi) With effect from October 1, 1985 a levy on
interest income for Jamuna Bridge at a rale of
4 percent was imposed on income earned by
way of interest on all deposits: savings - both
chequing and non-chequing and term depo,
sits and also on income earned by way ol share
of prolit on such deposits kept on lslamic
principles.

CREDIT POLICY:

Credit policy for 1985-86 was pursued with a

view to channelising scarce bank resources for
increasing production, employment, real income
and maintaining relative price stabilily having
regard to socio-economic priorities, distributive
justice and regional balance.
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DEPOSIT A ADVANCE ANALYSIS

f- Sonali 8.nl's advsnces

- 
olher schedubd a.nks advanG -l 

Sonrli Banks Oeposn

-l 
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