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Thank you for showing us
how meaningful one’s life can be.
We will not say “rest” in peace.

The Sir Fazle we knew
would not rest until we build a more equal world.
We promise to be worthy of your legacy.




REMEMBERING SIR FAZLE:
THE LEGACY OF A LEGEND

‘I would like to think of myself as a freethinker, having strong mooring in

core ethical and human values!

— Sir Fazle Hasan Abed KCMG (27 April 1936 — 20 December 2019)

Sir Fazle Hasan Abed had a grand vision to change the
world for the better.

Leaving a promising international career in finance, Sir
Fazle personified risk-taking when he decided to return
to his beloved Bangladesh to assist in post-war relief
and rehabilitation efforts. When he went to Monpura for
relief work, he saw the havoc wrought by a devastating
cyclone. He witnessed poverty, destitution and
impoverishment first-hand, and in a moment of truth
that would change his destiny forever, firmed up his will
to join the war against poverty.

Having found his life's calling, Sir Fazle achieved
immense success over his lifetime. He understood early
how building capacity among people living in poverty
could bring about lasting change. Such was his belief
that he invested his own savings to establish BRAC
(formerly: Bangladesh Rural Advancement Committee),
with the purpose of improving the living conditions of
the rural poor. His prescient clarity could not have come
at a more opportune time, when his organisation played
a crucial role in supporting a massive relief operation
just after the liberation war.

Deepening his engagement thus, Sir Fazle offered
collateral-free credit to those who would not qualify
for conventional loans. In doing so, he revolutionised
banking by providing financial solutions to the vast
number of small and medium enterprises dotting the
country, typically considered to be ‘unbanked: Yet, he
could foresee the economic proposition of disbursing
credit to these segments, and viewed his banking
platform as an enabler of poverty alleviation and life
transformation. He founded BRAC Bank to create
greater financial access for the ‘missing middle’ — the
small and medium entrepreneurs of Bangladesh who
needed institutional financing to grow and prosper.

Indeed, in Sir Fazle's untiring efforts in pursuing his
vision for a world free from exploitation and injustice,
there is case after case of how rural populations have
benefitted from starting their own microenterprises and
eventually bringing lasting change to generations that
followed. Remarkably, in poverty eradication, he also

gave considerable impetus to women'’s empowerment,
gender equality, education and healthcare.

Extending his arch of impact, Sir Fazle found it timely
to expand his organisation towards urban poverty
alleviation. At the heart of this effort was a people-
centric developmental approach, which was essential
to ensure that people living in poverty become active
proponents of socioeconomic change, rather than just
passive recipients of support. Based on his longstanding
experience in community mobilisation and in global and
local best practices, his ideas were instructive in the
development of tools that could effectively catalyse
change.

Like many visionaries, Sir Fazle knew that the
sustainability of his organisation could be further
buttressed through international support. So he made
a strong case to world leaders for the establishment
of a Global Fund for Education, with the mandate of
ensuring basic education to every child everywhere.
BRAC expanded geographically too, working with more
than 125mn people in 11 countries in Asia and Africa.

Sir Fazle combined exceptional entrepreneurial and
management skills with lasting devotion to public
service. He architected a versatile and multi-faceted
manifesto for change, which incorporated credit,
healthcare, education and skill development as holistic
enablers of beating poverty.

There are just a handful of people who go on to change
the world and impact millions of lives. Sir Fazle was

one of those individuals who created pathways out of
poverty for millions of people in Bangladesh and around
the world. For his untiring efforts, he was honoured with
numerous national and international awards, including
the Yidan Prize for Education Development (2019), Dutch
Royal Knighthood (2019), LEGO Prize (2018) and Laudato
Si' Award (2017), among many others.

At BRAC Bank, we pledge to uphold his vision and tread
on his path that prioritise the human values of integrity
and inclusiveness in order to realise our vision of
creating a bank that is for everyone in Bangladesh.

Thank you Sir Fazle for showing us the way!
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NON-FINANCIAL
HIGHLIGHTS

Number of Branches Number of Customers

187
186 > 1.2mn

2018

Number of SME Unit Offices Number of Employees

456
456 = 7,085

2018

Number of ATMs Number of CDMs

L4S = 97

2018




2018

2018

2018

Participant Trained

17,968

Training programmes conducted

814
/78

CSR Investments

BDT 77-6 million
BDT1 1 1 million

2018

Valid till June 2020

2017

Valid till June 2019

2018

3 successive years

SAFA BPA Award

Creadit Rating

CRAB : AA1/ST-1
CRISL: AA+/ST-1
ECRL: AA+/ST-1
S&P Global : B+
Moody's : Ba3

CRAB: AA1/ST-1
CRISL : AA+/ST-1
ECRL: AA+/ST-1
S&P Global : B+
Moody's : Ba3

Agent Banking Outlets

301
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LETTER OF
TRANSMITTAL

To

All shareholders

Bangladesh Bank

Bangladesh Securities and Exchange Commission
Registrar of Joint Stock Companies & Firms
Dhaka Stock Exchange Limited

Chittagong Stock Exchange Limited

Dear sir(s),

Re: Annual Report for the year ended December 31,
2019

We are pleased to enclose a copy of the Integrated
Annual Report, together with the Audited Financial
Statements of BRAC Bank Limited as on December 31,
2019, for your kind information and record.

Yours sincerely,

il

Rais Uddin Ahmad
Company Secretary




FORWARD-LOOKING

STATEMENT

Our public interactions frequently include spoken or
written forward-looking statements. Statements of
this type are based on hypothesis/ballpark figures.
Statements with such considerations and future
prospects are included in this document and may be
included in other filings with Securities and Exchange
Commission (SEC) or in other communications.
Forward-looking statements may also include
comments with respect to the bank’s objectives,
strategies to achieve those objectives, expected
financial results (including those in the area of risk
management), and the business outlook for the bank.
Such statements are typically identified by words or
phrases such as ‘believe; ‘expect; ‘anticipate; ‘intend,
‘estimate; ‘plan; ‘may increase; ‘may fluctuate’ and
similar such expressions of future, or conditional verbs,
such as ‘will; ‘would; 'should’ and ‘could’.

Forward-looking statements involve numerous
assumptions, inherent risks and uncertainties, both
general and specific, and the risk that predictions and
other forward-looking statements may not prove to be
accurate. Hence, readers are cautioned to not unduly
rely on forward-looking statements, as a number

of important factors, many of which are beyond our
control, could cause actual results to differ materially
from estimates and intentions expressed in such

forward-looking statements. These factors include,

but are not limited to, volatility in interest rates, capital
markets instability, changes in CRR and SLR norms,
changes in lending rates, changes in corporate taxation,
changes in national political and socio-economic
conditions, changes in government policies, changes

in demand for BRAC Bank's products and services,
volatility in international prices of essentials that
influence the foreign exchange market, changes in
economic conditions generally or technology spends in
particular, changes in the competitive intensity in the
country, changes in the global capital markets activities
and changes in judicial and regulatory proceedings.

The bank’s ability to attract and retain key executives
and engage in prudent risk management of the

lending portfolio often requires stress-testing that

is based on sophisticated material tools that cannot

be solely dependent on the existing MIS. The level of
technology in the banking industry is yet to acquire that
sophistication.

All the terms mentioned above in the forward-looking
statements may be altered at any point of time. The
bank will not stand accountable to update the amended
information in the Annual Report, which may be
effected in the future.

BRAC BANK LIMITED 9







NOTICE OF THE TWENTY-FIRST
ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Twenty-first Annual General Meeting (AGM) of BRAC Bank Limited will be held on June
25, 2020, Thursday, at 11:00 a.m. through digital platform to transact the following business:

AGM-21-01-2020: To receive, consider and adopt the audited financial statements for the year ended December
31, 2019 and the Auditors’ and Directors’ Reports;

AGM-21-02-2020: To declare dividend for the year ended December 31, 2019;

AGM-21-03-2020: To elect/re-elect Directors;

AGM-21-04-2020: To appoint auditors of the company for the year 2020 and to fix their remuneration;

AGM-21-05-2020: To appoint Corporate Governance Compliance Auditors for the year 2020 and to fix their

remuneration.
All shareholders of the Company are requested to make it convenient to attend the meeting.

By order of the Board,

el

Rais Uddin Ahmad June 07, 2020
Company Secretary

NOTES:

i) The “Record Date” is 03 June 2020. Members whose names appeared in the Members'/Depository Register on Record Date will
be eligible to attend/participate and vote in the Annual General Meeting.

ii) The Board of Directors has recommended 15% Dividend in the form of 7.50% Cash and 7.50% Stock.

i)  Pursuantto the Bangladesh Securities and Exchange Commission’s Order No. SEC/SRMIC/04-231/932 dated 24 March 2020, the
AGM wiill be virtual meeting of the Members, which will be conducted via live webcast by using digital platform.

iv)  Link forjoining in AGM through Digital Platform and details login process will be notified to the respective Member's email address
and by SMS.

v) Members whose email addresses have been updated/changed in the meantime, are requested to email us at sharedept@bracbank.
com mentioning their full name, Folio/BO ID, email address and mobile number to get the digital platform meeting invitation.

vi) Full login/participation process for the Digital Platform meeting will also be available in the Company’s website: www.bracbank.com

vi)  Pursuant to the Bangladesh Securities and Exchange Commission (BSEC) Notification No. BSEC/CMRRCD/2006-158/208/
Admin/81 dated 20 June 2018, the soft copy of the Annual Report 2019 will be sent to the email addresses of the Members
available in their Beneficial Owner (BO) accounts maintained with the Depository. The Annual Report 2019 will also be available at
Company’s website: www.bracbank.com

viii) A Member entitled to attend and vote at the AGM may appoint a Proxy to attend and vote in his/her stead. The scanned copy of
"Proxy Form”, duly signed and affixed with BDT 20 revenue stamp must be sent through email to BBL Share Office at sharedept@
bracbank.com no later than 72 hours before commencement of the AGM.

ix) Members are requested to update their 12 digit Taxpayer's Identification Number (e-TIN) through your member house. In default,
to update 12 digits e-TIN, the tax from cash dividend will be deducted @ 15% instead of @10%.

X) Merchant Banks and depository participant (DPs) are requested to email the soft copy of their margin clients list (in MS Excel
format) as on ‘Record Date’ at sharedept@bracbank.com by 14 June, 2020 for facilitating payment of Cash Dividend.

BRAC BANK LIMITED 1




LETTER
FROM THE
CHAIRMAN

DR. AHSAN H. MANSUR
Chairman
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Dear stakeholders,

As a purposeful and values-driven bank, we fulfil a
meaningful role in society to safeguard depositors’
money and transform national savings into
productive and prolific investment opportunities,
thereby facilitating employment generation,
stimulating economic growth and generating long-
term stakeholder value. We are committed to this
responsibility — now and well into the future.

Overview

Bangladesh is one of the fastest growing economy in
the world with real GDP growth rate recording 8.2% in
FY19. Per capita income increasing by almost five fold
in dollar terms since FYO2 to more than US$2000 in
FY20. The poverty rate has more than halved during
the last one decade to about 21% of population.
Despite the Covid-19 related pandemic the economy
is still expected to register positive real growth rate in
FY20 and the government remains optimistic that the
economy will rebound strongly and record a growth rate
of more than 8% in the FY21 budget.

The dynamic private sector of Bangladesh supported by
macroeconomic stability, sound fiscal management and
large investment in infrastructure development have
contributed to the expansion of Bangladesh economy

in a sustainable manner and made Bangladesh the
leader among the expanding Asian economies. With
both China and India facing an insipid growth cycle that
is buffeted by widespread consumption slowdown and
geo-political challenges, Bangladesh deserves a fresh
look by the international investors. Clearly, Bangladesh
is creating a platform for return enhancement and risk
diversification among emerging markets (EMs), while
many of the other EMs are experiencing uncertainty and
deteriorating conditions for international trade.

the SDG targets, and rebuild its public health system
on a solid footing to serve the fast growing economy
and meet the growing needs of the citizens. In a free
market economy, regulations should be evidence-
based and supportive of the country’s medium and
long-term objectives like becoming a middle income
country by FY31 and a high income country by FY41.
The year 2020 will be extremely challenging for the
whole world and Bangladesh will be no exception. The
pandemic situation notwithstanding, BRAC Bank and
the Bangladesh Banking sector are spearheading the
implementation of the Tk. 1 trillion (US$12 billion or
3.9% of GDP) stimulus package supported by significant
liquidity injection from Bangladesh Bank and interest
subsidy by the government. This is a challenging
moment for the whole economy and the banking
system is spearheading the recovery effort with a
view to support its customer base and the society as a
whole.

As the banking system has entered a new paradigm
in a digital banking and mobile financial system in
Bangladesh, despite the Covid-19 lockdown and
slow easing of restrictions, the banking system and
BRAC Bank in particular could provide all kinds of
supports to their clients and helped sustain financing
of international trade and domestic economic activity
while maintaining social distancing and protection for
the staff and clients.

Our award-winning purpose-led business
propositions

BRAC Bank has always been committed to sustainable
value creation for all its stakeholders. In 2019, we took
this agenda forward by deepening and broadening

relationships with our stakeholders. For our customers,

‘Onbehalfof the Board of BRAC Bank, itisan hanour to presentthe
2019integratedreport. Asanorganisation, we seekto consistently
position our business as the gateway to both financial inclusion

and financial deepening. Despite the challenging environment we
often operate in, we hold firm to this aspiration.

— Dr. Ahsan H. Mansur, Chairman

Today, Bangladesh is placed momentously in its
economic journey and we must not squander this
unprecedented advantage. Along with its bright
prospects, Bangladesh needs to undertake reform of
its financial system, tax policy and tax administration
to finance its ambitious infrastructure, and realizing

we expanded our products and services to help them
simplify their access to banking by reinforcing our
digital capabilities and developing integrated digital
platforms to seamlessly offer a broader range of
innovative and customised solutions. We accelerated
human capital enrichment by embracing sustainable
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and socially-responsible business practices, stepping
up investments in up skilling our large and thriving
workforce. We accelerated stewardship by more closely
aligning our social philosophies with needs on the
ground, thus creating a wider and more meaningful
impact. We enhanced our engagement with our
shareholders and investors, showcasing our investment
case as a direct proxy of Bangladesh's unique growth
potential.

The outcome of holistic stakeholder expectations
management led to closer associations, thus
embedding us more firmly on the path of a purpose-led
and values-driven business. This was most effectively
evidenced by BRAC Bank emerging as the first in the
country to be assigned the top ratings by all three

top rating agencies of Bangladesh - CRAB ‘AA1/ST-1,
CRISL'AA+/ ST-1" and Emerging Credit Rating ‘AA+/
ST-1" Further, two of the world's leading credit rating
agencies, S&P Global Ratings and Moody's Investor
Service assigned credible ratings of ‘B+' and '‘Ba3;
respectively. Such ratings are strong external validation
of our strategies that help us preserve portfolio quality
and capital base stability, while pursuing our growth
aspirations coupled with good governance and social
development.

We were also felicitated by a number of prestigious
local and international awards and certifications during
the course of the year 2019:

e  National Board of Revenue (NBR) award for being
the fifth highest tax-payer in the banking sector
category for the year 2018-19

e  South Asian Federation of Accountants (SAFA)
award for ‘Best Presented Annual Report 2018’
for the third consecutive year

° ICAB ‘Best Published Annual Report 2018 award
for private sector banks for the third consecutive
year

° ICMAB 'Best Corporate Award 2018 - Private
Sector Banks' for the third consecutive year

° ‘Women's Market Champion Engagement Award
2019’ from Financial Alliance for Women

e  VISA Awards 2019 for credit card issuing and
merchant acquiring

° ‘MasterCard Excellence Award’ in the POS
acquiring business 2018-19 category

° 'SME Bank of the Year — Asia’ and 'SME Bank
of the Year for Financing Women-owned SMEs'
awards from IFC's Global SME Finance Forum

These awards came on the back of successful strategic
executions, productive capital allocation, effective NPL
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controls, prudent cost management and excellence
in governance that together represented tailwinds
enabling us to deliver record earnings in 2019.

Delivering a solid financial and operational
performance in 2019

Our 2019 performance was delivered against volatile
economic and currency shifts that characterised the
year. Further, heightened competitiveness, especially
around overbanked metropolitan regions, reflected
limited space for growth, while consumer unawareness
around financial services in rural pockets capped
immediate scalability. Even so, BRAC Bank posted
considerably better results than in the preceding vear,
with renewed performance registered across all our
three major segments.

Our performance demonstrates the excellent results we
can achieve when our strategy execution is buoyed by
our ability to stimulate growth in a favourable interest
rate environment. We also focused on strengthening
our core by increasing our capital strength, building a
strong liquidity position and balancing our credit deposit
ratio, often going beyond the benchmarks established
under Bangladesh Bank guidelines.

Fast consumer-oriented businesses or, more
specifically, financial services — especially retail — are
required to evolve quickly to changing consumer
expectations and trends, and it is near impossible to
defend our competitive advantages through routine
fine-tuning of strategy, pricing and operations. So much
so that we are constantly evaluating our business
models to maintain brand differentiation and relevance
to consumer and customer needs.

As this scenario played out, we embraced a proactive
defensible stance to avail the opportunities, which is
reflected in our three core organic financial drivers:

° Achieving growth against all odds
° Improving productivity and profitability
° Enhancing shareholder and stakeholder returns

Thus, BRAC Bank (Standalone) recorded significant
growth in total assets, with a 17% YoY expansion to Tk.
367,920 mn in 2019. Loans and advances contributed
around 72% of growth in total assets during the year,
from 75% in 2018. Further, the bank’s deposit portfolio
rose by 15% to Tk. 268,309 mn in 2019, up from Tk.
233,509 mn in 2018. And BRAC Bank (Consolidate)
recorded growth in total assets with a 16% YoY to Tk.
414,855 mn in 2019.




Total assets

414,855

358,005

2018 2019

Profit after tax

5,670
I 4,583
2018 2019

Earnings per share

4.50
I 401
2018 2019
NAV per share
32.90
28.58 I
2018 2019

367,920
315,417 I
2018 2019

5,646
5,547 I
2018 2019

4.58
4.50 I

30.53

25.65
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Bangladesh's SMEs continue to hold intrigue — while

the market is attractive from a size and growth point of
view, embedded foundational competencies are crucial to
sustainably tap into its potential. We have seen market
participants swaying into the business and, without
concerted strategies, having borne huge balance sheet
impairments. To bring the right perspective into context,
BRAC Bank has brought scale to a pioneering time-
tested SME lending model, with the result that it has
remained as a dependable growth anchor.

In 2019, the bank disbursed a shade under 32,655 fresh
loans to SMEs, which corresponded to Tk. 35,021 mn

in disbursals. Meanwhile, by the end of the year, the
bank’s portfolio scaled to a size of Tk. 114,909 mn,
registering a 43% expansion over 2018. Achieving high
growth rates atop a large base is a truly commendable e
achievement unparalleled in Bangladesh.

Our corporate loan portfolio remained largely stable and
focused in 2019, achieving a size of Tk. 101,619 mn.
This was principally on account of substantial growth
attained in loans and advances, offshore financing and
trade business. Corporate deposits surged 22% to Tk.
80,285 mn YoY.

The bank’s retail portfolio increased by 12% YoY to Tk.
47,564 mnin 2019. The BRAC Bank customer deposit
proposition was tested during the year but I'm happy
that we came out strong with a 20% growth in the
book, despite acute low-cost fund crisis in the banking
industry. Our Asset Liability Committee (ALCO) and
business teams must be credited for observing market
trends closely and reacting accordingly to stimulate
healthy deposit growth.

Rethinking digital customer experiences

As the fourth Industrial Revolution dawns on us,
bringing innovation and disruption, we will continue
to originate powerful customer propositions through
digital banking, which will serve several benefits,
including accelerated customer acquisition, enhanced
customer retention and optimised operating costs.

Encouraged by the Government's objectives under
Digital Bangladesh, new players in financial services
are trying to find their footing, creating a new digital
world that can be described as one with virtually no
boundaries. Non-traditional players are increasingly
exploring new opportunities, enabling them to
challenge incumbents and continually change the state
of financial services. For traditional financial institutions
like BRAC Bank, this landscape presents exciting
opportunities that are being matched with accelerated
interventions in innovation and technology. At the core,
we are a bank that has a culture of innovation, and this
is only being fast-tracked through our ability to mobilise
investments for supporting our tech aspirations.




Our industry-leading online consumer platforms and
state-of-the-art branch networks reinforce our ability
to offer simple, fast and personalised banking solutions,
thus facilitating stronger and inimitable relationships
with our customers. We are also using the successive
waves of technological innovation to secure data
processing and security, thus assuring privacy and
protection against any kind of online maleficence, which
goes a long way in garnering customer confidence.

The digitisation of an organisation does not happen
overnight — the intricate interdependencies between
people, processes, technology and data must be
considered thoughtfully. The scale, scope and
complexity of the technological revolution are going to
change the way we live, learn and work, as well as how
these relate to each other. To facilitate this transition,
we know that to remain relevant we cannot approach
the shift in isolation. Our response must be integrated
and comprehensive and this will continue to be our
management's focus in the days ahead.

Performance of our subsidiaries

BRAC Bank’s four subsidiaries, bKash, BRAC Saajan
Exchange, BRAC EPL Stock Brokerage and BRAC EPL
Investments, enable us to widen our financial services
offering to support customer convenience, and also
diversify and enlarge our consolidated revenue/
profitability base.

Specifically, bKash has become synonymous with
mobile banking with the company continuing to make
substantial investments to take its unique proposition
deeper and wider into Bangladesh. With a base of 31
mn customers, bKash is easily the largest in the mobile
financial services space and it will continue to build

its lead on account of investments in both technology
and marketing. Significantly, the much-anticipated
integration between the core systems of BRAC Bank
and bKash has been completed.

Subsidiary financial performance BDT in million
. . BRAC Saajan BRAC EPL Stock BRAC EPL
Particulars bKash Limited Exchange Limited Brokerage Limited Investments Limited
Operating profit/(loss) (634) 37 (21) (359)
Profit/(loss) before tax (634) 32 (21) (372)
Profit/(loss) after tax (625) 25 (85) (368)

Sharing prosperity anchored on social
responsibility

To be sustainable over the long term, we need a clear
reason for our existence, and we have articulated this
in our purpose of being useful to all our stakeholders,
including our extended communities and societies.

At BRAC Bank, we believe doing well is not defined

by the constricted form of philanthropy, but rather in
the philosophy of doing business responsibly, which
manifests in doing business ethically based on trusted
relationship with stakeholders. Trust is enhanced

by having a sound strategy and business offering,
promoted through ethics and a unified set of values,
demonstrated through behaviours that in turn lead

to effective and enabling governance, prudent risk
management and strengthened compliance.

BRAC Bank's corporate social investment approach

is anchored on our aspiration of developing high-
impact social programs that together support people
and the society, as well as the planet. As one of the
largest financial institutions of Bangladesh, we use
our resources to make a difference to the communities
in which we operate, both through our institutional
capabilities as well as by encouraging our employees

to volunteer their time, skills and efforts across the
spectrum of our social service interventions.

The UN Sustainable Development Goals (UN SDGs)
represent a common set of measurement criteria for
doing well for improving the state of the society. | do
believe that we need more ‘purpose-led’ organisations.
We need boards to think about how they can make their
organisations and related governance structures more
responsive to the broader societal and environmental
context, underpinned by the SDGs that expresses
humanity’s 17 core responsibilities.

At BRAC Bank, our social investments prioritise long-
term projects aligned with the SDGs. We invest as
much as 40% of our total social budget in education,
and this investment ensures a multiplier impact that
will be visible today and also into the future. Education
is a social transformation tool and we are committed
to reform Bangladeshi society through our mass-scale
education initiatives.

Upskilling and ensuring a future-ready
talent base

We are the sum of our parts and our strength lies in
our diversity. Without the 8,160 employees who are
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committed to our 1.3 mn customers, the bank does not
exist. | thank all members of the leadership and executive
team for their ongoing support and commitment to
delivering on our purpose of ensuring that our human
and intellectual capitals continue to represent a buffer
against unethical and materialistic banking.

Our human resource strategy takes foremost into
consideration that our people are our fulcrum and

our interventions must ensure that there is excellent
stability, security and scalability supporting this major
pivot. Indeed, our goal is to build an engaged and
diverse workforce and create an inclusive environment
where our people find deep pools of value in their
association with the bank. We are committed to engage
in human resource transformation through upskilling
and providing career enhancement opportunities so
that our youth of today can aspire to become leaders of
tomorrow.

During 2019, the bank recruited 2,257 co-workers,
promoted 1,409 colleagues, revised the compensation
of 1,965 SME staff members, disbursed special
increments to 259 personnel and placed 33 outsourced
staff into permanent positions.

We thank our employees for their dedicated
professionalism, expertise and enthusiasm, and for the
significant contributions they make every day to our
clients, each other and to the communities we serve.

Fostering a culture of transparency and
accountability

Governance within BRAC Bank implies far more than
compliance with relevant legislations and best-practice
principles. Rather, it involves a deep-seated culture of
accountability, transparency, efficiency, ethical thought
and action, and a values-driven approach to everything
we do. The Board continues to fulfil the primary
governing roles and responsibilities encapsulated in the
regulations of Bangladesh Bank.

As the Chairman of a ‘purpose-led’ organisation,

the Board and | would like to reemphasise that our
governance structures are more responsive to the
broader socio-economic context, as this is important if
we are to truly uphold and live by our brand, which has
unparalleled equity among stakeholders and the public
at large.

We engage in more open and constructive dialogue with
our regulators, and we work together to deliver shared
objective of fulfilling on our obligations to customers,
investors, employees and the society, without inhibiting
their expectations regarding BRAC Bank.

To work together productively, difficult decisions will
have to be made, and success is going to require that all




of us deliver on our promises — big and small — to build
trust and confidence.

Our medium-term development strategies

The bank’s medium-term development strategy,
execution plan and financial objectives are based on the
following core principles:

° Promote corporate governance standards and
deepen social responsibility impact

° Focus on further broadening and deepening
engagements with the small and medium
enterprises (SME), where BRAC Bank is already a
global leader

° Drive growth in priority areas by cementing
customer loyalty

° Leverage business opportunities through an
innovation and collaboration-centric model

e  Deepen the wealth management business and
develop digital service channels for serving
the sophisticated requirements of our wealth
management customers

° Accelerate re-structuring of our business channels
and expand integration into digital platforms

° Strengthen inter-divisional synergy to improve
overall organisational efficiency

° Enrich our talent pool by fortifying our employee-
centric propositions

° Fine-tune our capital allocation strategies to
channel funds into productive and prioritised
segments

° Improve our risk evaluation and credit appraisal
standards

£
s

Earning trust, creating oppotunity,
behaving sustainably

Managing risk, optimising costs,
augmenting profitability

|-

e
3

Implementing strategies, meeting
expectations, delivering value

Thank you

Our strategy is anchored on the long-term, and we
are steering our enterprise towards a course that

will enable us to remain conservative, yet agile;
conventional, yet entrepreneurial; cautious, yet
opportunistic; diversified, yet focused. As a Board,

we will continue to pursue a solid and well-balanced
governance framework, ensuring that our principles
with regard to our ethics and responsibilities stand the
test of time even under extreme conditions.

Let me thank my fellow Board-members for their
continued support, strong commitments to the
principles and values outlined above, and | look
forward to working with them and be guided by their
demonstrated wisdom to take BRAC Bank to its next
level of success.

| am grateful to all regulatory bodies of Bangladesh
Government, especially Bangladesh Bank, Bangladesh
Securities and Exchange Commission, Registrar of
Joint Stock Companies and Firms, National Board of
Revenue (NBR), Dhaka and Chittagong stock exchanges

and Central Depository Bangladesh Ltd. Your ongoing
support is tremendously appreciated.

Today, as | look forward to Bangladesh blossoming

into Asia’s next economic powerhouse, | am positive

that BRAC Bank will play a definitive, distinctive and

determined role in the nation’s transformational journey.

Before concluding, let me remind us that Sir Fazle
Hasan Abed is no longer with us, but he has shown us

the path to take the institution forward with values he

had always stood for. On behalf of BRAC Bank Board,
hand-picked by Sir Fazle to carry forward his lifelong
mission, | express firmly our commitments to uphold

the values he always promoted and further develop
the bank to be globally recognized as a distinctively

different one with purpose and values.

Sincerely,

Ao 1o M e

Dr. Ahsan H. Mansur

Chairman
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behaving sustainably augmenting profitability expectations, delivering value
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Dear shareholders and stakeholders,

| extend a very warm welcome to you to our Integrated
Annual Report for the year 2019. As the Managing
Director & CEO of your bank, | am delighted to engage
with you, and on behalf of the bank, I take this
opportunity to thank you for your continued interest
and support, which is a tremendous source of strength
for us.

Ambition 2019: A powerful driver of our
strategy and performance

I have always believed that banking has to finance
change across our local environment and has to support
all the right initiatives that boost the developmental
profile of our country. | am delighted to share that BRAC
Bank continues to serve these broader interests by
doing business the right way with the right partners and
with extensive engagement in the real economy.

Our diversified model has been successful across
Bangladesh, leading to our conviction that it is
applicable, relevant, differentiating and a positive force
for good in the society. Anchored on this confidence, we
set a bold ambition for 2019, measured against the key
metrics of financial and societal impact, strong business
outcomes achieved within the framework of our values,
and how we further contributed to innovation and
creativity in banking.

I am happy to inform you that the bank has achieved
good progress against all these metrics: our shared-
value financial services model is scalable, repeatable
and highly suitable for serving the needs of developing
markets like Bangladesh, where growth capital is crucial
for facilitating social and economic development. Our

With an eventful 2019 now behind us, we are looking
forward to 2020 during which we will further deepen
and intensify our role in meeting the broader themes
of credit-led empowerment, formal channelisation

of savings, employment generation and, of course,
financial inclusion. For this, we know that we need to
support our customers better across the key moments
in their lives, which means making banking safe, simple
and smart. We will also have to make some tough
choices in order to deliver for our shareholders and
colleagues, and we are ready to take such decisions.

As we bridge the financial divide in Bangladesh, | know
we will also bridge the gap between our present-day
performance and our potential. To me this is an asset

in our journey to deliver perpetual returns to our
shareowners and sustainable value to our communities
and the wider society.

Tribute to Sir Fazle Hasan Abed: A life of
courage, fortitude and hope

The BRAC Bank family is yet to come to terms with the
demise of its Founder Chairman, Sir Fazle Hasan Abed
KCMG, who entered eternal life on December 20, 2019.
His spirit is carried forward by our 8,000+ co-workers
and the countless number of lives he touched across
his illustrious career spanning over six decades. We
were blessed to learn many valuable lessons from Sir
Fazle. He used to say that businesses and those in
influential positions have to ensure that children born in
underprivileged circumstances can become engineers,
scholars and presidents. It was this sense of empathy
and empowerment that he intricately weaved across
the fabric of all the initiatives he sparked.

"Our core purpose of financial inclusion has grown in relevance and
applicability, and this purpose manifests in our overriding focus
to develop and implement strategies that facilitate sustainable

profitability, driving improved returns for our shareholders and
enriched outcomes for our stakeholders’

- Selim R. F. Hussain, Managing Director and CEO

pioneering and innovative initiatives in digital finance
are a leap forward in financial inclusion, while also
aligning with the national development manifesto
framed by an expanding digital economy. Within such
a backdrop, our earnings, return on equity and net
interest margins are close to our targets — despite
these being stretch goals.

Sir Fazle was a visionary and a man of courage,
fortitude and foresight as he boldly ventured,
sometimes even alone, to transform millions of lives
through his social engagement initiatives and his
endeavours to transform the lives of the poor. He spent
most of the years of his life dedicated to creating an
extraordinary social impact, combining his incredible
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entrepreneurial energy and instinctive management
skills with a genuine passion for social service. It was
only natural that what began as a commitment to the
dispossessed of Bangladesh has today extended to the
deprived around the world.

Indeed, Sir Fazle envisioned an enduring agenda for
change that incorporated credit, healthcare, education
and skills development to empower excluded
communities through integration into mainstream
economy.

Sir Fazle's pioneering vision to establish BRAC Bank as
one of the most trusted and progressive banks of the
country has also come to fruition, yet his relentless
pursuit for excellence has been cut short by his sudden
demise. With BRAC Bank, BRAC Microfinance, bKash,
BRAC EPL Stock Brokerage, BRAC EPL Investments
and BRAC Saajan Exchange, he founded Bangladesh’s
largest and most diversified financial services umbrella
in terms of the sheer number of people served through
inclusive finance. His life shaped the concept of financial
inclusion in Bangladesh.

Today, the vision created by Sir Fazle burns brightly in
each one of us at BRAC Bank, as we pledge to uphold
his inspiring legacy. We commemorate this Annual
Report to Sir Fazle and pledge to carry forward his
legacy and fulfil his dreams of an enlightened and
poverty-free Bangladesh.

Global Economy and Bangladesh Economy

The report on global economy and Bangladesh economy
is presented in detail on page 77-85 of this Annual
Report.

Risks and Concerns

The report on risks and concerns is presented in detail
on page 99 of this Annual Report.

Preparing the Annual Report

The report on preparing the annual report review is
presented in detail on page 99 of this Annual Report.

Our industry and our performance:
Navigating through challenges and
opportunities

The increased use of technology is a key strategic shift
in our industry, challenging existing market practices
and displacing established products and services. This
is evidenced by the rapid growth of online ordering and
door-to-door delivery services, as e-businesses thrive
on consumers' need for convenience. Significantly,
evolving technology has also spawned new business




models around the world, for instance, peer-to-
peer lending that is digital-first, or even sachet-size
insurance products that can be bought-off digital
shelves.

We see dual opportunity in this unfolding scenario.
One, through our own digital financial services

platform across which our customers find tremendous
convenience in accessing banking through clicks over
visiting a branch or an outlet. While industry evidence
suggests that online will overtake offline banking, our
view is that a blended model of ‘clicks-and-bricks’

will continue to be appropriate for us, ensuring we are
represented across the range of consumer preferences.
Our strategy with regards to technology will be to
continue to develop new skill-sets and improve our tech
offering with respect to efficiency, costs and customer
experience.

The second part of the opportunity comprises lending
to e-businesses, as they are typically capital intensive,
both in terms of the upfront capex required, as well as
with respect to ongoing opex. As the digital and mobile
ecosystems develop in Bangladesh, new e-commerce
models will provide a good source of entry into tech
businesses, especially for our SME business segment.

In my engagements with stakeholders from around
the world, there is increasing demand for improved
disclosure on environmental, social and governance
(ESG) policies and accountability. Aligned to this trend
is growing explorations around a range of issues,
specifically pertaining to how we are contributing to
protecting climate change and if our lending practices
are selective or universal.

We are mindful of these developments and have
endeavoured to report more fully in this document on
our environmental and sustainability initiatives, and
social and governance practices. Across our businesses
we strive to ensure responsible sustainability initiatives,
and one of our major strengths in this regard is that we
are a founding member of Global Alliance for Banking
on Values (GABV). We are also the only bank from
Bangladesh to be a part of the GABV. This membership
helps give us clarity around what our practices should
be, and gives us a stamp of approval in our appraisal of
loans applying a values-based lens.

Further, GABV values are built into the heart of our
underwriting standards and it empowers us with a
vision and framework around what we can do and what
we shouldn't do. For example, associating this with

my earlier point on supporting all the right initiatives,
we refrain from lending to, say, the tobacco industry

or to any business that contributes to environmental
depletion. | believe cohesive endeavours such as these
safeguard national long-term sustainability.

Bangladesh Bank encourages banks to adopt green
banking and establish CSR desks to work towards
making sustainable finance and impact investing a
reality. Towards meeting this purpose, BRAC Bank has
established a Sustainable Finance Unit (SFU) as part of
its credit risk management, thereby meeting regulatory
requirements and assuring concerted efforts in green
finance. Further, to monitor the activities of SFU, we
have also established a Sustainable Finance Committee
(SFC) comprising membership of senior management,
chaired by the Chief Risk Officer. It provides strategic
guidance to the SFU, while ensuring that it adheres to
the terms of reference laid out by Bangladesh Bank.

The Board Risk Management Committee (BRMC) serves
as the apex authority, supervising all sustainability
activities of the bank. Driven by its ‘3P’ philosophy of
people, planet and prosperity, BRAC Bank has always
prioritised responsible and sustainable banking across
Bangladesh's real economy. Indeed, the bank’s values-
based ethos and unique culture advocates sustainable
banking at all levels. Central to this is our devoted SFU
that works with multilateral stakeholders to take the
environmental protection agenda forward. With ongoing
reporting to regulators and developmental finance
institutions, SFU's activities are monitored by both
regulators and key stakeholders. Contributing to the
Government's efforts in realising the goals expressed in
the UN SDGs, we believe sustainable finance will have

a multiplier effect, thus amplifying its scale, reach and
impact.

Demonstrating the importance we place on E&S
compliances, we have developed a Board-approved
Environmental & Social Safeguard Policy to supplement
all E&S issues within the bank.

Our vision: Aligning ourselves to being
purpose-led and future-facing

Bangladesh is a beacon of hope amidst other Asian
markets. Major global economies also continue to

be adversely affected by geo-political and socio-
economic factors, exacerbated by the recent outbreak
of Covid-19, that has constrained discretionary

spends and compelled corporates to scale-back on
their expansion plans. While the economic impact of
Covid-19 is yet unclear, the spread of virulence to other
countries is alarming.

Bangladesh has its own unique challenges though,
including rising NPLs, a hypercompetitive banking
environment, stringent regulatory guidelines and
sluggish private sector credit growth.

Despite this context, we are pleased that BRAC Bank
is able to reported a resilient operating performance
in 2019. Our financial results for 2019 demonstrated
the strength and momentum in our business. In line
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with our Balance Sheet optimisation strategy, we grew
our loans and advances by 11%, mostly contributed

by the SME Division whose loan book expanded by a
substantial 43%. This was aligned with our long-term
strategy to grow SME and Retail Client Assets while
continuing to de-risk our Corporate loan portfolio

and move that client segment to a transactional
business model. On the liability side, our deposits rose
by a sizeable 15%, mostly in low-cost CASA, as we
strategically rebalanced our funding mix to optimise
borrowing costs.

This strategy contributed to our resilient performance
in a challenging environment, reflected in operating
income growth of 12%, operating profit growth of 13%

Financial performance highlights, 2019
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and underlying profit before tax growth of 5%. PBT could
have grown at a faster clip had it not been for more
conservative loan loss provisioning and particularly
unexpected stock market losses.

Against an unfavourable environment due to interest
rate uncertainty, stalling of corporate investments and
tightening regulations, BRAC Bank continued to perform
satisfactorily and further strengthened its position

as a dominant player in the industry. Having gone
through tough periods to report credible performance,
we are now well-positioned to build on our recent
accomplishments and targets to move closer to our
vision of being the best bank in Bangladesh.
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In 2019, all three of the bank’s major business
segments, SME, Retail and Corporate, grew well.
Each of these segments benefitted from technology
upgrades, more efficient digital-led processes, and
focused marketing activities that together facilitated
customer acquisition and service.

On a more granular level, our SME segment has
contributed a major share to the bank's revenues in
recent years. This continued in 2019 as well, with SME
loans and advances growing by 43% YoY and interest
income growing by 24%. Within the SME business,

the portfolio is diversified by small businesses and
emerging corporates, thus reinforcing the business
with an added layer of stability. SME NPLs remained
at an industry-low of 2.85%, reflecting the spread and
strength of our collections team. With digital agent
banking, our SME business will receive a further boost
during the current year and beyond.

Driven by our focus on consolidating our Corporate
business by repositioning the local and large Corporate
team and the Corporate branch model, and supported
by such follow-up initiatives as establishing a dedicated
trade development team, focusing on non-funded
business and ensuring prudent cash management, our
Corporate loans and advances portfolio stood at tk.
101,619 mn in 2019 and interest income rose by 11%.
We believe we have good scope to grow this further,
going forward.

The Retail segment loans grew by 12% YoY in 2019,
driven by several tech-enabled initiatives that
facilitated retail credit expansion and interest income
rose by 14%. \We now have a robust internet banking
capability system and a 110-seater call centre, which
works round-the-clock and served over 1.3 mn (approx.)
customers in 2019.

Key non-financial highlights of 2019
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Our subsidiaries: Their diversity enables us
to complete our financial services offering

bKash, Bangladesh's revolutionary mobile payments
system, is also the country’s fastest and safest financial
transactions intermediary. bKash makes users' life
simple by enabling such services as sending/receiving
money, bill payments, mobile recharge and many other
such services in a safe, simple and convenient manner.
As on end 2019, bKash operated a network of over
230,944 agents throughout urban and rural areas of the
country with over 38 mn customers. In 2019, bKash's

total assets increased by a sharp 15% to Tk. 49,305 mn
from Tk. 42,896 mn.

BRAC EPL Stock Brokerage is one of the leading
stock brokers in Bangladesh. The company offers
brokerage services to international institutions,
domestic institutions, retail clients and non-resident
Bangladeshis (NRBs). This subsidiary also reported a
loss of Tk. 85 mn for the year 2019 due to volatility in
our capital markets.

BRAC Saajan Exchange provides convenient, low-cost
and secure remittance services to large Bangladeshi
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communities residing outside of Bangladesh. In 2019,
BRAC Saajan Exchange forged partnerships with agents
in Italy, Portugal, Spain and the UK, thus covering an
even larger expatriate community spread over a wider
geography. The company reported a net profit after tax
of Tk. 25 mnin 2019 and Tk. 54 mn in 2018.

BRAC EPL Investments delivers a wide suite of
investment banking services, including traditional
merchant banking activities. The company has
established its reputation as a top portfolio manager
with a universe of 4,500+ customers located around
Bangladesh. The company reported loss of Tk. 368 mn
in 2019.

Staying with the times: Giving a digital edge
to our business

At BRAC Bank, we believe that creativity and innovation
are crucial for differentiation, especially in a crowded
market that has the presence of 60 banks and 34 Fls. In
order to stay ahead of the curve and provide customers
with relevant, relatable and robust propositions, we
relentlessly focus on embracing innovation across

our products, services and tech-enabled offerings.

Our unambiguous aim is to bring together the best
service standards and leading technology solutions

to deliver exceptional banking experiences and best
outcomes for our customers. This we believe will
enable us to strengthen relationships and create
enduring associations. We are committed to providing
exceptional services across our suite of interface with
our customers, including our branch network that is the
largest such networks in Bangladesh.

Aligned with our digital banking initiatives, we aspire
to take BRAC Bank to the fingertips of our customers
and, in doing so, create the convenience of ‘anytime-
anywhere’ banking. With personalisation being key to
provide superior digital banking experiences, we are
building our data and analytics capabilities and also
the platforms and channels that enable us to deliver
such experiences. By the end of 2020, the bank should
be able to launch a banking app, which will offer the
following capabilities:

° Making banking smart, safe, secure and convenient
° Providing real-time functionality

° Offering rich data-driven insights

° Enabling personalised digital experiences

° Informing customers of unused benefits

° Ensuring highest standards of privacy for
customer data

° Strengthening fraud detection capabilities through
24/7 fraud monitoring

° Ensuring 100% online security guarantee

34 ANNUAL REPORT 2019

Being gender-aware: BRAC Bank’s women
banking platform under TARA

BRAC Bank’s women's banking proposition TARA won
for the third consecutive time the prestigious ‘Women'’s
Market Champions Award’ from the Financial Alliance
for Women (GBA), an international forum of financial
institutions that is championing the cause of banking
for women. The award is given to GBA members who
have participated most in sharing knowledge through
GBA programmes and services. This international
recognition is yet another powerful step forward for the
bank in its journey to become the best and the most
gender-aware financial institution in Bangladesh.

In 2019, BRAC Bank also emerged as the first bank
to launch an international SME entrepreneurship
training programme with US-based Babson College,
which curated and delivered the session to a select
group of 39 women business owners from out of 135
who had applied for this training. It was designed to
facilitate immersive learning experiences and useful
practical techniques that participants could apply to
their businesses for achieving desirable outcomes.
The session also represented a platform for them

to showcase their products and services to a local

as well as international audience. | am also happy to
note that TARA Women's Banking Segment is working
with various external teams to provide support to
businesswomen around the country.

Delivering sustainable outcomes: By
addressing pressing social challenges

Poverty levels are unacceptably high, and access to
products and services are unacceptably low for a vast
number of Bangladeshis.

In this regard, | am proud that BRAC Bank has always
tried to improve financial inclusion for the mass market.
We have designed and developed a strategy that we
believe allows us to cost-effectively extend our reach
into smaller markets that exist well beyond the large
cities. We are encouraging our teams to reimagine

the way our banking platform can serve their financial
needs.

Taking vital financial products and services closer to
the people will aid in reducing the cost of living for

the poorest of the poor. While it is important for us

to extend the reach of the Bank as a whole, we also
see this as a way to generate jobs for many mass
market merchants across the length and breadth of the
country.




Our blueprint for 2020
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End note: Pursuing inclusive, digital and
diversified banking

At BRAC Bank, | am proud of how during 2019 we
achieved progress on our strategy to be the best

bank of Bangladesh. With clarity on who we want to
eventually become, we are driven by a sense of purpose
and are ready to deliver on our strategic goals and
objectives of becoming a bank that is inclusive, digital
and diversified, and delivers best in class shareholder
value

Of course, we can only be successful when our
customers, stakeholders and the wider Bangladeshi
society continually grows and prospers. | am confident
that the strategy we have designed will deliver
sustainable long-term shareholder returns and will also

enable us to gather momentum in our journey to build
the best bank in Bangladesh.

In conclusion, | wish to thank our Board of Directors
for their wisdom and guidance. | would also like to
acknowledge the management and staff for their
dedication and commitment to the bank during what
was a demanding, yet satisfying 2019 financial year.

With best wishes,

SELIM R. F. HUSSAIN

Managing Director & CEO
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ACCELERATING THE
VALUE CREATION
MOMENTUM

BRAC Bank is among the largest and most trusted financial services

institution in Bangladesh, listed on the Dhaka and Chittagong stock
exchanges with a market capitalisation of US$ 830 mn (DSE, end-2019).

With a deep and wide financial services offering, the business comprises

leading and rapidly growing market positions offering significant

future upside, especially framed by a fast-growing macroeconomic

environment.

Focused on value creation through financial
inclusion

We are pleased to present our Integrated Annual
Report for the year 2019. This is our primary report
to our shareholders and other stakeholders. This
report provides information about our performance,
governance, material risks and opportunities and
strategy and future prospects. The report should be
read together with the information available on BRAC
Bank’s website - www.bracbank.com.

At BRAC Bank, we focus on reinforcing the foundations
of perpetual value creation by pursuing sustainable
profit and meeting the larger themes of financial
inclusion, gender balance, employment generation and
socio-economic development. Today, our emphasis
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is on building on our foundations in our quest to
accelerate the value creation momentum for our
shareholders and stakeholder communities. This is at
the core of our operating culture and business model.

Scope and boundary

BRAC Bank’s Integrated Annual Report for the year
ended 31 December 2019 reports consolidated
information gathered from the global spread of
the group’s divisions, including its subsidiaries
located abroad. In line with the guidelines from the
lIRC's Integrated Reporting Framework, we have
incorporated the relevant six capitals as a platform
to inform this review, while striving for concise and
relevant reporting.



The world is growing at a rapid pace. Embracing the
integrated reporting framework, this report aims to
provide a transparent and balanced evaluation of the

material issues that faced our business during the year

under review and that impacted our ongoing ability to
create value. The report should be read in conjunction
with the full financial statements, which form an
integral part of the report.

There has been no material change in the scope and
boundary of this report, compared to the prior year.

Our 2018 Annual Report was adjudged the overall
winner in our category (private sector banking) across
SAFA, ICAB and ICMAB, and is a strong reflection of
the importance we place on strategic information
disclosure.

Enhancements to our Annual Report 2019

Aligned with our efforts to continually enhance readership and editorial value through our annual report while upholding
the highest standards of information disclosure, we have effected the following improvements to our Integrated Annual

Report 2019:

Enhanced use of infographics
with a view to showcase succinct
summarisation, especially useful for
quick-read

Restructured the overall reporting
format embracing conciseness and
strategic brevity wherever possible

Augmented strategic interlinkages
for enabling enhanced cross-
referencing and interconnectedness
of reporting

Financial year

We have provided a full-set of BRAC Bank's audited
2019 annual financial statements in this report, in
accordance with the recognition and measurement
criteria of International Financial Reporting Standards.

Assurance

We have put in place a developed combined assurance
model, the effectiveness of which receives ongoing

BRAC Bank’s combined assurance framework

focus from the Board because of the extent to which
our most material risks affect our sustainability and
going concern status. Given our reliance on a wide
range of stakeholders to grant us our legal and social
licence to operate, we place as much importance on
the integrity of external reports as we place on the
information used for key internal decision-making.
Notably, detailed ongoing audits by both internal and
external auditors provide assurance on the integrity of
our operations and the sustainability of our business
model.

O

Reporting
integrity

Management

Internal Audit

External Audit
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Materiality

BRAC Bank's Board has considered the legitimate
interests of all our key stakeholders in determining
information that is considered to be material for
inclusion in this report. We aim to demonstrate the
connectivity between our strategy, business model,
stakeholder interests and concerns, as well as our risks
and opportunities analysis. The material issues are
monitored by our management on an ongoing basis and
have been reported herein.

In this report, we also seek to address issues that are
most material to the formulation and execution of
our strategy. In 2019, our leadership unambiguously
determined that our most material issues include:

) Our commitment to financial inclusion and
financial empowerment, as embodied in our
vision, mission and core values

e  Ourfocus on leveraging cutting-edge technology
to provide our customers with a multifaceted,
convenient, safe and secure banking experience

®  Ourresponsibility to embrace the highest
standards of ethics, transparency and governance
and abide by all regulations in our bid to sustain
our image as a model financial institution that is
trusted and respected by all

M. Masud Rana FCA
Chief Financial Officer

Go Digital

Our leadership team'’s determination of materiality was
informed by the reports emanating from our enterprise
risk management process and extensive engagement
with stakeholders, many of whose interests are today
more extensively aligned with those of the bank.

Forward-looking statements

Certain statements in this document constitute
‘forward-looking statements, which involve

known and unknown risks and opportunities, other
uncertainties and important factors that could turn
out to be materially different following the publication
of actual results. These forward-looking statements
speak only as of the date of this document. The bank
undertakes no obligation to update publicly, or release
any revisions, to these forward-looking statements to
reflect events or circumstances after the date of this
document, or to reflect the occurrence of anticipated
events, if and when they happen.

Board responsibility

The Board, together with the audit and risk committee,
takes responsibility for the financial statements 2019.
In the Board's opinion, this report addresses the
material issues and accurately presents the integrated
performance of the organization and its impact.

BRAC Bank's Board authorised the financial statements
2019 for release on 23 April 2020.

Selim R. F. Hussain
Managing Director & CEO

www.bracbank.com
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BRAC BANK
HIGHLIGHTS

As an institution rooted in Bangladeshi soil, BRAC Bank’s fundamental
premise is expressed in delivering impactful development finance
solutions that spark transformative change in Bangladesh. Improving
the quality of life of people in Bangladesh represents the foundational
focus of our development impact. We aim to influence our crescent of
stakeholders by sharing prosperity through multifaceted investments in
sustainable businesses and in human capacity development.

In 2001, BRAC Bank embarked on a unique journey
that would eventually become a momentous step in
democratising access to institutional finance amongst
small businesses. Its visionary founder, the late Sir
Fazle Hasan Abed, realised that though Bangladesh's
small and medium enterprise (SME) businesses were
generating growth and creating employment, yet

they were neglected by traditional banking as they did
not fit the classical credit parameters. Identifying the
immense opportunity to get banking to the unbanked
and a tremendous route to serve the nation, BRAC Bank
stepped forward to help SME entrepreneurs mobilise
formal credit. At present, BRAC Bank’s pioneering SME
Finance practice is among the largest in the country,
with its asset portfolio growing at a 12% CAGR over the
past five years.

Today, BRAC Bank is one of the leading Bangladeshi
development finance institutions, aligning with its

primary purpose of promoting economic development
and advancing growth of regional integration through
finance. Our development position and strategy are
aligned with Bangladesh's developmental objectives,
the United Nation's Sustainable Development Goals
(SDGs) and the UN Global Compact principles. Our
mandate as well as conduct are guided by our value
framework that emphasises adherence to good
behaviour, ethics and governance and stresses on the
facets of performance, discipline, quality, innovation and
focus on continual learning.

In a major global acknowledgement, BRAC Bank is

also Bangladesh's sole representative in the Global
Alliance for Banking on Values (GABV). GABV comprises
55 financial institutions and 12 strategic partners
operating in countries across Asia, Africa, Australia,
Latin America, North America and Europe. GABV
collectively serves more than 50 mn customers with
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US$ 197.6 bn of combined assets under management, With such a legacy, BRAC Bank has today grown into
and supported by 67,000+ employees. a dominant player in the financial services industry

of Bangladesh. It has 187 branches, 16 Premium
Banking lounges, 424 ATMs, 89 CDMs and 456 SME
Unit Offices located across the country. With a team of

BRAC Bank, alongside other members of the GABY,
adhere to the ‘3P’ philosophy of ‘people, planet and
prosperity; thus appraising its impact on a holistic level.

As a performance-driven bank, we believe we have a 8,000+ employees, the bank caters to more than 1.3
responsibility across our arch of influence — from the mn customers through its diverse range of banking
people we work with to the lives we touch. solutions in the SME, retail and wholesale sectors.

Performance

Values Discipline

Behaviour + Quality

Ethics

Innovation

foundations
Focus of BRAC Bank

Learning

Governance

Financial performance snapshot, 2019 now embraced robust diversification strategies to

further enlarge its presence in the retail and corporate
(Standalone) banking businesses to be able to serve a wider gamut
of customer needs and requirements. With strong
foundations anchored on the trust and confidence of its
Bangladesh’s market leader in the SME banking customers, BRAC Bank is on well on track to become
space. With such a strong positioning, the bank has the best bank of Bangladesh.

Over the last decade, BRAC Bank has emerged as
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OUR
PRILOSOPRY

At BRAC Bank, our focus on sustainability is driven by
our underlying emphasis on the 3P philosophy of —
people, planet and prosperity. Guided by the principles
of this philosophy, our conduct is anchored on creating
a holistic impact that benefits all constituents of our
stakeholder ecosystem.

Planet

People Prosperity

.(M

Sustainability

Focus on people

Our charter enshrines our commitment to serve the
people of Bangladesh, because we believe in the faith
and hope of 165 million people.

Our product solutions cater to the widest range of
needs and requirements — from corporate loans to SME
credit to personal loans, thereby enabling us to closely
integrate with the lives of our customers.

Over the past 20 years, we have continually evolved to
maximise our developmental impact, most notably as
pioneers in SME loans in Bangladesh. In 2019, the bank
served 128,047 SME entrepreneurs with a collateral-
free SME loan portfolio of over BDT 120 bn (approx.),
which is the market capitalisation of several smaller
peer banks put together.

The bank has a strong financial foundation and an
excellent reputation built on its exemplary record

of governance controls and oversight, which helps
reinforce people trust and dependability on the bank.

Focus on planet

As a major player in the financial services sector, BRAC
Bank influences a wide arch of stakeholders, comprising
people, customers, communities and the environment.

Particularly, our influence on the environment is both
directly through our operations, and indirectly through
our impact on our customers, suppliers and employees.

Moreover, as a founding member of Global Alliance
for Banking on Values (GABV), the bank ensures that
enterprises that receive SME loans meet common
environmental standards.

With a view to further reinforce its focus on the planet,
BRAC Bank has instituted partnerships with renowned
international organisations and local banks to initiate
a capacity-building programme to support domestic
commercial banks to build upon their knowledge and
capacity in particularly evaluating and addressing
environmental and social risks and opportunities,

and also in identifying innovative and bankable green
opportunities.

Focus on prosperity

As part of our focus on shared prosperity, we are
advancing the developmental impact in Bangladesh

by expanding access to finance and by effectively
integrating and implementing sustainable development
solutions to support holistic socio-economic growth.

We strongly believe that if banks understand the
inherent nature of the projects they support, they can
become catalysts of sustainable progress. In this realm,
as a values-based bank, we believe in sharing progress
through our active interventions in community welfare
and societal wellbeing, among others.
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MISSION, VISION

AND VALUES

Vision

BRAC Bank’s vision is to build a profitable and socially
responsible financial institution focused on markets and
businesses demonstrating growth potential. Ultimately,
this will assist in making a just, enlightened, healthy,
democratic and poverty-free Bangladesh a reality.

Mission
®  Achieve sustained growth in the SME sector

° Realise continuous low-cost deposit growth with
controlled growth in retail assets

° Corporate assets to be funded through self-
liability mobilisation and growth in assets. This
is done through syndications and investment in
fast-growing sectors

° Continuous efforts to increase non-funded
income

° Debt charges to be kept at 2% to maintain steady
profitable growth

e  Efficient synergies to be managed among the
bank’s branches, SME unit offices and BRAC field
offices. This contributes to the smooth delivery of
remittances, among other products and services

e  \Various lines of business to be managed in a fully-
controlled environment without compromising on
service quality

e  Develop a diverse team motivated towards
making the bank's vision a reality

Core values
e  \Value that we are a part of the BRAC family
° Create an honest, open and enabling environment

° Have a strong customer focus and build
relationships based on integrity, service excellence
and mutual benefit
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e  Strive for profitable and sound growth
° Work as a team to serve owners' best interests

®  Relentlessly pursue business innovation and
improvement

° Value and respect people and make decisions
based on merit

° Base recognition and reward on performance

° Be responsible and law-abiding in all that we do

Code of ethics

An institution’s code of ethics must be guided by its
policies, controls and processes. BRAC Bank’s code of
ethics is derived from BRAC, the largest NGO in the
world. Since its inception, BRAC Bank has invested
relentless efforts in building an ethical operating
environment by embracing seven core values
(collectively known as CRYSTAL):

° 'C’ stands for being 'creative; focusing on
individuals who generate innovative ideas at work

e 'R'stands for being 'reliable; with an emphasis on
having individuals that never let the organisation
down

° 'Y’ stands for remaining 'youthful, underlining
the need for energy and vibrancy among team
members

° 'S’ stands for being 'strong; referring to the
willingness to advance and apply conscious
choice, willpower, discipline and passion at work

e  'T'stands for being ‘transparent; meaning
displaying openness and honesty through clear
and direct communication

° ‘A" stands for being ‘accountable; underlining
the importance of individuals answerable to the
outcomes of their actions

° ‘L' stands for being ‘loyal, which means being
compliant and dedicated at work




There are three basic means of ensuring ethical
behaviour at BRAC Bank:

e  Through the written code of conduct

e  Through advocating equality and safety at the
workplace

e  Through confidential reporting

Code of conduct

Expected behaviours and conduct among BRAC Bank
employees is enshrined in its written code of conduct,
which is available on the bank’s intranet. Excerpts from
the code are presented below:

HR mission
° To be the employer of choice in Bangladesh

° All of our activities and decisions must be based
on, and guided by our 'CRYSTAL' values

Protection of assets

° Those employees dealing with cash, securities,
or other valuables are bound by a standard form
prescribed by the Board

° Each employee is expected to take every
precaution while handling the assets of the bank
and its customers. Doing so will ensure maximum
protection at all times

° Every employee shall, when required by the
bank, furnish information on liquid assets and all
other properties (movable and immovable). This
includes share certificates, insurance policies and
jewellery, among others

Personal responsibilities

° Be a role model in setting standards for ethical
behaviour

° Protect and enhance the bank's assets and reputation

° Understand and comply with laws, regulations
and polices that apply to specific job profiles

° Serve the bank with honesty, integrity, sincerity,
diligence and dedication

Workplace responsibilities
e  Treat colleagues with respect and dignity

e  Support the bank’s commitment to diversity and
equal opportunity employment

° Provide an environment free from intimidation
and harassment

° Refrain from holding any positions with or
accept business opportunities from anyone who
conducts business or competes with the bank

e  Abstain from accepting any outside employment,
honorary or stipendiary, or undertake part-time
work or hold any office of profit without prior
permission of the competent authority

° Comply with the company’s travel and expense policy

e  Notactas an agent of any insurance company or
accept commission, directly or indirectly, unless
acting as an agent on behalf of the bank

° Not personally represent any Director of the
Board to intervene on his or her behalf in any
matter whatsoever

° Not, in his or her private capacity, borrow
money from or place himself or herself under
any pecuniary obligation to a customer, broker,
moneylender or employee of the bank, candidate
for employment in the bank, or any firm or person
having, or likely to have, any dealings with the bank

° Not pressurise employees to support and/or
contribute to political candidates or causes

° Not invest money in businesses belonging to the
bank’s clients

° Protect bank property at all times

e  Safely retain key and classified corporate
documents

Marketplace responsibilities

° Safeguard the privacy, confidentiality and security
of customer data

° Protect confidential information and trade secrets
from competitors

° Protect company trademarks, copyrights and
patents

° Not buy or sell bank securities when in possession
of material non-public information

° Make only accurate statements about the
company'’s products/services

° Not communicate directly or indirectly with the
press, the public or any other agencies. This
relates to any information or document(s) in his or
her possession either in the ordinary course of his
or her official duties, or otherwise, unless directed

° Not participate in any activities, set up or join any
prohibited organisations which may undermine
the prestige or image of the bank
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Not solicit, accept or give gifts that may influence
business decisions

Prevent the use of company services for money
laundering

Protect and enhance the bank'’s assets and
reputation

Diversity, equal opportunity employment and freedom

from harassment

We are committed to equal opportunity. As such,
we treat all individuals on merit, without bias
against gender, age, nationality, religion, ethnicity,
marital status, disability, veteran status or any
other basis, as prohibited by law

The bank’s policy is to provide a work environment
free from intimidation or harassment.
Harassment includes remarks of a sexual nature,
sexist or racist comments, religious slurs and
ethnic jokes, etc.

Promote diversity in the workplace and embrace
the principles of equal opportunity employment
and anti-discrimination




COMPANY
PROFILE

Share capital

Share capital 2019 (BDT) 2018 (BDT)

Authorised capital 20,000,000,000 20,000,000,000

Issued, subscribed

) . 12,333,753,270 10,725,002,850
and paid-up capital

Credit rating

BRAC Bank Limited has been assessed by several
leading credit rating agencies around the world. These
include Credit Rating Agency of Bangladesh (CRAB),
Emerging Credit Rating Limited (ECRL), Credit Rating
Information and Services Limited (CRISL), S&P Global
Ratings and Moody's Investors Service. Based on
financial statements dated December 31, 2018, as well
as other quantitative and qualitative information, BRAC
Bank's ratings are as follows:

2018 2017

Creditrating agency |ong- Short- Long- Short-
term term term term

Credit Rating Agency
of Bangladesh AA1 ST-1  AA1  ST-1
Limited (CRAB)

Emerging Credit
Rating Limited AA+ ST-1  AA+ ST-1
(ECRL)

Credit Rating
Information and
Services Limited
(CRISL)

AA+ ST-1  AA+ ST-1

S&P Global Ratings B+ B B+

Moody's Investors

. Ba3 NP Ba3
Service

This rating signifies:

° BRAC Bank is one of the most financially solvent
banks in Bangladesh

e  Thebank has the capability to meet its financial
commitments

° The bank’s ability to meet its repayment
obligations timely is noteworthy

At BRAC Bank, we are indebted to our stakeholders
for entrusting us with their business and having their
confidence in us throughout our journey.

Information about the bank

Network:

° BRAC Bank has established a widespread network of
service touchpoints across various business segments

e  Thebank's business can be broadly structured
around its three core divisions.
° Corporate Banking
° Retail Banking
e  SME Banking

The bank’s distribution network comprises the following:

Distribution network

Service points classification Number
Business Regions 7
Total Branches (including SME SC/KB) 187
Premium Lounges 16
ATMs 424
CDMs 89
Regional Operation Centres 11
SME Business Regions 8
SME Business Territories 37
SME Business Zones 186
SME Unit Offices 456
Agent Banking Outlets 300
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Office addresses

Corporate office address

Share Department of the bank

BRAC Bank Limited

Head Office: Anik Tower, 220/B, Tejgaon-Gulshan Link
Road, Tejgoan I/A, Dhaka-1208, Bangladesh.

Subsidiary information

BRAC Bank Limited

Head Office: Anik Tower (Ground Floor), 220/B, Tejgaon-
Gulshan Link Road, Tejgoan I/A, Dhaka-1208, Bangladesh.

Phone: 09677555124, 09677555125

Within Bangladesh

Outside Bangladesh

BRAC EPL Investment
Limited

Concord Baksh Tower, Plot
#11/A, Road #48, Block
#CWN (A), Kamal Ataturk
Avenue, Gulshan-2,
Dhaka-1212, Bangladesh

BRAC EPL Stock Brokerage
Limited

DSE Annex Branch

Suite 1001-3 (Sth floor),
9/E Motijheel C/A,
Dhaka-1000, Bangladesh

bkash
Limited

Shadhinata Tower, Bir
Sreshtha Shaheed Jahangir
Gate, 546 Shaheed
Sharani, Dhaka-1206,
Bangladesh

BRAC Saajan Exchange
Company Limited

Head office, 160-162
Lozells Road, Birmingham,
West Midlands, B19 25X,
United Kingdom

Financial calendar

Particulars

Submission date to regulatory bodies

Quarterly results

Un-audited consolidated results for the 1st quarter ended 31

March 2019 29-Apr-19
Un-audited consolidated results for the 2nd quarter and half-year 22-Jul-19
ended 30 June 2019
Un-audited consolidated results for the 3rd quarter ended 30

24-0ct-19
September 2019
Particulars Submission date to regulatory bodies
Dividend

Notice date of the 20th Annual General Meeting

Record date

20th Annual General Meeting held on

Date of distribution of Bonus shares

Taxation on dividend income

08-April-19
11-Apr-19
30-Apr-19
19-May-19

Stock dividend is tax-exempt. In case of cash dividend, the following is the current deduction of tax at source on
dividend income, as per the current Fiscal Act:

° If the shareholder is a company, either resident or non-resident, the taxation rate applicable is 20%

° If the shareholder is a resident or non-resident Bangladeshi, other than a company, the taxation rate is 10%

° If the shareholder is a non-resident (other than Bangladeshi), other than a company, the taxation rate is 30%
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Information sensitive to share price

Particulars

Date of disclosure

Corporate disclosure for the approval of the Financial Statements 2018,

recommendation of dividend, record date for dividend entitlement of 20th AGM 21-Mar-19
(30 April 2019) of BRAC Bank Limited
Corporate disclosure for the first quarter financial information (Un-audited) 29-Aor-19
ended on 31 March, 2019 P
Corporate disclosure for the half year financial information (Un-audited) ended

22-Jul-19
on 30 June, 2019
Corporate disclosure for the 3rd quarter financial information (Un-audited) ended on 30

24-0ct-19
September, 2019

Stock details

Particulars DSE CSE
Stock symbol BRACBANK BRACBANK
Company/scrip code 11138 22029
Listing year 2007 2007
Market category A A
Electronic share availability Yes Yes
Market lot (nos) 1 1
Face value (Tk.) 10 10

Total number of securities

1,233,375,327

1,233,375,327

BRAC Bank is ISO 27001:2013-certified. We are the first bank in Bangladesh to have this certification, acknowledging
our pioneering efforts in the country’s financial services sector, having fulfilled all regulatory mandates. It must be
mentioned that ISO 27001 is an international standard for Information Security Management and formally specifies a
management system that intends to bring information security under explicit management control.
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' PRODUCTS AND SERVICES

Nirman
(Commercial
Annono Apurbo Anonno Plus  TARA (Women Shombriddhi Bahon Prebartan lodging
(Unsecured (Secured (Unsecured  Entrepreneur (Trade (Commercial (E-Commerce construction Motor Bike Credit Secured Personal Loan Personal Loan Auto Personal Home
Loan) Loan) Large Loan) Loan) finance) Vehicle Loan) business Loan) Loan) Financing Cards Loan/Overdraft for Landlord  for Doctors Loan Loan Loan
® ® ® ® ° ° °® ® ° ® ® °® ¢ ® ® °
® Swapno
(Unsecured Loan)
Loan Loan
Kuri
O (Tea Estate ;
Finance) Deposit
Scheme
. Agriculture Deposit Deposit
Finance
° ®
. Flexi Classic
Shohoj
© (Secured Loan) DPS DPS
° ° ®
: : : General Freedom Fixed Abiram
Pragctlcg:lrr]::ent PrE'I:C[f)]I;lrJO Sh%npcgoy Curri:::rglcnount Fixed Deposit  Deposit (FFD)  Fixed Deposit
® ® °
Fixed
Overdraft @ Letter of Export Documentary  Letter of Deposit
Credit (LC) LC Collections  Guarantee (LG)
® ® °
Revolving & o ® * °
Loan Special Fixed Non-Resident Probashi
Deposit  Foreign Currency  Shibudha
| (NFCD) Account Fixed Deposit
mport
Fin;nce { ] Non-funded
Facilties Corporate
Export ®
Finance Current
Work Order | Funded
Finance Facilities
® ® ® ®
Term ® Current EZEE Campus RFCD Probashi
Loan Plus Account Account Shubidha
Account
Lease Ser\IiCES
Finance § Savings
Project !
Finance ° ° ° ° ° ° ° ° ° ° °
Invoice Cash Custodial Probashi Biniyog Syndication Agency Buying Future Happy Savers, Triple Benefit Golden Benefits ~ Probashi Smart Savers
Financing ®  Management  Service Deposit ~ Arrangement  Services House Star TARAHappy  Savings (TBS), Savings(GBS),  Savings account for
Inancing l Savers TARA TBS TARA GBS Account  Employee Banking
CORPnet
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BRAC BANK
STORY S

o 2017
Country's first bank to earn ISO 27001: 2013 Certification in
Information Security: March 20, 2017

250th ATM I 2014
May 24, 2011 B 2012 SME Photography Competition, Launch of the country’s first comprehensive women's banking solutions
. 2007 Forex Booth Opening March 1, 2014 "TARA": May 04, 2017
Enlisted at CSE, January 24, IEC GTEP Award at Airport
2007 May 24, 2011 April 18,2012 2FA Agreement with OneWorld Ranked among the highest credit rating in Bangladesh: ‘AA1’ (CRAB),
[0 1999 for Internet Banking, July 21, Ba3 (Moody's) and B+ (S&P): July 27, 2017
Date of Incorporation Enlisted at DSE, January 28, Probashi Card Launching of New 2014
May 20, 1999 2007 launch Retail Banking Model ADB's "Most Progressive Bank on Gender Strategy and Implementation
May 30, 2011 May 2, 2012 ‘Sustainable Marketing Excellence 2017": September 05, 2017
1 2001 Commencement of share Award’ from CMO Asia, July 31,
Inauguration of trading in DSE and CSE, 10th anniversary Railway e-ticket 2014 Asiamoney's “Best Bank in SMEs" Award: September 26, 2017
Banking operations January 31, 2007 July 4,2011 launching
July 4, 2001 June 10, 2012 Country's first private bank to cross USD 1 billion market capitalization:
Credit card service Launching of bKash 1 2015 October 15, 2017
[T 2002 launching, February 06, July 21,2011 Launching of Internet Inauguration of 175th branch at
First SME Unit 2007 Banking for Banani, March 30, 2015 Women's Market Champion Award from the Global Banking Alliance for
Office Launching of Day Corporate Customers Women (GBA): November 15, 2017
January 1, 2002 Introduction of Probashi Care Service September 17, 2012 TransFast Remittance Service
Banking, April 14, 2007 July 31,2011 Launching, March 31, 2015 ICAB Best Published Annual Reports 2016 - Private Sector Banks:
. 2003 Xpress Money November 25, 2017
Signing with Shore Launching of Travel Related Launching of Krishak Remittance Service NID Verification Agreement with
Cap as investor Services (TRS), November Card launching the Election Commission, August Launch of international remittance service into bKash mobile wallet:
December 29, 2003 20, 2007 October 5, 2011 December 18, 2012 19,2015 December 05, 2017

7 2004 [ |
Signing with IFC as
investor

May 8, 2004

1 2005

First installation of
ATM Booth

April 3, 2005 [ |

1 2006

Issuance of
Preferential share
January 31, 2006

Signing with Infosys
and 3i InfoTech for
changing the bank’s
IT platform August 1,
2006

Opening of 24x7
Phone Banking
September 9, 2006

Initial Public offering
of shares 2006
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2008

Formation of Alternate Banking
Department, April 2008

2009

PDB collection via mobile banking
October 15, 2009

2010

Launching of Probashi Biniyog
May 4, 2010

Off-shore banking launched
June 21, 2010

Co-branded ATM booth launching
with Rupali Bank Limited
September 25, 2010

Launching of Planet Card
October 23,2010

BRTA Online motor vehicle fees and
taxes collection
November 14, 2010

e-Commerce launching for online
shopping facility
December 8, 2010

2013
BKash launches international
remittance, January 3, 2013

Launching of UAE Exchange
FlashRemit Service, January 23,
2013

Launching of remittance at SME
Unit Offices, February 7, 2013

The Best Managed Bank Award
from The Asian Banker, April 23,
2013

First ever SME Entrepreneurs
Conference, May 25, 2013

JCB Cards Partnership, September
4,2013

‘Best Bank in Bangladesh Award’
from Finance Asia, September 12,
2013

Launching of subsidiary biTS,
November 7, 2013

2016

Launching of BRAC Bank Women
Forum ‘Tara’

February 12,2016

Launching of the first ever energy
efficient loan "Planet Solutions”
February 28, 2016

BRAC Bank, bKash, MasterCard
and Western Union partnership
for international remittance
April 17,2016

ICMAB Awards
October 26, 2016

BRAC Bank becomes the Kit
Partner of the National Cricket
Team

December 7, 2016

2018

March 26, 2018:
Hat-trick award from
AsiaMoney

April 10,2018
Core Banking System
Upgrade

April 26,2018
Investment in bKash
by Alipay Singapore
E-commerce Private
Limited

July 09, 2018:
ERP Migration - IFS to
Oracle EBS (myBBL)

September 11,2018
National Cricket Team
Partnership

October 30, 2018:
Agent Banking Launch

2019

March 2019:
Upgraded credit card
systems

August 2019:

Launched the country’s
first-ever livestock
insurance scheme for cattle
farmers

October 2019:
Introduced SME Toolkit in
association with UNGC

November 2019:
Recognised by the National
Board of Revenue (NBR) as
the 5th highest tax-payer in
the country’sbanking sector
for the year 2018-19

December 2019:

Inaugurated the 301% Agent
Banking outlet
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KEY CORPORATE
MILESTONES

BRAC Bank was able to turn in a sound performance in 2019, achieving several noteworthy milestones during the year,
including the following:

° Upgraded credit card systems in March 2019
° Launched the country’s first-ever livestock insurance scheme for cattle farmers in August 2019
° Introduced SME Toolkit in association with UNGC in October 2019

° Recognised by the National Board of Revenue (NBR) as the 5th highest tax-payer in the country’s banking sector
for the year 2018-19, in November 2019

° Inaugurated the 301™ Agent Banking outlet in December 2019

19 ICAB!
SAFA Av
s AARC An

BRAC Bank received award for the “Best Presented Annual Report 2018” from SAFA for the 3rd consecutive year
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AWARDS AND
RECOGNITIONS

In recognition of our efforts in realising our shared vision of achieving progress in contributing to financial inclusion,
holistic stakeholder engagement and governance, we have created an award-winning financial platform, reflected in a
number of awards conferred upon us in 2019.

Awards won, 2019

National Board of Revenue (NBR) award ® South Asian Federation of Accountants
for being the 5th highest tax-payer in a0 (SAFA) award for the ‘Best Presented
the banking sector category for the year Annual Report 2018’ - for the third
2018-19 consecutive year

AR ICAB ‘Best Published Annual Reports LAY ICMAB 'Best Corporate Award 2018’

(
v 24y
»‘, —

X
=,

for private sector banks — for the third
consecutive year

2018 award for private sector banks —
for the third consecutive year

i

‘Women's Market Champion Engagement ‘VISA Award 2019’ for credit card issuing
O Award 2019’ from Financial Alliance for a and merchant acquiring
+ Women
‘MasterCard Excellence Award' in POS E ‘SME Bank of the Year — Asia’ and 'SME
a acquiring business category for 2018-19 E-? Bank of the Year for financing Women-
“ owned SMEs’ awards from IFC's Global

SME Finance Forum

A LAY

_— C e
Became the first Bangladeshi bank Received among the highest credit Emerged as the first and only
to be rated by two of the world's ratings in Bangladesh - ‘AA1’ bank from Bangladesh to achieve
leading credit rating agencies (CRAB), 'AA+' (ECRL) and ‘AA+’ the ISO 18788:2015 international
- S&P Global Ratings (‘B+') and (CRISL) certification for cyber security
Moody's Investors Service ('Ba3’) operations and fusion centre
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BOARD OF DIRECTORS

Dr. Ahsan H. Mansur was inducted as an Independent
Director to the Board of BRAC Bank Limited in May
2017. Afterwards, he was elected as Chairman of BRAC
Bank Limited on August 26, 2019, taking over from the
Founder Chairman Late Sir Fazle Hasan Abed KCMG.

Dr. Mansur started his career as a Lecturer, Department
of Economics, Dhaka University, in 1976. He left for
Canada for higher studies in Economics in the same
year. As a graduate student and research assistant,

he was also offering regular Economics courses at

the undergraduate level at the University of Western
Ontario, Canada (1978-81). Dr. Mansur joined the
International Monetary Fund under its Economist
Programme in 1981 and thereafter completed his PhD
in Economics (on general equilibrium analysis) from the
University of Western Ontario in 1982.

During his long career at the IMF, Dr. Mansur worked
with Middle Eastern, Asian, African and Central
American countries. He worked in important functional
departments (Fiscal Affairs and Policy Review and
Development departments) and area departments
(Middle East and Central Asia and Asian departments)
of the IMF. He also served as the IMF Senior Resident
Representative to Pakistan during 1998-2001 and

as the Fiscal Advisor to the Minister of Finance,
Government of Bangladesh (1989-91). During his
assignment in Bangladesh, Dr. Mansur was primarily
involved with the successful introduction of Value
Added Tax in Bangladesh in 1991. Most recently, he
served as the Division Chief of the Gulf Cooperation
Council (GCC) Division and was the IMF Mission Chief
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for Saudi Arabia, Kuwait and Oman. After taking early
retirement from the IMF, with a view to establishing

an institute aimed at policy analysis, in coordination
with other professionals, Dr. Mansur joined the Policy
Research Institute of Bangladesh as its founder Director
and Executive Director.

Dr. Mansur has published extensively in various
prestigious journals (including Econometrical, Journal of
Economic Theory and IMF Staff Papers), edited books
on special economic topics and in the IMF Occasional
Paper and Working Paper series. His most recently
edited book (with Fernando Delgado) is Stock Market
Developments in the Countries of the Gulf Cooperation
Council, published by Palgrave Macmillan in its Finance
and Capital Markets Series, November 2008.

He received Ford Foundation Dissertation Fellowship
in International Economics, awarded through an

open world-wide competition, 1979-81; Special
University Scholarship, University of Western Ontario,
1977-81; Graduate Students Award, University of
Western Ontario, 1977-81; McMaster University
Graduate Scholarship, 1976-77 and First Grade Merit
Scholarship, University of Dhaka, 1970-75.

Dr. Mansur obtained Ph.D (University of Western
Ontario, London, Canada, 1982); M.A. McMaster
University, Canada, 1977) and B.A. Economics (Hons.
First class with distinction in Math), University of Dhaka,
Bangladesh, 1974.




NIHAD KABIR

Ms. Nihad Kabir is the President of Metropolitan
Chamber of Commerce and Industry, Dhaka (MCCI),
where she is serving her 4th consecutive term.

MCCI, established in 1904, is the oldest chamber of
commerce and industry in the country, representing
large industry and trade. As President of MCCl she is
actively engaged in advocacy for the betterment of the
economy, including for policy, process and legal reform.
She is involved with entrepreneurship development in
conjuction with the iDEA Fund and a2i. She participates
regularly as a speaker and panelist in various fora, and
has participated in various programmes of BPATC.

She is an advocate of the Supreme Court of Bangladesh
and the Senior Partner of Syed Ishtiag Ahmed and
Associates, a leading law firm of the country, with
many pathbreaking cases and legal solutions to her
credits. She has more than 25 years of work experience
as a lawyer, and has appeared internationally as an
expert witness on Bangladesh law. Her expertise is in
corporate and commercial law, as well as fiscal and
labour laws.

Nihad provides legal advice and services to several
agencies of the Government of Bangladesh, as well
as many leading multi-national and local corporates
and non-governmental institutions including private
universities in Bangladesh. She has been the Vice
President, and a Committee Member of MCCl in the
past. She was a member of the Drafting Committee
for the Labour Rules under the Labour Act 2006, and
has assisted in drafting and reviewing many pieces

of legislation; she is a member of the Company Law
Reform Committee. She is a member of the Panel of
Experts for the Padma Multipurpose Bridge Project
and was a Member of the National Pay and Services
Commission. She was the Treasurer and Secretary
General of Ain o Salish Kendro, and was a member of
the National Education Policy Committee. She was
the first legal counsel of the Securities and Exchange
Commission, Bangladesh (SEC).

Nihad worked as Counsel at the Asian Development
Bank (ADB) from 1996-2000. She worked in projects
in many countries in Asia and Indo-China, including
China, Mongolia, Thailand, Vietnam, Cambodia and Lao
PDR. She has undertaken many technical assistance
assignments for the ADB in Bangladesh.

Nihad was elected as an Independent Director on the
Board of BRAC Bank Limited in July 2007. In July 2015
she retired from the Board and joined as Nominee
Director in November 2015. She is, among others,
Chairman of BRAC EPL Investments Limited and BRAC
EPL Stock Brokerage Limited, and Director of bKash
Limited, Infrastructure Development Company Limited
(IDCOL), and Independent Director of Square Textiles
Limited. She has been an Independent Director of Apex
Footwear Limited and a Director of Palli Karma-Sahayak
Foundation (PKSF). She has taught Company Law in the
Department of Finance, Dhaka University.

Nihad Kabir was called to the Bar from Grays Innin
England. She has a B.A. (Hons) degree in law and an
LLM from the University of Cambridge, England.
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KAZI MAHMOOD SATTAR

Mr. Kazi Mahmood Sattar was appointed as an
Independent Director to the Board of BRAC Bank
Limited in October 2015. He was also appointed to the
Board Audit Committee in December 2015.

Mr. Sattar has over 32 years of experience in local and
international banks. He led The City Bank Limited and
Eastern Bank Limited as the Managing Director & CEO
for 13 years. He is currently the Chairman of the Board
of RSA Advisory Limited, a financial advisory firm. He
is also an Independent Director with Unique Hotel &
Resorts Limited (owner of The Westin Dhaka).

As an Independent Director of BRAC Bank, he has been
nominated as a Board Director to bkash and Brac Sajaan
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Exchange Limited. He started his career with ANZ
Grindlays Bank as management trainee in 1981. He
worked overseas with ANZ Grindlays Bank in Mumbai,
India and Melbourne, Australia, for nearly 20 years.

Mr. Sattar graduated in 1981 from Dhaka University
with a Bachelors in Business Management (Honours)
having a major in Finance. He was the Chairman of
the 'Association of Banker’'s Bangladesh’(ABB), the
SWIFT User group in Bangladesh and of the Boards of
City Brokerage Limited and City Bank Capital Resource
Limited.

He was awarded The Best Leadership Award by the
Asian Banker in 2010.




KAISER KABIR

Mr. Kaiser Kabir was appointed as a Nominated Director
to the Board of BRAC Bank Limited in June 2016.

He is the CEO & Managing Director of Renata Limited,
Chairman of Renata Agro Industries Limited (Subsidiary
of Renata), and Chairman of Purnava Limited
(Subsidiary of Renata).

Previously, he served as the Managing Director of
BRAC-Renata Agro Industries Limited, Executive
Director of Sajida Foundation, National Macroeconomist

of Financial Sector Reform Project funded by USAID,
Consultant of The World Bank, Resident Mission
Bangladesh and Research Officer of Institute of
Economics & Statistics, University of Oxford.

He obtained Bachelor of Arts in Economics and
International Relations from Claremont McKenna
College, USA. He earned his Postgraduate Diploma
in Economics with Distinction from the University of
East Anglia, the UK and MPhil in Economics from the
University of Oxford, the UK.
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ASIF SALEH

Mr. Asif Saleh was appointed the executive director

of BRAC Bangladesh on August 1, 2019. He brings
with him a diverse multi-sectoral experience in senior
leadership roles in private, public and non-government
sectors with proven track record of effectively
managing interfaces of development programming,
operational and financial sustainability and building
effective partnerships, both within and outside BRAC.

Mr. Saleh has been deeply anchored in driving the
strategic direction of BRAC. He joined the organization
in 2011, and took up an increasingly important role

in leading advocacy for social change, information
technology, communications and social innovation.

He has been instrumental in BRAC's concentration on
emerging development challenges in the areas of urban
poverty, youth skills development, inclusive growth and
migration. As the senior director of the empowerment
programme cluster, he led BRAC's new programmatic
areas, namely, the urban development programme,
human rights and legal aid services, skills development
programme and migration programme. He also led the

development of BRAC's five-year strategic plan in 2016.

Prior to joining BRAC, Mr. Saleh worked as a policy
specialist for the Access to Information (A2i)
Programme at the Prime Minister’s Office. As part

of the Government's Digital Bangladesh initiative, he
led the policy effort to expand affordable broadband
connectivity across Bangladesh and devised the
Government & m-governance strategy. He was also a
key part of the Union Digital Centre team that created
digital service centres in every union in Bangladesh.
Since then, he has actively promoted the role of
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technology and frugal innovation in the development
sector. He spent 12 years in Goldman Sachs in different
fin-tech roles and institutional client sales in New York
and London, ending his term there as an Executive
Director. He has also worked in GlaxoWellcome, IBM
and Nortel.

Mr. Saleh is the founder of Drishtipat, a global
organisation with chapters across the globe focusing
on human and economic rights of Bangladeshis. He
was recognised for his work by Asia Society’s Asia
21 programme in 2008, the Bangladeshi American
Foundation in 2007, and was selected as an Asia 21
Fellow in 2012. He was selected as a Young Global
Leader by the World Economic Forum in 2013.

Mr. Saleh is an active member in a range of international
networks and alliances, advocating inclusive
achievement of the Sustainable Development Goals.

He is a member of the Millions Learning International
Advisory Group, Brookings Institute, which addresses
the question of how to scale quality education for all
children and youth. He is also a member of the South
Africa-based Innovation Edge, an institution promoting
early childhood development.

Mr. Saleh chairs BRAC IT Services Limited and BRAC Net
and is on the Board of BRAC Bank. He is also a Board
member of multiple non-profits, such as Spreeha,
Institute of Informatics and Development, and Maya.

Mr. Saleh holds a Bachelor's degree in computer science
and an MBA in management and marketing from the
Stern School of Business, New York University.




FARZANA AHMED

Ms. Farzana Ahmed was appointed Independent
Director of BRAC Bank Limited on January 29, 2020.

Ms. Ahmed has over 35 years working experience as a
chartered accountant in the public and private sectors in
the United Kingdom, Australia and the Philippines. Prior
to joining BRAC Bank Limited, Ms. Ahmed worked at the
Asian Development Bank (ADB), Philippines for over 20
years from where she took voluntary early retirement
in October 2019. Whilst at ADB Ms. Ahmed worked

in various capacities with her most recent position

as Lead, Evaluation Specialist in the Independent
Evaluation Department. Before that she served as a
Lead Results Management Specialist (Public Sector
Management) in ADB's Strategy and Policy Department
where she was also the Principal Coordinator of the
Asia Pacific Community of Practice on Managing for
Development Results. Ms. Ahmed has also worked

in ADB operations as Senior Portfolio Management
Specialist, South East Asia Regional Department

which she joined in 2008 following a 7 year posting

to ADB's Indonesia Office. At the Resident Office she
was the Senior Financial Management Specialist from
where she was seconded as Advisor to the Australian
Government to help coordinate Australia's support to

the reconstruction of Aceh, post the 2004 Tsunami.

Ms. Ahmed started her working career in 1982 as a
trainee chartered accountant at Peat Marwick Mitchell
in United Kingdom. Following a move to Australia in
1986 she joined Peat Marwick Mitchell in Sydney prior
to moving to Rothmans Holdings Ltd in 1987 to start
the Internal Audit Department. From there she worked
in various accounting capacities at Port Waratah
Services Ltd and the Australian Manganese Company
Ltd and the Broken Hill Proprietary Limited. In 1996 she
joined Westfield Ltd. Australia as Finance Manager -
Corporate & International, which she left in 1998 to join
the ADB.

Ms. Ahmed was awarded a BA (Hons) in Philosophy,
Politics and Economics from Oxford University, England
and this was followed by an MA (Hons) in 1991. She
was admitted to the Institute of Chartered Accountants
in England & Wales in 1987 and then also became

a member of the Institute of Chartered Accountant

in Australia in the same year. Ms. Ahmed has a keen
interest in the education sector and is currently the
Principal of Kids Tutorial, an English Medium school
based in Shantinagar, Dhaka.
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FAHIMA CHOUDHURY

Ms. Fahima Choudhury was appointed as an
Independent Director of BRAC to the Board of Directors
of BRAC Bank Limited in April 2018.

Ms. Choudhury is a leading marketing communications
and advertising professional in the country. She
started her career in Adcomm Limited (one of the most
renowned advertising agencies in the country) rising to
the position of Director, before moving on to founding
her own integrating marketing communications agency
called Marka.

Marka was later acquired by Ogilvy & Mather
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Worldwide, and Ms. Choudhury now serves as the
Managing Director (and shareholder) of Ogilvy & Mather
Bangladesh. She is also a member of Ogilvy APAC
regional council, as well as Assistant General Secretary
in the Advertising Agencies Association of Bangladesh.

Aside from this, Ms. Choudhury also has business
involvements in various other industries (namely
hospitality, media and IT).

Ms. Choudhury did her B.Sc. (Hons.) Management
and M.Sc. Management from the London School of
Economics & Political Science in the United Kingdom.




DIRECTORS™ RESPONSIBILITY

STATEMENT

BRAC Bank is a financial institution of repute in
Bangladesh and across the world. Hence, it is
imperative that the bank is governed with the highest
quality pedigree and, towards ensuring this, its Board of
Directors is entrusted with the responsibility of:

e  Establishing core structural policies for the bank
° Managing and mitigating risk at all levels

° Ensuring the robustness of internal controls and
compliance standards

° Implementing internal audit and fulfillment of all
requirements necessary to achieve the highest
level of compliance

° Engaging with human resource capacity-building
and development at a spatial level

In compliance with Bangladesh Bank BRPD Circular
No. 11, dated 27 October 2013, and BSEC Corporate
Governance Code, dated 3 June 2018, the following
directives are issued as the key responsibilities of
the Board of Directors of BRAC Bank for ensuring
good governance, operational sustainability and
organisational viability.

Work planning and strategic management

BRAC Bank's Board is responsible for determining
the objectives and goals of the banking organisation.
Towards this extent, the Board frames strategies and
work plans on an annual basis to achieve expected
outcomes. The Board also especially engages in:

° Aligning the bank's strategies with the targetted
objectives and goals

° Implementing key changes relating to bringing
forth necessary structural amendments

e  Ensuring enhancement of institutional efficiencies
for improved future preparedness

° Intervention across other relevant structural
policy matters

Importantly, the Board also analyses and monitors the
implementation of the work plans on a quarterly basis.

The Boards provides an analytical review of the
operating environment and the performance of the
business in the context of the operating landscape,
which is incorporated in the Annual Report. It also
articulates the attainment of business and other
performance targets, as set forth in its annual work
plans. The Board also apprises shareholders on its
strategic future-facing plans and initiatives, especially
from the point of view of expressing sustenance of
shareholder and stakeholder value.

As part of its resource management/engagement
responsibilities, the Board has established key
performance indicators (KPIs) for the MD & CEO and
other officers two tiers below the MD & CEO, and also
engages in the evaluation of their performance from
time-to-time.

Credit and risk management

Risk management, especially comprising credit risk
that is a key risk facing a financial institution, is a
key component of BRAC Bank's Board's executive
responsibilities. The policies, strategies, procedures,
etc., in respect of appraisal of loan/investment
proposals, sanctions, disbursements, recovery
initiatives, payment rescheduling and write-offs are
initiated with the Board's explicit approval under the
purview of existing laws, rules and regulations.

The Board specifically allocates the power of loan/
investment sanction to the MD & CEO and executives
under him. Importantly, no director interferes directly
or indirectly with the process of loan approval, recusing
themselves in the event, if any, of any apparent or
perceived conflict of interest.

The Board also frames policies for enabling effective
risk management, monitoring compliance with this
framework on a regular basis and also resetting this
framework as per the evolving business environment.
The Board also engages in the review of the risk
compliance report on a quarterly basis and the
discussions and findings of the Board are incorporated
in the minutes of the Board meeting for future
reference. The Board also monitors compliance with
guidelines of Bangladesh Bank with regards to risk
management.
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Altogether, these interventions infuse tremendous
dynamism in the bank's risk management process,
enabling it to safeguard its operations at all times and
securing its reputation as well.

Internal control management

The Board remains vigilant on the internal control
systems of the bank in order to attain and maintain
satisfactory qualitative standards across its loan/
investment portfolio.

Notably, the Board delivers the responsibility of
establishing such an internal control system so that the
internal audit process can be conducted independently
by the management. It also reviews reports submitted
by its Audit Committee on a quarterly basis, ensuring
compliance with recommendations made in internal and
external audit reports and also with Bangladesh Bank’s
inspection reports.

Further, human resource management and
development policies relating to recruitment,
promotions, transfers, disciplinary and punitive
measures, training and skilling, etc., and even terms

of employment, are framed and approved by the

Board. The Chairman or any of the directors in no way
involve or interfere with or wield influence over any
administrative affairs with regards to human resources.

Further, no member of the Board is included in

the selection committee/s for staff recruitment

or promotion, thereby segregating the executive
responsibilities of the Board with the operational
responsibilities of the management. Recruitment,
promotions, transfers and penal actions of officers

two tiers below the MD & CEOQ, however, rests with the
Board. Such recruitment and promotions are carried out
in compliance with the bank’s service rules, including
policies for recruitment and promotion.

The Board embraces a participatory approach in

the development of skills of the bank's staff across
different business activities, specifically focusing on
building human resource capacity in loans/investment
proposal sanctions and in the ability of human
resources to review and thus make adequate and
material adjustments from information generated out
of MIS (management information system) reports. The
Board also directs embedding these programmes in its
annual work plan, thereby ensuring a continuous focus
on such activities.

Overall the Board sets the tone for the code of conduct
and ethics for every tier of employees and also ensures
the highest levels of compliance. This has gone a long
way in ensuring that compliance becomes an integral
part of the organisational culture and value system.

Financial management

The annual budget and statutory financial statements
are finalised with the approval of the Board. The Board




engages in a holistic quarterly review of the bank's
position with respect to its income, expenditure,
liquidity, non-performing assets, capital base and
adequacy, maintenance of loan loss provisions and
steps taken for loan recovery of default accounts,
including legal measures.

The Board also frames policies and procedures for
the bank’s procurement activities and has developed
empowered teams with decentralised responsibilities
for taking decisions with regards to effecting key
procurements. The maximum possible delegation of
responsibility for expenditures rests with the MD &
CEO and his team. Decision on matters relating to the
bank's infrastructure development, including acquisition
of land, buildings, vehicles, etc., for the purpose of
furthering the business are adopted with the approval
of the Board. Further, the Board also reviews the
performance of the bank’s Asset-Liability Committee
(ALCO), according to Bangladesh Bank guidelines.

Appointment of Chief Executive Officer (CEO)

In order to strengthen the foundations of the bank and
reinforce stakeholder confidence in our operational
sustainability, one of the major responsibilities of the
Board is to appoint an honest, efficient, experienced and
suitable CEO & MD. The appointment of the CEO & MD
is made with the approval of the Bangladesh Bank.

The Directors are responsible for the overall governance
and administration of the bank and, in discharging this

responsibility, the Directors confirm to the best of their
knowledge and belief that:

a.  Thefinancial statements prepared by the bank’s
management present fairly its state of affairs, the result
of its operations, cash flows and changes in equity;

b.  Proper books of account of the bank have been
maintained;

c.  Appropriate accounting policies have been
consistently applied in the preparation of the
financial statements and that the accounting
estimates are based on reasonable and prudent
judgments;

d.  Theinternational financial reporting standards, as
applicable in Bangladesh, have been followed in
the preparation of the financial statements, and
any departure therefrom has been adequately
disclosed;

e.  The system of internal control is sound in design and
has been effectively implemented and monitored;

f. There is no doubt whatsoever on the bank’s ability
to continue as a going concern.

On behalf of the Board of Directors,

Aloe e M e

Dr. Ahsan H. Mansur
Chairman
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SHAREHOLDING POSITION
OF BRAC BANK LIMITED

As on 31 December, 2019

S, Status (Sponsor/ No. of shares Percentage c?f
no. Name Promoter/ Director) held as on 31 total no. of paid-
December 2019 up shares (%)

1. BRAC Sponsor 546,132,327 44,279

2. Late Sir Fazle Hasan Abed, KCMG Sponsor 12,109 0.001

3. Late A. S. Mahmud Sponsor 10,128 0.001

4, Late FarugA. Choudhury Sponsor 10,128 0.001

5. Dr. Saleh Uddin Ahmed Sponsor 8,322 0.001

6. Dr. Ahsan H. Mansur (Chairman) Independent Director Nil Nil

7. Ms. Nihad Kabir (Nominated by BRAC) Nominated Director 414,628 0.004

8. Mr. Kaiser Kabir (Nominated by BRAC) Nominated Director Nil Nil

9. Mr. Asif Saleh (Nominated by BRAC) Nominated Director Nil Nil

10. | Mr. Kazi Mahmood Sattar Independent Director Nil Nil

11. | Ms. Fahima Choudhury Independent Director Nil Nil

12. | General public Otherthan Sponsor’ - 687,157,685 55.713
Total paid-up shares 1,233,375,327 100
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CORPORATE
ORGANOGRAM

At BRAC Bank, we possess a streamlined organogram, or organisational structure, with clear line of reporting. This
framework enables rapid communication and direct engagement across the various levels of the bank, thereby
supporting quick and quality decision-making. This represents a core competitive advantage in a rapidly changing
business environment.

BOARD OF
DIRECTORS

Board Risk Board Audit
Management Committee Committee

Managing Director &
CEO

Head of Internal Control
and Compliance

DMD and Chief DMD and Chief
Financial Officer Operating Officer
Head of SME — Chiefg?f??grology Company Secretary,
Banking Head of RA and CAMLCO
| Head of
Head of Retail Operations Head of Human

Banking Resources

Bl Head of GSS and
Head of Corporate RICCRICIIS Head of Credit Risk

Banking Division Management
Head of Treasury and Head of Head of Alternate
Financial Institutions Communication Banking Channels
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 MANAGEMENT COMMITTEE

Selim R. F. Hussain

Managing Director and Chief
Executive Officer

M. Masud Rana FCA Sabbir Hossain Syed Abdul Momen Tareq Refat Ullah Khan

DMD and Chief Financial DMD and Chief Operating Head of SME Banking Head of Corporate Banking
Officer Officer

Mahiul Islam Shaheen Igbal Nazmur Rahim Rais Uddin Ahmad
Head of Retail Banking Head of Treasury and Head of Alternate Banking Company Secretary, Head
Financial Institutions Channels of Regulatory Affairs and
CAMLCO

Brigadier General Tushar M. Sarwar Ahmed Bilquis Jahan Ahmed Rashid Joy

Kanti Chakma (Retd.) Head of Internal Control and Head of Human Resources Head of Credit Risk
Head of General Services, Compliance Management

Security and Procurement

Muniruzzaman Molla A.S. M. Wasi Noman Ekram Kabir
Head of Operations Chief Technology Officer Head of Communication
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A. K. M. Tareq

Regional Head, Dhaka Central
and Mymensingh Region

Anup Kanti Das

Regional Head, Sylhet Region

Head of Information Security

Dewan Imteaz Ahmed

Head of Retail Lending

Hasnain Mohammad Abid
Zaman
Head of SAM-Retail

Kaiser Chowdhury
Senior Manager, Human
Resources

& &

Abdul Gaffar Abu Sadat Chowdhury
Area Head, Dhaka North Head of Large Corporate
Region Unit-3

b}

Biplab Kumar Biswas

B.M. Zahid-Ul Haque

Business, (North)

ﬁ

Dewan Shihab Minhaz Faisal Hussain
Head of Large Corporate Head of Organizational
Unit-4 Development

Indrajit Sur
Head of Emerging Corporate

Imtiaz Ahmed
Head of ADC

Kazi A. B. M. Bashir

Kazi Asaduzzaman
Ahmed Head of Asset and ROC

Head of Trade Operations Operations

Head of Underwriting, Small

Abu Sayem Ansari
Head of Premium Banking

Debabrata Roy
Head of Central Operations

Farhana Sharmin Sumi
Head of Compensation and
Rewards

Ishrat Jahan
Head of Cards Operations

e

Khairuddin Ahmed
Head of Merchant Acquiring
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Khaled Al Fesani

Unit Head , Large Corporate

Relationship Unit 6

Lt. Col. Mahdi Nasrullah

Shabhir (Retd.)
Head of SAM-SME

8

Md. Arif Ahmed
Business Head, Emerging
Small Business-Unit 1

Md. Mahboob Ur Rahman
Head of Underwriting, WB,
Unit-1

Md. Shahin Lasker
Head of Process Re-
Engineering
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Khaled Bin Kamal
Head of Risk Management
Unit

Mahfuz Nawaz Khan
Head of Administration

Md. Borhan Uddin
Area Head, Cumilla and Dhaka
South Region

8

Md. Nazrul Islam
Head of Small Business,
West

Md. Syedul Islam FCA
Head of Audit

&
Khalid Hossin
Head of Digital Lending

8

Md. Abdul Wahed
Senior Manager, Loan
Operations-Retail

Md. Hafizur Rahman
Head of SAM, Small
Business-East

Md. Rafiqul Islam
Business Head, Emerging
Small Business-Unit 2

Md. Taher Hasan Al
Mamun
Regional Head, Cumilla and
Dhaka South Region

.

\ *‘I y
Khan Mohammed Istiaque

Head of Unit-5, Regional
Corporate

Md. Abu Taher Mridha
Head of Payments and
Transactions

Md. Jabedul Alam
Head of Trade Development
and Cash Management

Md. Shah Alam
Head of Business Support and
Women Entrepreneur Cell

Md. Yasir Arafin FCMA
Head of Business Planning
and Analysis




Mehruba Reza
Senior Product Manager

Mohammad Anamul Hoque
Head of Export Trade
Operations

Mohammad Salauddin
Hazari
Regional Head, Chattogram and
Feni Region

Mohd. Mahabubur Rashid
Unit Head, Trade Development
and Cash Management

Najmus Sakeb Jamil
Head of Technology
Infrastructure and Systems
Management

Mesbah Uddin Muntassir

Head of Learning and
Development

N
Mohammad Lutful Haque
Deputy CAMLCO

Mr. Mohammad Syed
Bashir Ali, FCA, FCMA (IND)
Head of Regulatory Reporting

and Taxation

Monzur Ul - Mowla
Head of Credit Administration

AN
Nurun Nahar Begum
Head of Core Banking
Application

Mirza Hashibul Halim
Area Head, Cumilla and Dhaka
South Region

Mohammad Mahbubur
Rahman FCS
Deputy Company Secretary

Mohammad Sujauddin
Unit Head, Credit-Emerging
Corporate

Muhammad Ali Talukder
Head of Branch Governance

Rajesh Kumar Barua
Head of Retail Underwriting

Mohammad Abdul Ohab
Miah FCA
Financial Controller

Mohammad Reza Hyder
Head of Large Corporate
Unit-2

Mohammed Aminul
Hoque Sarwar
Head of Procurement

Muntasir Rahman
Head of Application
Development and ERP Support

Rasheed Ahmed
Head of Legal and Recovery
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S.M. Alomgir Hossain Sajid Rahman

Head of Small Business, East Head of Large Corporate
Unit-1

Shah Nur Quayyum Shah Ibnul
Head of Research Head of SAM-Corporate,

Mid Market and Emerging

Siraj Azam Siddiquey Sk. Md. Zulfiger Amin

Head of Digital Banking and Head of Compliance
E-Commerce

Tahsin Shahid Taimur Ali
Regional Head, Dhaka North and Head of Marketing
Head of Branch Sales

Yusuf Zaman Khan
Area Head, Dhaka North
Region
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Samina Dilshad Amin
Senior Manager, Organizational
Development

=

Shahrear Md. Zamil
Head of Global Relationships

yo

Sk. Moinul Hassan
Head of Underwriting,
Emerging Corporate

Tapati Bose
Head of Account Services

Zahedul Matin
Area Head, Dhaka Central and
Mymensingh Region

Sarah Anam
Head of Products, Deposits
and NFB

S
Sheikh Mohammad

Ashfaque
Head of Branches

Swapan Kumar Das
Head of Treasury and Fl
Operations

Wabhid - Bin - Ahmed

Head of Underwriting-Small
Business (South)




DIRECTORS'
REPORT

The Board of Directors of BRAC Bank Limited take
pleasure in presenting the Directors’ Report, along with
the audited financial statements, for the year ended 31
December 2019. This report comprehensively outlines
the performance of the bank for the year 2019. The
internal control has been set up within the organization
for the accuracy and proper presentation of financial
information. The Board has reviewed the financial
statements prepared by management to ensure
accuracy of financial information and financial reports.
The report aims to succinctly summarise global and
domestic economic performance and outlook for the
coming vears and also presents a detailed analysis of
the bank’s financial performance for the year 2019.

GLOBAL ECONOMY

The global economy has grown by 2.9% in 2019.
However, global growth is projected to contract sharply
by — 3.0% in 2020 as COVID-19 pandemic is inflicting
high and rising human costs worldwide requiring
isolations, lockdowns, and widespread closures to slow
the spread of the virus, which in turn is having a severe
impact on economic activity around the globe. The IMF
has attributed this outcome far worse than during the
2008 global financial crisis — requiring extraordinary
downward revision of growth forecast by 6.0% in IMF's
April 2020 Outlook compared to January 2020.

Figure 1. World Growth in GDP per Capita
and Recessions
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Figure 2. Countries with Negative per Capita
Growth
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Extreme uncertainty around the global growth forecast
remains as economic fallout depends on factors that
interact in ways that are hard to predict, such as the
pathway of the pandemic, the intensity and efficacy of
containment efforts, the extent of supply disruptions,
the repercussions of the dramatic tightening in global
financial market conditions, shifts in spending patterns,
behavioural changes, confidence effects, and volatile
commodity prices. Risks of much worse outcomes
predominate in the current scenario as many countries
are facing a multi-layered crisis consisting of a health
shock, domestic economic disruptions, plummeting
external demand, capital flow reversals, and a collapse
in commaodity prices.

Figure 3. Quarterly World GDP
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Source: IMF staff estimates.
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In a baseline scenario, the global economy is projected
to grow by 5.8% in 2021 as economic activity normalizes
aided by policy support — with the assumption that
pandemic fades in the second half of 2020 along with
gradual unwinding of containment efforts, and the
restoration of consumer and investor confidence. The
projected recovery also assumes that policy actions
undertaken are effective in preventing widespread firm
bankruptcies, extended job losses, and system-wide
financial strains. Nevertheless, the level of GDP at the
end of 2021 in both advanced and emerging market and
developing economies is expected to remain below the
pre-virus baseline (Figure 3).

Despite severe downgrade to global growth forecasts,
risks to the outlook are on the downside — for example,
a deeper contraction in 2020 and a shallower recovery
in 2021 could materialize depending on the pathway

of the pandemic and the severity of the associated
economic and financial consequences. A second or third
wave of coronavirus infections may also emerge which
may prove to be more severe as suggested by the study
of past pandemics. Such adverse outcomes can test the
limits of central banks to support the financial system
and further increase the fiscal burden of the shock.
However, if a therapy or vaccine is developed earlier
than the expected timeline, then the removal of social
distancing measures could lead to a quicker recovery
than current projections.

Global Liquidity & Inflation

Earlier in 2020, financial markets were optimistic on
the back of supportive monetary policies, reduced trade
tensions, and tentative signs of stabilization in the
global economy. However, as COVID-19 spread globally,
the rapidly worsening risk sentiment prompted a series
of central bank rate cuts, liquidity support actions, and
large asset purchase programmes, including from the
US Federal Reserve, European Central Bank, Bank of
England, Bank of Japan, Bank of Canada, and Reserve
Bank of Australia, as well as from emerging market
central banks in Brazil, China, India, Malaysia, Mexico,
the Philippines, Saudi Arabia, South Africa, Thailand,
and Turkey—which will help partially offset the
tightening in financial conditions. Several central banks
have also activated bilateral swap lines to improve
access to international liquidity across jurisdictions.
Moreover, different governments around the world
have introduced massive stimulus packages to save
their economies from the impact of the coronavirus
pandemic — which adds up to an unprecedented total of
USD 5.77 trillion as of May 2020.
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Figure 4. Advanced Economy Government
Bond Yields (%)
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Figure 5. Probability of Inflation Below 1%
over Five-Year Period (%)
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Government bond vields in Germany and the United
States fell sharply, on net, reflecting both declines in
term premiums and a lower expected path of monetary
policy (Figure 4). The market-implied probability of
inflation falling below 1% in any single year over the
next five years spiked in Europe and in the United States
on concerns about the economic impact of COVID-19
and the fall in oil prices (Figure 5).

Figure 6. Actual and Expected Policy Rates (%)
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Figure 7. Advanced Economy Government
Bonds (% of bonds outstanding, by yield)
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As central banks responded with decisive monetary
policy easing, policy rates in several advanced
economies came down close to zero (Figure 6), and
government bond yields are now expected to stay low
for even longer. The stock of government bonds with
yields of less than 1% (shown in light and dark blue in
Figure 7) doubled from about 40% of bonds outstanding
at the end of 2019 to about 80% in March 2020.

Global trade

In 2019, broad-based weakening in global growth
affected major advanced economies such as the US,
the Euro area, and smaller Asian advanced economies,
and has been more pronounced in emerging markets
and developing economies, such as Brazil, China, India,
Mexico and Russia, as well as few other economies that
suffered from macro-economic and financial stress. As
aresult, global trade came to a virtual standstill in 2019
and registered a growth rate of only 0.9% for the year
due to a slowdown in industrial production, reduced
investment spending, reduced import growth, economic
stress, the impact of heightened trade tensions on
business sentiment in the manufacturing sector, and
downturn in car production and sales.

After global trade growth slowed significantly in

2019, the COVID-19 pandemic is expected to further
cause an unprecedented fall in world trade. As per the
estimates of the World Trade Organization (WTO), the
world merchandise trade could plummet between 13%
and 32% in 2020 due to the pandemic, and the adverse
effects of coronavirus on globalization may carry on for
years similar to the 2008 financial crisis.

Global economic outlook

Advanced economies are projected to contract by 6.1%
in 2020 — where several economies have experienced
widespread outbreaks and deployed containment
measures. Most economies in the group are forecast to
contract this year, including the United States (-5.9%),
Japan (-5.2%), the United Kingdom (-6.5%), Germany

(=7.0%), France (=7.2%), Italy (—9.1%), and Spain (—8.0%).
In parts of Europe, the outbreak has been as severe as
in China's Hubei province. Although essential to contain
the virus, lockdowns and restrictions on mobility are
extracting a sizable toll on economic activity. Adverse
confidence effects are likely to further weigh on
economic prospects.

Among emerging market and developing economies,

all countries face a health crisis and is projected to
contract by —1.0% in 2020; excluding China, the growth
rate for the group is expected to be —2.2%. Even in
countries not experiencing widespread detected
outbreaks as of the end of March 2020 (and therefore
not yet deploying containment measures of the kind
seen in places with outbreaks) the significant downward
revision to the 2020 growth projection reflects large
anticipated domestic disruptions to economic activity
from COVID-19. The 2020 growth rate for the group
excluding China is marked down by 5.8% from the IMF's
January 2020 projection. Growth would be even lower if
more stringent containment measures are necessitated
by a wider spread of the virus among these countries.

Emerging Asia is projected to be the only region with
a positive growth rate in 2020 (1.0%), albeit more than
5% below its average in the previous decade. In China,
indicators such as industrial production, retail sales, and
fixed asset investment suggest that the contraction

in economic activity in the first quarter is likely about
8% year over year. Even with a sharp rebound in the
remainder of the year and sizable fiscal support, the
economy is projected to grow at a subdued 1.2% in
2020. Several economies in the region are forecast

to grow at modest rates, including India (1.9%) and
Indonesia (0.5%), and others are forecast to experience
large contractions (Thailand, —=6.7%).

Other regions are projected to experience severe
slowdowns or outright contractions in economic
activity, including Latin America (-5.2%)— with Brazil's
growth forecast at —5.3% and Mexico's at —6.6%;
emerging and developing Europe (-5.2%)—with
Russia’'s economy projected to contract by —5.5%; the
Middle East and Central Asia (—2.8%)—with Saudi
Arabia's growth forecast at —2.3%, with non-oil GDP
contracting by 4%, and most economies, including Iran,
expected to contract; and sub-Saharan Africa (—1.6%)—
with growth in Nigeria and South Africa expected at
—3.4% and —5.8%, respectively. Following the dramatic
decline in ail prices since the beginning of the year,
near-term prospects for oil-exporting countries have
deteriorated significantly: the growth rate for the group
is projected to drop to —4.4% in 2020.

Global growth is expected to rebound to 5.8% in 2021,
well above trend, reflecting the normalization of
economic activity from very low levels. The advanced
economy group is forecast to grow at 4.5%, while
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growth for the emerging market and developing
economy group is forecast at 6.6%. In comparison, in
2010 global growth rebounded to 5.4% from —0.1%
in 2009. The rebound in 2021 depends critically on
the pandemic fading in the second half of 2020,
allowing containment efforts to be gradually scaled
back and restoring consumer and investor confidence.
Nonetheless, the level of GDP at the end of 2021 in
both advanced and emerging market and developing
economies is expected to remain below the pre-virus
baseline.

Bangladesh economy

Bangladesh has continued its strong GDP growth
trajectory in FY2019, with stable inflation and domestic
consumption, and is set to graduate to a developing
country in 2024, from its current LDC (least developed
country) status.

Today, Bangladesh has successfully diversified into a
manufacturing-based economy, riding on sustained
growth in the ready-made garment (RMG) sector,
which accounts for 85% of the country's total export
earnings. Remittance inflows further grew by 9.5% in
FY2019 to USD 16.4 billion after rebounding strongly
in FY2018. The sector continues to play a significant
role in promoting private consumption, employment
creation and external stability. Current account deficit
(CAD), which was heating up in FY2018 also cooled
down to USD 5.3 billion due to favourable export and
remittance growth, while import growth was largely
stagnant. As a result, foreign exchange reserves of
the nation stood at USD 32.72 billion at the end of
FY2019. Inflation declined further by 30 bps to 5.48%
in FY2019, while GDP growth was recorded at a
remarkable 8.15% for the first time in the history of the
country. Improving balance of payments and net foreign
asset (NFA) growth recovery fostered by supportive
policy measures eased liquidity stress in both BDT
and USD by the end of FY2019 that had spilled over
from the widening CAD during the previous fiscal year.
Simultaneously, the country needs to keep reinforcing

its macroeconomic policy framework and advance a
range of structural measures to reshape institutional
and regulatory policies of the economy to help realise
the latent growth potential of the country with its
already favourable demographics.

Sovereign ratings

Bangladesh has held on to its 'stable’ credit profile
from three global rating agencies in 2019, following
the trend from previous years. For the 10th year in

a row, Moody's and Standard & Poor's (S&P) gave
Bangladesh ‘Ba3’ and ‘BB-' ratings, respectively. Fitch
Ratings affirmed Bangladesh's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at '‘BB-" with a
‘Stable Outlook’ on November 25, 2019. Among peer
economies, Bangladesh stands in a strong position
ratings-wise (figure 8).

Weak economic development, as represented by per
capita GDP of USD 1,900 for 2019, remains one of the
major credit rating constraints for Bangladesh. This
income level represents a weak and narrow revenue
base, in turn limiting fiscal and monetary flexibility for
dynamic response to exogenous shocks. All three rating
agencies have expressed concern over this narrowing
base, exacerbated by weak banking-sector health.

In addition, Moody's also downgraded Bangladesh’s
macro profile to "Weak-' from ‘Weak' by introducing a
negative one-notch adjustment to credit conditions,
which will push up transactional cost for banks. The
agency has also expressed reservations about the
outlook of Bangladeshi banks due to its asset quality,
profitability and new relaxed default loan classification

policy.

On a positive note, Bangladesh's GDP growth trend
continues to be one of the strongest among Fitch-rated
sovereigns. Average growth of 7.0% in the five years
through FY2019 is well above the ‘BB’ category median
of 4.2%. Bangladesh received satisfactory ratings for its
foreign-exchange reserves, which covers 5.6 months
of current external payments in 2020, compared with a
‘BB’ category median of 4.4 months.

Figure 8: Credit rating comparison - Pakistan, Vietham, Bangladesh and India.
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Agricultural sector

The contribution of agricultural sector to GDP in
Bangladesh declined to 13.6% in FY2019 from 14.2%

in FY2018, as overall sectoral productivity is less than
that of the industrial sector. Growth of the sector also
declined to 3.9% in FY2019 from 4.2% in FY2018. An
amount of BDT 218 billion was targeted to be disbursed
as agricultural credit, against which BDT 236.16 billion
was disbursed, which is 10.4% higher than actual
disbursement of FY2018. Subsidy in agricultural inputs,
enhanced coverage and easy agricultural credit was
ensured in order to scale up productivity and BDT 90
billion was allocated in the Union Budget of FY2019 to
achieve these objectives. Marine (fish) production stood
at 42.77 lakh MT in FY2018 from internal water and sea
resources, whereas the target for FY2019 was 43.81
lakh MT.

Figure 9: Sectoral GDP share (%)
Sectoral GDP share (%)
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Source: Bangladesh Bank Annual Reports

Industry sector

The contribution of industry to GDP in Bangladesh
increased by 1.3% from 33.7% in FY2018 to 35.0% in
FY2019. Growth of the industry sector also increased
to 12.7%in FY2019, from 12.1% in FY2018. Growth

of three industrial sub-sectors — manufacturing,
mining and quarrying; electricity and gas and water
supply — also increased significantly in FY2019,
though the construction sector experienced a slight
decline in growth during the year. Contribution of the
manufacturing sub-sector-to-GDP also increased

to 24.1% in FY2019 from 22.9% in FY2018. The
government has been persistent in its efforts towards
developing industrial sectors, such as manufacturing,
fuel, agriculture and forestry, mineral extraction

and processing, tourism and hospitality services,
construction and ICT. For instance, the ‘National
Industrial Policy — 2016" was introduced with the
underlying objective of ensuring sustainable and
inclusive industrial growth and international market
linkages. This goal is being achieved by providing loans

and other ancillary support through banks and NBFIs
and also through the development of Economic Zones
(EZs) which are playing a valuable role in promoting
sustainable industrialisation and attracting FDI (foreign
direct investment) into the country.

Services sector

In FY2019, the contribution of the services sector-to-
GDP declined marginally to 51.4% from 52.1% in the
previous fiscal year. However, the sector witnessed
growth of 6.8% in FY2019, as compared to 6.4% in
FY2018. Sub-sectors such as wholesale and retail
trade; hotels and restaurants; transport, storage and
communication; financial intermediation; real estate
and renting and business activities and health and
social work performed better in FY2019.

Growth performance

Bangladesh has been witnessing robust economic
transformation, with GDP growth expanding at an
average rate of 6.5% over the last decade, despite
challenging external global circumstances. A persistent
real GDP growth in excess of 7% recorded in the last
three years also indicates rising economic prosperity.
According to the Spectator Index (2019), Bangladesh
recorded the highest economic growth of 188% in the
last 10 years, whereas China and India grew by 177%
and 117% during the same period.

FIGURE 10:
GDP growth trend (IMF and ADB estimates)
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Source: ADB and IMF publications

According to the final estimates of BBS, GDP growth
for FY2019 stood at 8.15%, as compared to 7.86% in the
preceding fiscal year.

Savings and investment

Gross domestic savings increased to 25.0% of GDP

in FY2019 from 22.8% in FY2018. During the same
period, national savings increased to 29.5% of GDP
from 27.4% a year earlier. Similarly, investment-to-GDP
ratio increased slightly to 31.6% in FY2019 from 31.2%
in FY2018. Public and private investments grew by
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13.8% and 14.3%, respectively, in FY2019, while total
investments grew by 14.2% during the fiscal year. As
a result, public sector investments as percentage of
GDP increased to 8.0% from 7.97%, and private sector
investment as percentage of GDP increased to 23.5%
from 23.3% during the vear.

Fiscal sector

The Budget deficit was estimated at 5.0% of GDP or
BDT 1,259.3 billion in the revised budget of FY2019. Of
this deficit, 34.5% or BDT 434.0 billion was estimated
to be financed from external sources, excluding foreign
grants, and 62.5% or BDT 787.5 billion from domestic
sources. Of the domestic sources, as per revised budget
of FY2019, 39.2% was financed from the banking
system and the remainder 60.8% from the non-bank
sector. However, for FY2020, the Government has
budgeted to finance 60.2% from the banking system
and the remainder from the non-bank sector, as net
sales of national savings certificates (NSCs) have been
declining due to tightening of its sales process and hike
in tax on interest.

In the revised budget of FY2019, total revenue receipts
targeted at BDT 3,166.1 billion (12.5% of GDP), of which
tax revenue was BDT 2,800.0 billion (11.4% of GDP), tax
revenue from non-NBR sources was BDT 96.0 billion
(0.4% of GDP), and non-tax revenue was BDT 270.1
billion (1.1% of GDP). The revised revenue target was
6.7% lower than the initial target, and 46.2% higher than
the actual revenue receipts in FY2018. The tax revenue
constituted 91.5% of the total revenue receipts, which
was 49.0% higher compared to the actual tax collected
in FY2018. The non-tax revenue of FY2019 was 21.5%
higher than that of FY2018.

Public expenditure as a percentage of estimated GDP
increased from 14.3% in FY2018 to 17.4% in the revised
budget of FY2019. Annual Development Programme
(ADP) expenditure witnessed growth of 39.7% in the
revised budget of FY2019.

External sector

Bangladesh registered favourable export growth of
10.1%, compared to import growth of 1.8% in FY2019.
This helped ease the trade deficit, which declined
from USD 1.8 billion to USD 1.5 billion YoY in FY2019.
Remittance also grew favourably in FY2019 by 9.6%.
Resultantly, CAD improved from USD -9.6 billion in
FY2018 to USD -5.3 billion in FY2019. Balance of
payment also improved from USD -857 million to USD
12 million in FY2019.

Foreign exchange reserves remained above USD 31
billion in FY2019, as export and remittance reported
better performance, while year-on-year import growth
was restrained within 2% during the fiscal year.
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Exports

Export earnings of Bangladesh stood at USD 40 billion
in FY2019, which is 10.1% higher than the previous year.
This growth was primarily achieved by the high volume
of garment shipments, which grew by 11.5% year-on-
year and accounted for more than 84% of the national
exports. In the previous fiscal year, Bangladesh also
benefitted from the US-China trade tensions, as work
orders shifted from China, resulting in Bangladeshi RMG
shipments growing more than 10% to its single largest
export destination — the US. In addition, exports of such
items as shrimp, crabs, tea, vegetables, fruit, spices, dry
food, tobacco, pharmaceuticals, furniture, petroleum
by-products, plastic goods, ceramics, handicrafts,
cotton, cotton products, carpet, terry towels, footwear,
wigs and furniture also performed better in FY2019.

In contrast, leather and leather goods, jute and jute
products, home textiles, building materials, ships and
bicycles performed below expectations.

Imports

Import payments of Bangladesh stood at USD 55.4
billion in FY2019, 1.8% higher than the previous year.
China and India remain the biggest import partners
with import volumes of 26.1% and 14.7% respectively
originating from these two countries. Singapore was
Bangladesh’s third largest import partner with 6.0% of
total imports originating from the country in FY2019.

Remittance

Bangladesh is the ninth largest remittance receiving
country in the world. Total wage earners’ remittances
increased from USD 15 billion in FY2018 to USD 16.4
billion in FY2019, growing by 9.6% despite overseas
employment declining during the year. In order to
encourage remittance through legal transfer channels,
the Government has taken an initiative of 2% cash
incentive for inward remittance transfers in the National
Budget for the FY2020, which is expected to play a
positive role in increasing remittance volumes going
forward.

Foreign direct investment (FDI)

Net foreign investment grew significantly by 50.7%
from USD 2,580.44 million to USD 3,888.99 million in
FY2019. Among the different components of FDI, equity
capital and intra-company loans witnessed the highest
growth during the fiscal year.




(USD mn)

Netinflow Netinflow

Component - 'rvo018  inFy2019  © CMange
Equity 61476  1,195.2 9.4%
capital

Reinvested 1 oos 4 136346 8.8%
earnlngS

Intra-

company 712.24 1,330.33 86.8%
loans

Total 2,580.44  3,88899  50.7%

The UK, Norway, the UAE, the US and Hong Kong were
among the top-five net FDI contributors to Bangladesh
in FY2019.

Balance of payment

Trade deficit moderated to USD 15.5 billion in FY2019
from USD 18.2 billion in FY2018 due to higher growth
of exports and remittances, as compared to imports.
In addition, services account deficit declined by 11.6%,
while primary income deficit increased by 10.9%. In
terms of secondary income account, surplus balance
increased by 9.3% in FY2019 due to higher growth

in worker's remittances and investments. However,
financial account surplus declined from USD 9,011
million to USD 5,628 million in FY2019. In conclusion,
the overall balance of payment recorded a surplus of
USD 12 million in FY2019, compared to a deficit of
USD 857 million in the previous fiscal year, as CAD
improved.

Inflation

Inflation rate declined from 5.78% in FY2018 to 5.48% in
FY2019, which was below the Government's targeted
level of 5.60%. During the fiscal year 2019, adequate
stock of rice, onion and other food items helped bring
down food inflation from 7.13% in FY2018 to 5.51% in
FY2019.

FIGURE 11.

CPl inflation trend (12-month average: Base FY06=100)
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However, as can be seen from the chart on 'CPI
inflation) food and non-food CPI inflation often moves
in negative correlation, and non-food component rose
from 3.74% to 5.42% in FY2019.

Exchange rate

The weighted average inter-bank rate stood at Tk.
84.03 per USD in FY2019, which was Tk. 82.10 per USD
in FY2018, resulting in a depreciation of 2.3%. The shift
in current account dynamics from surplus in recent
years to a deficit from food imports and investments
pressured the greenback to depreciate. It should be
noted that for the first six months of FY2020, export
growth was in the negative territory. Export items were
losing competitiveness due to higher depreciation of
competing currencies, which is likely to create further
pressure on BDT to depreciate.

Money supply and credit growth

Broad money (M2) grew by 9.9% in FY2019, below

the target growth of 12.0%, but above the 9.2% actual
growth in FY2018. Improving balance of payments and
NFA growth recovery brought forth by supportive policy
measures eased liquidity crunch in both Taka and USD
interbank markets by the end of FY2019 that spilled
over from the widening CAD and attendant sharp NFA
depletion, and helped restore normalcy with little to no
day-to-day market intervention by Bangladesh Bank.
Reserve money also increased to 5.3% in FY2019 from
4.0% in FY2018.

Domestic credit registered growth of 12.3% below the
targeted ceiling of 15.9%, as private sector credit growth
significantly slowed down to 11.3% in FY2019 from
16.9% in FY2018. However, public sector credit growth
rose to 21.1% in FY2019 from negative 2.4% in the
previous fiscal year.

FIGURE 12.

Broad money growth trend
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Private sector credit growth experienced a slowdown
in FY2019, due to liquidity issues in banks on account
of slower deposit growth, increased government
borrowings from banks to meet budget deficits and
heightened NPLs. Net domestic assets (NDA) grew by
12.06% during FY2019, compared to 12.84% in FY2018,
as private sector credit growth declined significantly.
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Interest rates

The weighted average lending rate of commercial banks
declined to 9.58% at the end of June 2019 from 9.95%
at the end of June 2018. Similarly, weighted average
deposit rates declined to 5.43% in June 2019 from 5.50%
in June 2018. As a result, interest rate spread declined
significantly by 30 bps year-on-year to 4.15% at the end
of June 2019.

Call money rate

Call money rates moved in the range of 3.2% to 5.0%
for the most part of FY2019. During this period,
Government's borrowings from the banking system
spiked up call money rates. However, the central bank
extended liquidity support to the market at the end of
FY2018 by reducing the policy repo rate by 75 bps to
6.0%.

Bangladesh economic outlook

The Government of Bangladesh had set a target of
8.2% GDP growth for FY2020, which is rather optimistic
with regard to the current scenario of the coronavirus
pandemic. IMF has forecasted a GDP growth rate

of only 2% for FY2020 assuming the impact of the
pandemic with a \V-shaped recovery to 9.5% in FY2021.
The World Bank has projected a similar GDP growth

of 2-3% for FY2020 with a more conservative growth
of 2.9% in FY2021. Bangladesh Bank has also made
GDP forecasts for FY2020 (3.8%), FY2021 (5.7%) and
FY2022 (8.0%). Nevertheless, GDP growth rate is likely
to mediate somewhere among these two extremes
for FY2020 with a much stronger growth in the next
fiscal year. These forecasts will be affected by multiple
considerations, such as:

e  The government has undertaken a set of stimulus

packages worth BDT 1.011 trillion (USD 11.9
billion) to offset the COVID-19 shock on various
sectors of the economy, as well as to minimize
the sufferings of the people hit hard by the
nationwide shutdown implemented during March
26 — May 30 to contain the pandemic. The central
bank has also implemented various policies such
as cutting repo rate, reduction of CRR, capping
lending rate to support economic activities.
These initiatives can help the economy to recover
quickly, though the extent of the economic fallout
from the coronavirus pandemic depend on factors
that are hard to forecast in the current scenario.

e  Thesingle biggest challenge for Bangladesh amid
the pandemic is inward remittances, which may
suffer heavily due to the economic crisis induced
around the world by the COVID-19 pandemic.
According to the World Bank, remittance flow to
Bangladesh is projected to decline by 22% in 2020.
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As per the Bangladesh Bank projections, exports
are set to decline by 17.9% and 0.8% respectively
in FY2020 and FY2021 due to the slowdown

in global trade activity. In addition, recession in
European and US markets stand to hurt demand
for the country's major export goods. Even after
the severe downgrade to the country's export
growth, risks to the outlook are on the downside.

The government is exploring external aid
opportunities to bankroll its budget deficit for
both the current and upcoming fiscal years for
offsetting the effects of the COVID-19. As per the
World Bank forecast, the budget deficit for the
current and next fiscal year may go up to 7.7%
and 9.8% of GDP respectively. As a result, the
government may borrow heavily both internally
and externally in the coming years. According to
The Economist, Bangladesh ranks 9th among

66 emerging economies in terms of its financial
strengths to cope under the strain of COVID-19
outbreak. In fact, Bangladesh has relatively low
public and foreign debt as percentage of GDP
compared to its peer economies, and is in a better
position to finance its deficits.

Foreign exchange reserves are likely to come
under pressure if the central bank intervenes
aggressively to support the exchange rate.
Moreover, both monetary and exchange rate
policy needs to be in sync to avoid depleting
foreign exchange reserves. Real exchange rate
appreciation will also stand to hurt the country’s
export competitiveness. Nonetheless, Bangladesh
has reserves with around 6 months of import
coverage and is in a relatively comfortable
position to weather through the current situation.

The FY2020 budget is focused on reducing
dependence on National Savings Certificates
(NSCs) and increase reliance on bank borrowings.
This can potentially crowd out bank credit of

the private sector and adversely impact private
investments. This risk can be minimized through
the accelerated use of external concessional
financing and concerted efforts in reducing NPL
formation.

Inflation may not be a big challenge given
downward global commodity prices including
lower oil prices and stable production in the
country, if proper supply chain is ensured.

Implementation of the new value-added tax law
from July 2019 is unlikely to significantly improve
the revenue ratio unless the tax policy is adjusted.
Tax administration reforms must move forward
to increase the tax base and close the compliance
gap. Moreover, revenue mobilization is likely to




remain limited in the near term depending on the
extent of the epidemic. As a result, dependency
on other financing sources and fiscal deficit may
continue to rise in the upcoming fiscal years.

° Significant domestic risks exist in the financial
sector. As rising NPLs have been negatively
impacting financial markets, more stringent
focus is necessary for portfolio selection and
monitoring. This may have a negative impact on
credit growth, but reduction of NPLs should be a
top priority. However, given the economy is still
growing, businesses will continue to improve,
which will allow banks to overcome its NPL
challenge gradually. In addition, majority of banks
in Bangladesh maintain capital conservation
buffer of 2.5% as per the Basel-Ill requirement
which will allow the sector to withstand periods of
stress.

Under these circumstances, future performance of the
economy will largely depend on the country's capability
to handle the epidemic induced shocks and keeping
domestic demand reinvigorated. Addressing key
challenges with continuous policy support to internal
and external sectors of the economy will also be the key
to strengthening the growth momentum of the country.
This is also a vital time for the country to improve
governance, transparency and efficiency to ensure
regaining growth track.

Creating a solid base for the forthcoming
years

In our quest to become the best bank of Bangladesh,
the year 2019 represented a significant period for BRAC
Bank. In the course of the year, having successfully
resolved major legacy issues, while also reducing drag
from low return segments, we started to see pay-off in
terms of bringing to the fore the true earnings potential
of the bank by delivering substantial growth across
most major financial and non-financial metrics.

BRAC Bank offers a diversified banking platform to
its customers through its engagement in SME, Retail
and Corporate businesses, providing a wide range of
innovative products and services to our customers. In
order to serve a larger customer base with evolving
needs and requirements, we have re-organized

our service channels to multi-segment businesses,
focusing on unifying customer experiences across
various interfaces. We continuously formulate
diverse strategies considering various scenarios and
business opportunities. We are focusing on both
income maximization and ensuring efficiencies in

all areas of our business operations, including cost
control and productivity enhancement. Our customers
have welcomed this transformed and more targeted
business model, offering them increased flexibility,

along with high standardization of service throughout
all our channels. We are placing strong emphasis on
customer experiences as a means to drive longevity
in our relationships, and we are also introducing
digitalisation to ensure seamless service delivery to
acquire a larger market share. During the year, we
reinforced our customer-centricity, continuing to
embedding ourselves in the customers’ journeys.

Being a sustainable bank

Being purpose-driven is part of our DNA as we have
always kept the larger interests of good corporate
citizenship in mind. Building on this time-honored
tradition, we have continued to reinvent ourselves over
the years with a view to creating a more sustainable
bank that is relevant, applicable and trustworthy.

At BRAC Bank, we have always focused on three
sustainability pillars:

(i) Responsible banking with superior customer
service

(i) Responsible business practices with the highest
levels of compliance

(iii)  Creating a robust social and environmental impact

Taking a step towards progress by being
digital at the core

Being truly digital involves transformation of our bank
to enable us to be quicker, faster and more responsive
to market requirements. To be successful, we know that
we have to re-architect our technology infrastructure
to be cloud-native, enable scalability through strategic
ecosystem partnerships, improve business/technology
frameworks and use data analytics to provide
personalised customer experiences. Despite embracing
change through digital, we know that what will remain
constant is our focus on delivering simplicity and
convenience to our customers.

Transforming the bank: Creating today's
bank for tomorrow

Reimagining banking has been a priority for BRAC Bank
over the past few years. With such an emphasis, today,
we are well-placed to serve both present and future
customer needs.

We commenced our digital transformation journey in
2018, which is early when compared to many of our
peers. Today, we have one of the most comprehensive
digital transformation programmes, encompassing

the spirit of being digital at the core, to nurture a
culture where our measurement methodologies enable
quantification of impact of our digital transformation
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initiatives, especially on our profitability. Taken
together, we are now being seen as a leader in digital
transformation in the banking industry of Bangladesh.
In 2020, we expect to continue to make rapid progress
on this front.

Enhancing customer experience

BRAC Bank's Service Excellence & Quality Assurance
teams take up focused initiatives under the framework
of Lean and Six Sigma integrated methodologies to
achieve improvement of service and process standards.
The team actively engages with customers across
various channels to capture feedback, which is suitably
analyzed before being taken up for improvements.

Further, our complaints management team partners
with respective units and conducts root-cause analysis
on an ongoing basis to address repeat issues.

Our service quality infrastructure is built on the
world-renowned Plan-Do—Check—Act (PDCA) model
of Deming's improvement cycle. Under this, the bank’s
branches are visited by skilled quality professionals
for a detailed review of the service delivery processes.
This entails assessment, gap identification, root-
cause analysis, action plans and execution. The

entire process is a closed actionable loop with focus
on successful closures. The bank's three-pronged
structure to bolster customer service comprises
customer experience, innovation and quality
assurance. The Customer Experience unit captures

the Voice of the Customer (VOC) and also assessed
performance across key service drivers. These
initiatives were managed through the Innovation
Centre, which acted as a clearing house for ideas that
helped the bank to implement 'next practices’ across
products, services and channels. The bank undertook
several strategic and tactical improvement projects
during the year under report.

Human capital management

BRAC Bank pursued a strong employee value
proposition of ‘creating and sharing value; driven by
the ethos of professional entrepreneurship; a talent
philosophy of owner-partner-manager and superior
employee experience, together designed to encourage
and reinforce a strong culture promoting meritocracy,
performance and prudent risk-taking.

The bank’s human capital engagement practices

are targeted at enhancing the brand as a preferred
employer of choice among new-age employees. It
deploys a suite of best-in-class initiatives that deliver
fast-paced, high-quality and predictive human capital
outcomes, leveraging technology-driven digital
platforms.

Co-worker engagement through the 5 Cs

BBL follows the 5 Cs engagement model that focuses
on promoting extensive engagement amongst our
growing workforce.

B

Culture

BBL's focus

on co-worker

engagement ‘_.
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BRAC Bank engages and develops its human capital
by coworkers with the bank'’s core values, by creating
a unified culture of growth and cooperation, by
encouraging open and honest communication,

by strengthening connect and engagement with
employees, by supporting holistic career development
and by showing our sense of empathy and care as an
organization.

Holistic and all-round well-being forms the
cornerstone of our employee engagement model,
disseminated digitally through targeted initiatives

under each of our facets of our co-worker engagement
framework.

Investing in our people is a simple, yet high-impact
strategy at BRAC Bank. As a part of this strategy, we
relentlessly focus on recruiting top talent, aligning
staff remuneration and performance measurement
with industry standards to ensure high levels of
motivation and ensuring employee loyalty for optimum
performance and job satisfaction. The bank remains
efficient and competitive due to its concern for
employees as well as customers.

Shared value Way of thinking (Employee)

Way of thinking (Employer)

Flexible
deployment

Willingness to work across a variety of
organisational roles and settings

Encourage employees develop cross-functional
skills and capabilities

Customer focus

Put customer interests first and foremost

Provide information, skills and incentives to
focus fully on serving customer needs

Performance
focus

Focus on what we do, not where we work

Link rewards and benefits with performance and
performance achieved the right way

Project-based
work

Accept our responsibilities as focusing on
project-based work, rather than functions-
based work

Structure work around projects rather than
organisational functions

Human spirit and
work culture

Value work that is meaningful and helps
create a positive impact across communities

Provide work that is rewarding and meaningful

Commitment

Commit to assisting the organisation in
achieving positive and high-impact outcomes

Commit to assisting co-workers to achieve their
professional and personal objectives

Learning and

development Commit to lifelong learning

Enter into partnerships for meeting our
objectives of ensuring continual employee
growth and development

Open information

Willing to show enterprise and initiative

Provide employees with access to a wide range
of useful and beneficial information

Financial review

The banking industry of Bangladesh witnessed a highly
competitive environment in 2019, amidst increasing
regulatory compliance enforcements and monitoring

by the central bank to stabilise the banking system. In
addition, the industry was also characterised by the
rising incidence of non-performing loans and decline

in private sector investments. Intriguingly, despite a
relatively stable political atmosphere, weak supervision
and mala-fide intentions of vested parties resulted in
severe crisis of governance and confidence. The banking
sector also suffered by an unprecedented increase in
bad debts, which rose to a staggering 9.32% (approx.) by
the end of the year 2019.

BRAC Bank’s financial performance for the year ended
31 December 2019 remained healthy and creditable,
despite the challenging external context. Total net
revenues (net interest income plus other income) rose
by a respectable 12% to BDT 21,388 million from BDT

19,165 million in the previous year. Revenue growth
was driven by an increase in net interest income (NI),
commissions, exchange and brokerage and other
operating income. NIl grew by 11% to BDT 15,038
million due to acceleration in loans and advances.
Commission, exchange and brokerage grew by 22% to
BDT 3,151 million from BDT 2,573 million and Other
operating income grew by 38% to BDT 128 million from
BDT 93 million.

Our focus on efficiency and all-round productivity
ensured that we are able to contain cost growth to the
maximum extent possible. Despite a 12% net revenue
growth, our operating expenses increased by a slower
11% to BDT 11,440 million in 2019 (2018: BDT 10,343
million), further reflecting our ability to drive operating
leverage as we spread higher volumes across an
efficient cost base. During the year 2019, BDT 187
million of costs incurred in software and technology
implementation were capitalised in the Statement

of Financial Position as an asset, as we continue to
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develop and enhance our tech platform as part of our
initiatives in digital banking. Staff expenses expanded
along a natural curve due to employee additions and
annual wage revisions for the cost of living adjustment.
However, despite higher infrastructure expenses, cost-
to-income decreased to 53% from 54%, representing a
100bps gain.

Total loan loss provisions stood at BDT 1,442 million

in 2019, as compared to BDT 750 million in 2018. Our
provisioning policies remain aligned with the principles
that be stringent than regulatory requirements, with

a highly conservative approach to interpretations.

Loan loss coverage ratio, based on specific provisions,
excluding write-offs, stood at 65%. The ratio stood at
97% while including general and floating provisions. The
bank kept aside general provisions of BDT 140 million
during the year. Bank’s non-performing loan (NPL) were
at 3.99%, as against 3.10% in the preceding year.

Profit before tax grew by a fairly strong 5% to BDT
8,505 million in 2019 despite 12% revenue growth
mainly because of higher debt charges under qualitative
judgement and diminution in the value of investments.
After providing for income tax of BDT 2,860 million, net
profit after tax increased by 2% to BDT 5,646 million for

the year, against BDT 5,547 million in 2018. Earnings
per share (basic) stood at BDT 4.58, up from BDT 4.50
(Standalone basis) recorded growth of 2%.

As on 31 December, 2019, the bank’s total Balance
Sheet size stood at BDT 367,920 million, representing
an expansion of 17%, over 2018 which was BDT
315,417 million. Total deposits rose by 15% to BDT
268,309 million, up from BDT 233,509 million in the
previous year. Loans and advances of BDT 264,091
million registered a growth of 11% over financial year
2018.

Quarterly financial performance

As a part of our governance and compliance processes
and practices, the Board Audit Committee and the
Board itself review the quarterly financial performance
of the bank, both on standalone and consolidated
basis over the year. The Board Audit Committee and
the Board of Directors (BOD) continuously monitor and
evaluate both financial and non-financial performance
of the bank and the group. During the year 2019, the
Board Audit Committee reviewed the quarterly financial
statements and BOD approved the same before
disclosing it to stakeholders.

Glimpses of Board reviews on our published quarterly financial statements, are as follows:

Standalone (Tk. mn) [At the end of period]

Particulars

Q1 Q2 Q3 Q4
Loans and advances 243,016 251,239 250,746 264,091
Deposits and other accounts 231,300 244174 244,859 268,309
Total property and assets 325,288 339,741 342,315 367,920

Standalone (Tk. mn)

Particulars

Q1 Q2 Q3 Q4 Full Year 2019
Total revenue 5,476 5,029 5,277 5,606 21,388
Total operating expenses 2,737 2,849 2,892 2,962 11,440
Total provisions 638 7 481 316 1,442
PAT 1,267 1,297 1,203 1,879 5,646
EPS (Tk.) 1.18 1.05 0.98 1.37 4.58
Particulars Consolidated (Tk. mn) [At the end of period]

Q1 Q2 Q3 Q4

Loans and advances 243,381 251,994 251,550 264,870
Deposits and other accounts 259,927 270,190 273,352 297,755
Total property and assets 369,683 383,190 388,612 414,855
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Consolidated (Tk. mn)

Particulars

Q1 Q2 Q3 Q4 Full Year 2019
Total revenue 7,397 7,095 7,115 6,213 27,819
Total operating expenses 4,526 4,932 5,380 4,021 18,859
Total provisions 639 8 482 332 1,461
PAT 1,320 1,206 629 1,427 4,583
EPS (Tk.) 1.22 1.00 0.70 1.10 4,01

Based on the quarterly financial statements, the Board
Audit Committee and BOD got detailed overviews and
analysis on the reasons for the changes and deviations
from the budgeted results. Also, they cross-checked
whether the changes are in line with the business
strategies adopted during the period. The Board also
review the results in the lens of the bank’s specific
strategies, as well as the performance of the overall
banking industry. Based on these reviews, they
formulate updated policies for further improving the

position and performance of the business. During 2019,
both the standalone and consolidated results showed
consistent, steady and expected growth with respect to
many performance parameters.

In 2019, we strengthened our focus on cost
optimisation and improving operating efficiency,
embracing a balanced approach that has enabled us
to upscale our capabilities to respond to the dynamic
market needs and prepared ourselves to become the
best bank in Bangladesh.

Key financial performance indicators are shown below standalone basis:
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8,013
6,835
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Financial performance - Profitability

BRAC Bank has achieved steady operating profit
growth over the last couple of years. In 2019, this trend
continued with operating profit growth of 13% to BDT
9,948 million from BDT 8,822 million in the previous
year. This increase was chiefly attributed to an 11%
increase in net interest income (NII). The bank'’s loan

Loans and deposit

264,091
238,008
202,559
173,612
147,434
S —————e ———
2015 2016 2017 2018 2019

Operating expenses increased by 11% (BDT 1,098
million) in 2019 vs 2018. This was largely caused

by a 19% (BDT 898 million) increase in salaries

and allowances. The significant rise in salaries and
allowances coincide with the introduction of measures
to bring real income in the hands of our employees

in line with the prevalent cost of living adjustment.
There was significant reshuffle of rent expense and
depreciation expense in 2019 due to implementation of
IFRS 16 “Leases” Under IFRS 16, many leased assets
have been reported as Right of use assets (ROU) as on-
balance sheet items. So, a depreciation charges have
been made on these assets whereas the rent expenses
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portfolio rose by 11% to BDT 264,091 million during the
year, contributing to an 18% increase in interest income
for the year. SME and Retail businesses made a notable
contribution (+43% and +12% YoY growth, respectively,
in 2019), representing the fulfilment of our strategy

to create a well-diversified, high-quality and low-risk
portfolio.

268,309
233,509
196,224
168,860
150,221
® ——————e————o
2015 2016 2017 2018 2019

have been reversed. Other expenses increased due to
charge of finance costs on lease liabilities as per IFRS
16.

BRAC Bank's net profit after tax (PAT) rose by 2% to
BDT 5,646 million, constituting an increase largely
attributable to growth in operating profit by BDT 1,125
million for the year. Operating profit increased in 2019
mainly for increase in interest income by BDT 4,580
million and commission, exchange and brokerage
income by BDT 578 million which is offset by increased
interest expenses by BDT 3,080 million and increased
operating expenses by BDT 1,098 million.
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Profit Growth in 2019 and its major contributors

1,500 111 613
- 902
5,547 | - 195 696 3 334 5,646
- — ] - f—
2018 Net Investment Non- Staff Operating Provision Recovery Provision 2019
interest income funded Cost expenses from for Tax
income Income Write off

Financial results: BDT in million unless otherwise specified

Consolidated Standalone

Particulars

2019 2018 % 2019 2018 %
Interest income 32,623 27,478 19% 29,692 25,112 18%
Interest expense 14,698 11,660 26% 14,654 11,574 27%
Net interest income 17,925 15,817 13% 15,038 13,538 11%
Investment income 3,057 2,791 10% 3,072 2,961 4%
Non Funded Income 6,837 7,399 -8% 3,279 2,666 23%
Non-interest income 9,895 10,190 -3% 6,350 5,627 13%
Total income 27,819 26,008 7% 21,388 19,165 12%
Staff costs 7,888 6,451 22% 5,598 4,695 19%
Other Operating expenses 10,971 10,163 8% 5,843 5,647 3%
Total operating expenses 18,859 16,614 14% 11,440 10,343 11%
Operating Profit 8,960 9,393 -4.6% 9,948 8,822 13%
Share of profit of associates (4) 2 -286% - -
Gain/(loss) on disposal of e . ) ) _
subsidiaries/associates
Profit/(loss) before provisions 8,962 9,395 -5% 9,948 8,822 13%
Provision 1,461 752 94% 1,442 750 92%
Net profit before taxes 7,501 8,643 -13% 8,505 8,072 5%
Provision for taxes 2,918 2,973 -2% 2,860 2,525 13%
Profit after taxes 4,583 5,670 -19% 5,646 5,547 2%
Earnings Per Share (Tk. 4.01 4.50 1% 4.58 4.50 2%

[previous vear's figure restated]
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Extra-ordinary gain/loss

There was no extra-ordinary gain/loss during the year
2019.

Subsidiary financial performance

BRAC Bank has four subsidiaries: bKash Ltd., BRAC EPL
Stock Brokerages Ltd., BRAC EPL Investments Ltd. and
BRAC Saajan Exchange Ltd.

A brief review on each of these subsidiaries is given
below:

1. bKash Limited (bKash) is a mobile financial
services provider in Bangladesh, operating
under the license and approval of the central
bank (Bangladesh Bank) as a subsidiary of BRAC
Bank. bKash provides safe, convenient and easy
payment and money transfer services via mobile
phone to both the unbanked and the banked
population of Bangladesh. At present, bKash
is one of the leading mobile financial services
provider in the world. In 2017, bKash was ranked
as the 23rd company in the annual list of Fortune
Magazine's ‘Change the World in 2017, among the
top-50 companies to make financial inclusion a
reality. In 2019, bKash reported a loss after tax of
BDT 625 million (2018: profit of BDT 185 million)
mainly for the cost of strategic investments in
market development, promotion and technology.

2. BRACEPL Stock Brokerage Limited is one of
the leading stock brokerages in the country.
The company offers brokerage services to
international institutions, domestic institutions,
retail clients and non-resident Bangladeshis
(NRBs). Itis also a pioneer and leader in facilitating
foreign portfolio investments in Bangladesh, and
boasts of one of the best equity research teams of
the country. BRAC EPL Stock Brokerage reported
a loss after tax of BDT 85 million, as compared
to a profit of BDT 24 million achieved in the last
year mainly because of mark to market loss in
investment in capital market.

3. BRACEPL Investments Limited is a public limited
company where BRAC Bank holds 76% of the
equity, with the rest held by a diverse group of
international fund managers and both domestic
and international capital market institutions. BRAC
EPL Investments reported a loss of BDT 368 million
in 2019. The loss mainly contributed from interest
cost where did not generate income and mark to
market loss in investment in capital market.
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4. BRAC Saajan Exchange Limited is a financial
services company incorporated in England and
Wales on 10th January 2008 and a subsidiary
of BRAC Bank. The Company mainly provides
remittance services to the large Bangladeshi
communities living outside Bangladesh. Apart
from remittance services, the Company also
caters to the needs of NRBs through BRAC Bank.
BRAC Saajan reported a net profit after tax of BDT
25 million in 2019.

Details on disclosure on our subsidiaries is given in the
separate section Subsidiary Overview (Page 223-237) &
Directors report of each subsidiary (Page 512-548)

Portfolio analysis of BRAC Bank

BRAC Bank registered a growth of 17% (BDT 52,504
million) in total assets - from BDT 315,417 million in
2018 to BDT 367,920 million in 2019. Growth in total
assets was driven mainly by an 11% increase in loans
and advances. The bank continued to focus on lending
to small and medium enterprises in 2019 as well. It also
continued to invest in platform development to cope
with growing scale of the business, and also to ensure
better and improved services to customers, which also
helped to increase the bank’s total assets in 2019.

Total assets Vs Loans as % of Total Assets
mmm Total Assets Loan and Advances as % of Total Assets
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Segment-wise financial review:
Segment-wise loans and advances

The bank’s loan portfolio registered a healthy growth
of 11%, despite tight market conditions. Growth was
mainly attributed to expansion in both the SME and
Retail portfolios. SME, Retail and Corporate portfolios
grew by 43%, 12% and (12%), respectively, during the
year 2019 vs 2018.




m 2018 m2019

114,909 115,273
101,619

80,422

42,31347:564

SME Retail

Corporate
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3,285
2,783 2,689

1,745

SME Retail
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Segment-wise NPLs

Non-performing loans (NPLs) as a percentage of the
consolidated portfolio reported satisfactory level in

2019. This was possible due to continuous efforts in
monitoring and collections from our business teams.

--2018 --2019
6.13%
2.85%
PSS 2.14% 3.44%
3.06% —
2.25%
SME Retail Corporate

Geographical location-wise portfolio:

Concentration of loans reported slight a decline by 1%
in the Dhaka division in 2019 over 2018. However,
it is to be noted that this concentration is calculated

based on the location of the branches and not on the
eventual destination of the funds being used. BRAC
Bank ensures geographical diversity of its loans
disbursal practice to ensure homogenous country-wide
development by reaching out to people even in remote/
indigenous areas through our wide network of branches
and SME unit offices.

B Dhaka Division 7 1%

[ Chattogram Division 11%

Khulna Division 5%

Geographical
Location-wise
Loan Portfolio
2019

1 Sylhet Division 2%
7 Barisal Division 2%
[ Rajshahi Division 6%
[l Rangpur Division 2%

[ Mymensingh Division 2%

B Dhaka Division 72%
[ Chattogram Division 10%

Khulna Division 5%

Geographical

! - [7 Sylhet Division 2%
Location-wise

[ Barisal Division 1%

Loan Portfolio
2018

[l Rajshahi Division 5%

[l Rangpur Division 2%

[0 Mymensingh Division 2%
g

Sector-wise loan portfolio

BRAC Bank strives to focus on all areas of banking,

in addition to SME lending. In 2019, we placed high
emphasis on SME business, other manufacturing
industry (15% of our total loan portfolio) and consumer
credit (10% of our total loan portfolio).

Agriculture1%
Communications 1%
Construction 1%
Consumer Credit 10%

\

Other Loans 6%
Particulars Other Manufturing Industry 15%
(Sector-wise Power Sector 0%

Loan Portfolio)
2019

Residential Real Estate 6%
RMG 6%

Ship Building 0%

SME 42%

Textile 4%

M Trade 8%
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Agriculture 1%
Communications1%
Construction 1%
Consumer Credit 11%
Other Loans 8%

Other Manufturing Industry 19%
Power Sector 1%
Residential Real Estate 7%
RMG 5%

Ship Building 0%

SME 32%

Textile 6%

M Trade 8%
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Particulars
(Sector-wise
Loan Portfolio)

2018

Investment mix

BRAC Bank invested its surpluses in treasury bills,
which amounted to BDT 12,713 million by the end of
the year 2019, while increasing investments in treasury
bonds by BDT 26,460 million (58% of total investment
in 2019). The investments were kept mostly to align
with SLR norms, as stipulated by Bangladesh Bank
guidelines.

B Treasury Bills 28%

[ Treasury Bonds 58%
Prize Bond 0.004%

[ Ordinary Shares 7%

Investment Mix

2019 [ Private Placement
&PrelPO 1%

[l Preference Shares 0.02%

W Bonds 7%

[l Treasury Bills 24%
[ Treasury Bonds 55%
Prize Bond 0.004%

[ Ordinary Shares 12%

Investment Mix

2018 [7 Private Placement
&PrelP0 0.004%

B Preference Shares 0.1%

M Bonds 9%

Deposit mix

In its quest to increase its deposit base further, BRAC
Bank emphasises on dispensing superior customer
service and creating enduring relationships anchored
on its robust brand equity. In 2019, we emphasised on
enhancing our low-cost CASA deposits.
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Source and utilisation of funds

Total liabilities as on 31 December, 2019 stood at

BDT 330,262 million, representing an increase of 16%
YoY. This growth was mainly attributed to the 15%
increase in deposits amounting to BDT 268,309 million,
which accounts for nearly 16% of the overall increase

in liabilities. Our borrowings from Bangladesh Bank
increased by 50% to BDT 12,488 million in 2019, as
compared to the previous year.

A'lion’s share of BRAC Bank's funds are derived from
customer deposit accounts, bulk of which is utilised in
loans and advances, as can be comprehended from the
charts below. A slice of this fund is kept in the form of
cash and cash equivalents to maintain CRR and SLR
ratios, which currently stands at 6.5% and 13% of the
total customers’ demand and time/term liabilities of the
bank, respectively.

M Borrowings 10%

[ Money at call on
short notice 0.3%

Sources of Funds Deposits 73%

2019
[ Paid up Capital 3%

1 Reserve & Surplus 7%

B Other Liabilities 7%
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B Other Liabilities 6%
[ Cash & Cash Equivalents 10%
I Investments 12%
Utilization Y
of Funds Loans & Advances 72%
2019
[ Fixed Assets 2%
[l Other Assets 3%
[ Cash & Cash Equivalents 12%
I Investments 8%
Utilization Y
of Funds Loans & Advances 75%
2018
[ Fixed Assets 1%
[0 Other Assets 3%
Cost of funds

BRAC Bank’s cost of funds, which was on a downward
trend till 2016 due to lower deposit rates, witnessed a
slight increase in 2019, owing to the tightening liquidity
situation from December 2018 till third quarter 2019.
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5.32% 5.69%
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Efficiency review

BRAC Bank's operating income per employee moderated
marginally from 2.7 to 2.6. Concurrently however,
operating cost per employee also declined from 1.5 to
1.4 due to our sustained investments in technology and
top talent recruitment.
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Non-interest income as a percentage of operating
costs increased marginally to 29% in 2019 from 26% in
2018.
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Regulatory capital

As per regulatory requirements, BRAC Bank is obliged
to maintain minimum capital requirements in order

to sustain its business growth. As on 31 December
2019, the bank maintained a comfortable capital to risk
weighted asset ratio (CRAR) of 15.07% on standalone
basis and 16.16% on consolidated basis, against the
statutory requirement of 12.50%. Tier-I capital and Tier-
Il capital ratio as on 31 December 2019 stood at 13.82%
and 1.24% respectively on standalone basis, and 15.02%
and 1.15% respectively on consolidated basis. However,
to support the bank’s growth plans in the coming days
as well as to comply with increased requirements of
maintaining CRAR of 12.50% by 2019, the bank needs
to grow this regulatory capital further through retaining
the existing capital as long as feasible
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Fostering shareholder value

Shareholders’ equity increased by BDT 6,020 million

in 2019, compared to the previous year. Within the
major sponsors, BRAC holds 44.28% shareholding and
institutions and the general public portions comprises a
collective 53.79% in 2019.

Shareholding position of BRAC Bank as of 31 December,
2019, and 31 December, 2018 are as follows:
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Though our share price ended lower in 2019, we

remain confident that our shareholders will evaluate
our performance on the basis of our strategies and
initiatives to create the best bank of Bangladesh. We
believe that in our long-term journey to realize this
objective, our share price will eventually reflect the true
value of our present initiatives and the future prospects.
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BRAC Bank is a leading financially-prudent and socially-
responsible financial institution of Bangladesh. The
bank’s market price on the Dhaka Stock Exchange (DSE)
was BDT 57.10 and Chittagong Stock Exchange Ltd.
(CSE) was BDT 56.70 on the close of the last business
day of 2019.

Credit ratings

Details on credit rating bank are disclosed separately in
the Corporate Governance section on page 281.

Contribution to the national exchequer

The details disclosure on our journey in building a
better Bangladesh is given in the Performance Analysis
section on page 140-141.

Basis for related party transactions

The bank conducts transactions with related parties in
the normal course of business. The nature of related
party transactions are either loans and advances or
deposits made with the bank at an arm'’s length price or
fair market value. Details of related party transactions
are disclosed separately in “Annexure-K" of audited
financial statements section.

Strategic outlook

Considering the significant economic losses unleashed
by Covid-19-driven shutdowns the world over, the
year 2020 is expected to intensify challenges for the
banking industry. Considering the existing disruptions,
complexities and uncertainties, the social, economic
and regulatory landscape will continue to transform
rapidly, which will only exacerbate the volatility and
unpredictability.

The widespread norms to contain the spread of the
coronavirus, including social distancing and limiting the
size of gatherings is expected to fundamentally alter
consumer behaviour, especially banking customers.

At BRAC Bank, our proactive stance to create safe and
secure digital and alternative banking channels will

hold us in good stead, as customers increasingly look to
access non-physical banking modes, thereby placing us
well in the new environment.

However, considering that change generates
opportunity, at BRAC Bank, our unique positioning

as a diversified financial institution with a robust
heritage and strong reputation, together with our next-
generation infrastructure, fortifies our confidence of
being able to continue to remain relevant and applicable
in terms of our products and services, enabling us to
serve both our existing and next-generation customers
in 2020 and beyond. For the year ahead, we are positive

that our business will continue to benefit from our
leadership in digital banking, which will also enable us
to further differentiate ourselves and facilitate us to
realise our sustainable growth strategy.

The new banking norms enforced by the Government,
including interest rate cap on lending and deposits
will create pressures on our business operating
model. However, our accelerated emphasis on cost
optimisation will enable us to offset the impact of
the regulations to some extent and contribute to
profitability protection. Going forward, we will continue
to place greater emphasis on cost savings, capex
control and cash conservation, and believe that our
focus on digital will enable us to meet all the three
goals.

On a granular level, the liquidity crisis in the money
market is growing and will only further escalate in the
current vear, thus unravelling increased rivalry among
banks for mobilising deposits. In this scenario, as the
industry moves to protect profitability, there are early
signs of existing assets getting re-priced to match the
additional cost of deposits. This re-pricing may have

an impact on recovery and result in escalation of NPLs.
Lower interest spread is forecasted in the days to come.

At BRAC Bank, our strategic focus areas that we expect
to further build on include the following:

° Our pioneering leadership in SME lending, which is
at the heart of BRAC Bank, will continue to remain
our core focus area and top priority, underpinned
by our efforts in transforming our positioning
from 'lenders to bankers’ in our quest to create
lasting relationships.

° Assets and deposits growth may be impeded
due to economic sluggishness. However, we
have plans to grow our business across selective
and secure pockets and we intend to mobilise
regulatory capital to support our growth plans.

e  We will continue to invest in strengthening our
technological backbone and placing greater
emphasis on people development, while also
focusing on service quality to ensure that we
continue to provide superior, proactive and
delightful customer service.

° Our retail banking division will explore various
digital banking initiatives with a view to offer
world-class banking services to our customers,
anchored on the broader premises of providing
the convenience of a single-stop solution.

° Agent banking will be a key focus area, as we take
the bank’s products and services to the masses,
thereby enabling us to enhance the spirit of
financial inclusion.
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° Local and emerging corporate customers will
also comprise a focus area as we venture
into untapped businesses located outside the
metropolitan cities of Dhaka and Chattogram.

Overall, though we expect challenges considering

the pressures of the prevalent environment, we are
convinced that our differentiated strategy, diversified
product suite and experienced and highly motivated
team will enable us to survive the present times and
lead the banking industry towards a sustainable future.

Appointment of Directors

According to the Companies Act, 1994, Schedule-1,
Reg-79 and clause 103 of the Articles of Association of
BRAC Bank Limited, “At the ordinary general meeting

in every subsequent year, one third (1/3rd) of the
Directors for the time being or, if their number is not
three or a multiple of three, then the number nearest to
one-third shall retire from office.”

Further, as per Corporate Governance Code issued

by Bangladesh Securities and Exchange Commission
(BSEC), Independent Director/s shall not be subject to
retirement by rotation, as per the Companies Act, 1994.

Presence of Directors in the meetings during their tenure

Accordingly, Mr. Asif Saleh, among the Nominated
Directors, will retire from the Board of Directors in the
ensuing Annual General Meeting, and he is eligible

for re-appointment. He has given his consent for
reappointment.

Brief resume of the above-mentioned Director and
involvement in other businesses has been furnished
separately in the Director's profile section and notes to
the financial statements.

Ms. Farzana Ahmed, Independent Director

The Board of Directors of BRAC Bank, at its 259th
Board meeting held on August 26, 2019, proposed the
appointment of Ms. Farzana Ahmed as Independent
Director, subject to approval of regulatory bodies.

We are happy to inform that Bangladesh Securities and
Exchange Commission and Bangladesh Bank approved
her appointment as an Independent Director on 29
January, 2020.

Brief resume of the above-mentioned Director and
involvement in other businesses has been furnished in
the Director’s profile section and notes to the financial
statements.

Presence of the Directors in the meeting

SE:’ilaI Name of the Directors Designation during their tenure
No. of meetings Present Absent
1. Dr. Ahsan H. Mansur Chairman 15 12 3
2. Late Sir Fazle Hasan Abed Ex-Chairman 10 8 2
3 Mr. Shib Narayan Kairy Director 10 8 2
4 Ms. Nihad Kabir Director 15 11 4
5 Mr. Kazi Mahmood Sattar Independent Director 15 14 1
6 Mr. Kaiser Kabir Director 15 7 8
7 Mr. Asif Saleh Director 15 13 2
8 Ms. Fahima Choudhury Independent Director 15 11 IA

** Late Sir Fazle Hasan Abed retired from the Board of Directors on 26 August 2019
** Mr. Shib Narayan Kairy resigned from the Board of Directors on 26 August 2019
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Remuneration to Directors

Directors, including Independent Directors, were paid the following amounts in 2019 for attending Board meetings,
Board Audit Committee meetings, Risk Management Committee meetings and Executive Committee meetings:

Remuneration

Serial no. Name of the Directors Designation drawn (BDT)
1. Dr. Ahsan H. Mansur Chairman 160,000
2. Late Sir Fazle Hasan Abed Ex-Chairman 64,000
3. Mr. Shib Narayan Kairy Director 120,000
4, Ms. Nihad Kabir Director 136,000
5. Mr. Kazi Mahmood Sattar Independent Director 200,000
6. Mr. Kaiser Kabir Director 88,000
7. Mr. Asif Saleh Director 128,000
8. Ms. Fahima Choudhury Independent Director 144,000

Risks and concerns

Gone are the days when business institutions,
particularly financial institutions, endeavoured to
generate sustainable growth without emphasising
much on effective risk management. Today, risk
management has emerged as a pivotal and integral
part of financial institutions for securing their long-term
sustainability. Risk control has emerged as a dynamic
tool for financial institutions, considering the ever-
uncertain nature of risk.

BRAC Bank has widened its coverage of risk
management and has been relentless to develop a
robust risk management function. Hence, our bank’s
Risk Management Division (RMD) has been reinforced
further in 2019, where the bank has aligned its RMD
more closely with the regulations. Akin to the regulatory
reforms, we had revised the risk management policy,
and in 2019, we widened the operational boundary of
our risk management division, which in turn helped us
to stay abreast of best practices in risk management
and to deploy these to ensure holistic risk management
within the bank.

We have a broad coverage of risk management expertise
that allows us to delegate responsible personnel for each
core risk. Furthermore, we have a proper delegation of
authority to escalate and deal with risks. Our employees
identify risks and try to address and resolve these with
the help of their seniors. If it is beyond their capacity or
requires affiliation with other stakeholders, it is escalated
to the Enterprise Risk Associates Forum (ERAF) for
discussions and eventual resolution. Subsequently,

ERAF issues, which require top management'’s
guidance and decisions, are placed at the Enterprise
Risk Management Committee (ERMC). ERAF as well as
ERMC convene every month to identify, address and
mitigate risks. Finally, for the Board's oversight and
guidance, critical risk elements are highlighted in the
Board Risk Management Committee (BRMC).

Preparing the annual report

Our primary focus is the integrity and quality of
financial statements of BRAC Bank. While preparing
the annual report, true and fair presentation has been
given priority. Maintaining proper books of accounts
have been ensured. Appropriate accounting policies
have been consistently applied in the preparation of
the financial statements, and that the accounting
estimates are based on reasonable and prudent
judgments. International accounting and financial
reporting standards (IFRS), those that are applicable in
Bangladesh, have been followed in the preparation of
the financial statements and any departure therefrom
has been adequately disclosed.

Internal control and compliance

Details on disclosure on internal control and compliance
section page 205-207.

Protection to minority shareholders

BRAC Bank has established an appropriate and
effective internal control environment through the
Board of Directors, management and organisational
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and independent audit mechanisms in order to ensure
protection to minority shareholders interest from
untoward actions by, or in the interest of, controlling
shareholders acting either directly or indirectly, and
have effective means of redress.

Corporate governance

Our governance framework is anchored on competent
leadership, effective internal controls, a strong risk
culture and accountability to all our shareholders,
including our customers, shareholders, employees,
society and our regulatory bodies. BRAC Bank has an
active and well-constituted Board including Board Audit
committee comprising members with the relevant
expertise that plays a key role in setting our governance
standards to meet stakeholders’ expectations, and our
leadership model ensures an appropriate balance of
power, accountability and independence in decision-
making across our various functions. The bank has
also put in place robust mechanisms to ensure that
corporate governance principles are embedded in our
corporate culture. The bank has also adopted best
practices in terms of disclosures, transparency and
business ethics that is aimed at adding to intrinsic
stakeholder value. Further, the bank'’s policies and
practices are not only consistent with statutory
requirements, but also all-encompassing to honour its
commitment to take the bank to the next level.

The Board of Directors is aware of the need to
continually shape governance structures and practices
through their knowledge and leadership to steward
the bank on a sustainable expansion path. The Board
is collectively engaged in ensuring that corporate
governance processes are structured to direct the
bank's actions, assets and resources to achieve this
purpose, while upholding the highest governance
norms.

The details on the Corporate Governance disclosed in
separate section of Annual Report on page 254.

Going concern basis

The financial statements have been prepared on a
going concern basis, as the Board of Directors are
satisfied that BRAC Bank will have adequate resources
to continue in business for the foreseeable future.

In assessing the going concern status, the Board of
Directors have considered the current statement of
financial position, the profit & loss statement, business
portfolio, operational strength, long-term business
strategy and capital and liquidity plans and also

plans for future capital mobilisation. Hence, it can be
concluded that our business is a going concern. The
Board of Directors have also considered the minimum
capital requirements set by the regulatory authority
and are satisfied that the bank will be able to meet
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its ongoing capital obligations. The assessment also
reviewed by external auditors during their audit and
satisfied. The management do not see any issue with
respect to going concern due to recent pandemic
COVID-19.

Dividend Details

To continue maintaining a suitable and adequate
capital to risk-weighted asset ratio (CRAR) for
supporting the bank’s growth momentum, while also
ensuring sustainable value distributed in the hands of
shareholders, the Board of Directors has recommended
15% dividend (Stock dividend 7.5% and cash dividend
7.5%) for the year 2019, subject to approval at the
forthcoming Annual General Meeting. While proposing
the profit distribution as dividend and combination

of stock and cash dividend, extra income tax for less
distribution of profit and non-payment or less payment
cash dividend have been considered.

The total dividend for the year 2019 is declared out of
the current profit. Bonus shares are not declared from
capital reserve or revaluation reserve or any unrealized
gain or out of profit earned prior to incorporation of the
Company or through reducing paid up capital or through
doing anything so that the post- dividend retained
earnings become negative or a debit balance.

Appointment of external auditor

The existing Auditor, M/s. Rahman Rahman Hugq,
Chartered Accountants, have completed their
consecutive second year in 2019. However, they are
eligible for reappointment for the year 2020, and have
expressed their intent to be appointed for 2020.

The Board of Directors has recommended M/s. Rahman
Rahman Hugq, Chartered Accountants, to be appointed
as external auditors of the bank for the year 2020. The
appointment of the auditor will be confirmed at the 21t
Annual General Meeting.

Appointment of Corporate Governance
auditor

As per Corporate Governance Code of Bangladesh
Securities and Exchange Commission dated 03 June,
2018, Sec 9, BRAC Bank has obtained a Compliance
Certificate on Corporate Governance Code from Hussain
Farhad & Co, Chartered Accountants. Certification

on Corporate Governance has been published before
the Corporate Governance Compliance Report of this
Annual Report. The CG code Sec. 9 (2) also illustrates
the auditor shall be appointed by the shareholders at
the ensuing Annual General Meeting.

Hussain Farhad & Co, Chartered Accountants, have
expressed their intent to be appointed as Corporate




Governance auditor for the year 2020. The Board
has recommended appointing them as Corporate
Governance auditor and will be confirmed at the
ensuing Annual General Meeting.
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Figure 2. Countries with Negative per Capita
Growth
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Figure 6. Actual and Expected Policy Rates (%)
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Figure 7. Advanced Economy Government
Bonds (% of bonds outstanding, by yield)
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FIGURE 10:
GDP growth trend (IMF and ADB estimates)
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FIGURE 11.

CPlinflation trend (12-month average: Base FY06=100)
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Glimpses of Board reviews on our published quarterly financial statements, are as follows:

Standalone (Tk. mn) [At the end of period]

Particulars

Q1 Q2 Q3 Q4
Loans and advances 243,016 251,239 250,746 264,091
Deposits and other accounts 231,300 244,174 244,859 268,309
Total property and assets 325,288 339,741 342,315 367,920

Standalone (Tk. mn)

Particulars

Q1 Q2 Q3 Q4 Full Year 2019
Total revenue 5,476 5,029 5,277 5,606 21,388
Total operating expenses 2,737 2,849 2,892 2,962 11,440
Total provisions 638 7 481 316 1,442
PAT 1,267 1,297 1,203 1,879 5,646
EPS (Tk.) 1.18 1.05 0.98 1.37 4.58
Particulars Consolidated (Tk. mn) [At the end of period]

Q1 Q2 Q3 Q4

Loans and advances 243,381 251,994 251,550 264,870
Deposits and other accounts 259,927 270,190 273,352 297,755
Total property and assets 369,683 383,190 388,612 414,855

Consolidated (Tk. mn)

Particulars

Q1 Q2 Q3 Qz Full Year 2019
Total revenue 7,397 7,095 7,115 6,213 27,819
Total operating expenses 4,526 4,932 5,380 4,021 18,859
Total provisions 639 8 482 332 1,461
PAT 1,320 1,206 629 1,427 4,583
EPS (Tk.) 1.22 1.00 0.70 1.10 4,01
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Key financial performance indicators are shown below standalone basis:
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Financial results:

Consolidated Standalone
Particulars
2019 2018 % 2019 2018 %
Interest income 32,623 27,478 19% 29,692 25,112 18%
Interest expense 14,698 11,660 26% 14,654 11,574 27%
Net interest income 17,925 15,817 13% 15,038 13,538 11%
Investment income 3,057 2,791 10% 3,072 2,961 4%
Non Funded Income 6,837 7,399 -8% 3,279 2,666 23%
Non-interest income 9,895 10,190 -3% 6,350 5,627 13%
Total income 27,819 26,008 7% 21,388 19,165 12%
Staff costs 7,888 6,451 22% 5,598 4,695 19%
Other Operating expenses 10,971 10,163 8% 5,843 5,647 3%
Total operating expenses 18,859 16,614 14% 11,440 10,343 11%
Operating Profit 8,960 9,393 -4.6% 9,948 8,822 13%
Share of profit of associates (4) 2 -286% - -
Gain/(loss) on disposal of 5 ) ) ) .
subsidiaries/associates
Profit/(loss) before provisions 8,962 9,395 -5% 9,948 8,822 13%
Provision 1,461 752 94% 1,442 750 92%
Net profit before taxes 7,501 8,643 -13% 8,505 8,072 5%
Provision for taxes 2,918 2,973 -2% 2,860 2,525 13%
Profit after taxes 4,583 5,670 -19% 5,646 5,547 2%
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FIVE YEARS' FINANCIAL SUMMARY
GRAPHICAL PRESENTATION

Consolidated

264,870 414,855
238,400 358,005

203,431 308,317

175,841 268,324
149,934 231,602

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

297,755 251,233 264,598
259,961 225,438

199,137
216,930 176,714
181,479

149,548

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

42,771
39,452 3,038
3,157
26,982
i y 15.70% 16.16%
21,714 24,012 o0 12.29% 12.06% 11.97%
3,389
3,335
2015 2016 2017 2018 2019
@ Total Admissible Tier-1 Capital @ Total Capital N ’ °
B Total Admissible Tier-2 Capital 2015 2016 2017 2018 2019
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27,819
26,008
23,701
20,185
17,474

—_—e———————— &
2015 2016 2017 2018 2019

9,422 9,393
8,611 8,960
2015 2016 2017 2018 2019

5,498 5,670

4,583
4,076

2,340

B —— S
2015 2016 2017 2018 2019

42,517
37,668

31,902
25,671 26,775

2015

8,284 8,643
7,063 7,501
4,765
2015 2016 2017 2018 2019
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FIVE YEARS' FINANCIAL SUMMARY
GRAPHICAL PRESENTATION

Standalone

BDT in million unless otherwise specified

264,091
238,008
202,559
173,612
147,434 I
2015 2017 2018 2019

268,309
233,509
196,224
168,860
150,221
. - ——
2015 2016 2017 2018 2019

36,822
31,937 ENEL]
26,634 3,157
23,095
20,375 2aco
3,389
3,260
2015 2016 2017 2018 2019
1 Total Admissible Tier-1 Capital @ Total Capital
B Total Admissible Tier-2 Capital
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367,920

315,417
279,187

248,605
224,492

e e e e e
2015 2016 2017 2018 2019

233,713 244,401
209,351
188,431
166,622
° e e
2015 2016 2017 2018 2019

12.23% 12.26% 12.72% 13.67% 15.07%
L 4 ——m m @
2015 2016 2017 2018 2019




37,658
31,638

25,991

21,441
18,815

B —— S
2015 2016 2017 2018 2019

21,388
18,710 19,165

15,965
14,121

B —— S
2015 2016 2017 2018 2019

9,948
9,050 8,822
8,013
6,835

— e
2015 2016 2017 2018 2019

5,646
5,250 5,547

4,460

2,436

B —— S
2015 2016 2017 2018 2019

12,334
10,725

8,552
7,093 7,104

I — ]
2015 2016 2017 2018 2019

36,042

30,739
27,060
22,820 23,000

I — ]
2015 2016 2017 2018 2019

7.897 8,072 8,505

7,148

4,621

I — ]
2015 2016 2017 2018 2019

83.47% 83.39% 82.78%

82.24% 82.10%

e — ]
2015 2016 2017 2018 2019
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5.99%

S 3.40% 3.56% 3.10% 3.99%
/.

—_— e
2015 2016 2017 2018 2019

86% 94% 86%

76% 65%

—_— e
2015 2016 2017 2018 2019

71,360

60,800
53,161
44,714

34,078

B —— S
2015 2016 2017 2018 2019

7,783
4,537
3,174 3,673
2,534 I
2015 2016 2017 2018 2019
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143%
110% 132% 123% 97%
/ —

I — ]
2015 2016 2017 2018 2019

110,575

98,332 90,661

72,142
57,220

I — ]
2015 2016 2017 2018 2019

84,178

73,344
65,596
57,522

23,786

I — ]
2015 2016 2017 2018 2019

6.64% 6.75% 7.08%

5.32% 5.69%

e — ]
2015 2016 2017 2018 2019




1, 2.024% 1.87%
1.13% 89% 1.65%

—_— e
2015 2016 2017 2018 2019

13.32%

— e ¢

2015

22.16% 22.14% 19.25% 16.29%

2016 2017 2018 2019

9.20% 9.41% 9.00% 8.23%

G.V

—

—_— e
2015 2016 2017 2018 2019

10.93

69% 69%
62%

—_— e
2015 2016 2017 2018 2019

10.59
9.74
||| ||| : ]
— e ¢
2015 2016 2017 2018 2019

2.74 2.70
2.51 2.62
1'83 I I I I
0

2015 2016 2017 2018 2019

19% 19% 18%
1% 16%

— e ¢
2015 2016 2017 2018 2019

1.41 1.46 1.40

1.25

035 I
e e

2015 2016 2017 2018 2019
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0.89

B —— .
2015 2016 2017 2018 2019

54% 53%
52% 50% 52%

B — e
2015 2016 2017 2018 2019

3.43

B —— S
2015 2016 2017 2018 2019

108.40

72.70

64.10
57.10
48.70

B —— S
2015 2016 2017 2018 2019
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— e ¢
2015 2016 2017 2018 2019

30%

25% 25%

15% 15%

— e ¢
2015 2016 2017 2018 2019

18,418

17,459
16,765

15,560 15,593

— e ¢
2015 2016 2017 2018 2019

17.65

14.19 14.05

12.26 12.47

— e ¢
2015 2016 2017 2018 2019




Net Asset Value Per Share in Taka

26.53
25,07 2423 25.65

°
2015 2016 2017 2018

Market Capitalization at the year end
92,363

77,971

45,610
34,542

2015 2016 2017 2018

30.53

2019

70,426

2019
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FIVE YEARS

FINANCIAL SUMMARY

BDT in million unless otherwise specified

CONSOLIDATED INFORMATION 2019 2018 2017 2016 2015
Cash and bank balances 69,662 67,046 61,658 46,976 41,018
Investments 55,952 35,133 26,889 22,938 20,017
Money at call and short notice - - - - -
Loans and Advances 264,870 238,400 203,431 175,841 149,934
Fixed Asset 10,873 6,265 5,610 4,460 4,038
Other assets 12,004 9,665 9,314 16,664 15,120
Goodwill 1,427 1,427 1,351 1,382 1,412
Non-banking assets 66 66 63 62 62
Total Assets 414,855 358,005 308,317 268,324 231,602
Borrowing 35,949 31,303 28,807 25,884 22,300
Convertible Subordinate Bonds - - 2,850 2,951 3,000
Money at call and on short notice 1,274 - 2,700 1,304 3,780
Deposit and other accounts 297,755 259,961 216,930 181,479 149,548
Other liabilities 33,214 25,040 28,600 32,966 31,456
Total Shareholders' Equity 40,582 35,250 26,600 22,153 20,190
Non controlling interest 6,081 6,450 1,830 1,587 1,329
Total Liability and Shareholders Equity 414,855 358,005 308,317 268,324 231,602

Risk Weighted Assets 264,598 251,233 225,438 199,137 176,714
Common Equity Tier-1 Capital 39,733 36,294 23,882 20,623 18,379
Total Admissible Tier-1 Capital 39,733 36,294 23,882 20,623 18,379
Total Admissible Tier-2 Capital 3,038 3,157 3,100 3,389 3,335
Total Capital 42,771 39,452 26,982 24,012 21,714
Capital Surplus/(Deficit) 9,696 9,618 1,620 4,099 4,042
Common equity Tier-I (CET1) Capital Ratio 15.02% 14.45% 10.59% 10.36% 10.40%
Total Capital to Risk-weighted Asset Ratio 16.16% 15.70% 11.97% 12.06% 12.29%

(CRAR)

Total Revenue 27,819 26,008 23,701 20,185 17,474
Interest Income 32,623 27,478 21,734 18,310 17,700
Interest Expense 14,698 11,660 8,201 6,589 8,196
Investment Income 3,057 2,791 2,915 2,558 2,496
Commission Exchange & Brokerage 6,582 7,227 6,882 5I55() 5174
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CONSOLIDATED INFORMATION 2019 2018 2017 2016 2015

Non-Interest Income 6,837 7,399 7,253 5,907 5474
Total Operating Expenses 18,859 16,614 14,279 11,575 10,353
Total Income 42,517 37,668 31,902 26,775 25,671
Total Expenditure 33,557 28,275 22,480 18,164 18,550
Operating Profit 8,960 9,393 9,422 8,611 7,121
Profit Before Tax 7,501 8,643 8,284 7,063 4,765
Net Profit After Tax 4,583 5,670 5,498 4,076 2,340
STANDALONE INFORMATION 2019 2018 2017 2016 2015
CNANCALPOSTION
Cash and bank balances 38,629 37,253 37,681 31,188 38,526
Investments 45,944 25,765 24,966 22,488 19,779
Loans and Advances 264,091 238,008 202,559 173,612 147,434
Fixed Asset 8,189 4,301 4,275 3,113 2,937
Other assets 11,001 10,023 9,642 18,142 15,754
Non-banking assets 66 66 63 62 62
Total Assets 367,920 315,417 279,187 248,605 224,492
Borrowing 35,390 31,303 28,807 25,591 20,061
Convertible Subordinate Bonds - - 2,850 2,951 3,000
Money at call and on short notice 1,274 - 2,700 1,304 3,780
Deposit and other accounts 268,309 233,509 196,224 168,860 150,221
Other liabilities 25,290 18,966 22,615 28,459 28,616
Total Shareholders' Equity 37,658 31,638 25,991 21,441 18,815
Total Liability and Shareholders Equity 367,920 315,417 279,187 248,605 224,492
AD ratio 82.10% 82.78% 83.39% 83.47% 82.24%
Off Balance Sheet Items 100,137 79,543 68,250 57,211 49,954
Interest Earning Assets 355,147 307,272 271,282 232,911 210,372
Non-Interest Earning Assets 12,773 8,144 7,905 15,694 14,121
INCOME STATEVENT- PERFORMANCE AND PROFITABILTY
Total Revenue 21,388 19,165 18,710 15,965 14,121
Interest Income 29,692 25,112 20,498 17,842 17,373
Interest Expense 14,654 11,574 8,351 7,036 8,699
Investment Income 3,072 2,961 3,581 2,497 2,454
Commission Exchange & Brokerage 3,151 2,573 2,876 2,538 2,915
Non-Interest Income 3,279 2,666 2,981 2,661 2,994
Total Operating Expenses 11,440 10,343 9,660 7,952 7,286
Total Income 36,042 30,739 27,060 23,000 22,820
Total Expenditure 26,095 21,917 18,011 14,987 15,985
Operating Profit 9,948 8,822 9,050 8,013 6,835
Profit Before Tax 8,505 8,072 7,897 7.148 4,621
Net Profit After Tax 5,646 5,547 5,250 4,460 2,436
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STANDALONE INFORMATION 2019 2018 2017 2016 2015

Authorized Capital 20,000 20,000 12,000 12,000 12,000
Paid up Share Capital 12,334 10,725 8,552 7,104 7,093
Risk Weighted Assets 244,401 233,713 209,351 188,431 166,622
Common Equity Tier-1 Capital 33,784 28,780 23,534 19,707 17,115
Total Admissible Tier-1 Capital 33,784 28,780 23,534 19,707 17,115
Total Admissible Tier-2 Capital 3,038 3,157 3,100 3,389 3,260
Total Capital 36,822 31,937 26,634 23,095 20,375
Capital Surplus/(Deficit) 6,272 4,184 3,082 4,252 3,713
Common equity Tier-I (CET1) Capital Ratio 13.82% 12.31% 11.24% 10.46% 10.27%
Total Capital to Risk-weighted Asset Ratio 15.07% 13.67% 12.72% 12.26% 12.23%
(CRAR)
aSSETQUALTY
Total Loans and Advance 264,091 238,008 202,559 173,612 147,434
Classified Loans 10,525 7,379 7,221 5911 8,839
Provision for Unclassified Loans (GP) 2,646 2,504 2,341 2,091 1,528
Provision for Classified Loans (SP) 6,081 5,067 5,649 4,865 6,890
Provision for off balance sheet items 392 584 621 490 427
Percentage of NPLs to Total Loans and 3.99% 3.10% 3.56% 3.40% 5.99%
Advances
NPL Coverage Ratio (incl. GP) 97% 123% 132% 143% 110%
NPL Coverage Ratio 65% 76% 86% 94% 86%
CFOREGNEXCHANGEBUSINESS
Import 90,661 110,575 98,332 72,142 57,220
Export 71,360 60,800 53,161 44,714 34,078
Remittance (Inward) 73,344 84,178 57,522 65,596 23,786
Guarantee 7,783 4,537 3,673 2,534 3,174
(OPERATINGPROFTRATIOS
Cost of Fund 7.08% 6.75% 5.69% 5.32% 6.64%
Return on Assets 1.65% 1.87% 2.02% 1.89% 1.13%
Return on Equity 16.29% 19.25% 22.14% 22.16% 13.32%
Return on Investment 8.23% 9.00% 9.41% 9.20% 6.13%
Debt Equity Ratio (Times) 8.77 8.97 9.74 10.59 10.93
GP Margin 59% 62% 69% 69% 62%
NP Margin 16% 18% 19% 19% 11%
VANAGEMENTEFFICENCYRATIOS
Operating Income per Employee 2.62 2.70 2.74 2.51 1.83
Operating Cost per Employee 1.40 1.46 1.41 1.25 0.95
Operating Profit per Employee 1.22 1.25 1.32 1.26 0.89
PBT per employee 1.04 1.14 1.16 1.12 0.60
Cost to Income Ratio 53% 54% 52% 50% 52%
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STANDALONE INFORMATION

2019

2018 2017 2016 2015

Cash 7.5% 0% 0% 10% 25%
Stock 7.5% 15% 25% 20% 0%
Total Dividend 15% 15% 25% 30% 25%

No. of Shares

1,233,375,327

1,072,500,285 855,209,694 710,436,910 709,287,321

Earnings Per Share (BDT) 4.58 4.50 491 5.23 3.43
Number of Shareholders 16,765 17,459 15,593 15,560 18,418
Market Value Per Share ( Year end) in taka 57.10 72.70 108.40 64.10 48.70
Price Earnings Ratio 12.47 14.05 17.65 12.26 14.19
Net Asset Vialue Per Share in taka 30.53 25.65 24.23 25.07 26.53
Market Capitalization at the year end 70,426 77,971 92,363 45,610 34,542

Number of Customer's Accounts 1,465,872 1,605,423 1,454,315 1,305,211 2,025,472
Number of Loan Accounts 204,784 210,894 198,264 236,441 205,671
Number of Deposit Accounts 1,261,088 1,394,529 1,256,051 1,068,770 1,819,801
Number of Branches 120 119 118 111 106
No. of SME SC/KB 67 67 68 69 69
Number of SME Unit Office 456 456 457 448 479
Number of ATMs 424 448 447 469 457
Number of CDM 89 97 90 81 70
Number of Employees 8,160 7,085 6,835 6,355 7,700
Number of Foreign Correspondents 379 370 396 432 429
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OUR JOURNEY IN BUILDING

In a challenging financial services industry environment
where profitability is elusive for most banks, BRAC Bank
has reported a contrarian performance by delivering
sustainable profitability growth through its focus on
strategies and initiatives that are anchored on a long-
term lens. Stable profitability has not only ensured
consistent value creation in the hands of share owners
and other stakeholders, but has also allowed the

bank to continuously expand its capacities in terms of
contributing to national development, thereby fulfilling

a humble part in meeting the developmental agendas of
the Government for ensuring public welfare. The bank
disbursed a cumulative sum of BDT 26,258 mn in terms
of:

1. Direct Tax:
(a) Corporate income tax (BDT 11,950 mn)
(b) Withholding tax (BDT 8,428 mn)

2. Indirect Tax:
(a) Value Added Tax (BDT 3,448 mn)
(b) Excise duty (BDT 2,431 mn)

BDT inmn
Direct Tax Indirect Tax

Year With::xlding Corg:;ate VAT Excise duty Total

2015 1,356 1,759 514 307 3,936
2016 1,407 2,106 587 517 4,618
2017 1,543 2,847 824 442 5,656
2018 1,776 2,531 745 575 5,627
2019 2,346 2,707 778 590 6,420
Grand total 8,428 11,950 3,448 2,431 26,258

To support large-scale banking operations and remain
as one of the largest employers of the country's
financial services sector, BRAC Bank has developed
an expansive and well-integrated banking network
that spans the length and breadth of the country.
Such a network not only closely serves our purpose
of ensuring financial inclusion and reaching banking
to the unbanked/underbanked, it has also ensured
tremendous employment generation opportunities

in both the metropolitan as well as mofussil areas of
the nation, thus ensuring homogenous development
in its own unique way. At the end of the year 2019, a
total of 8,160 employees were directly involved across
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the bank's integrated value chain, which is 15% higher
than that of last year. With a rich legacy and robust
brand recall, BRAC Bank is an employer of choice with
a growing reputation of being socially-responsible
too, thereby fulfilling the innate aspirations of
employees in making a tangible difference to customer
communities and societies. In addition, BRAC Bank, as
a pioneer in SME loans, not only empowers grassroots
entrepreneurs to realise their ambitions through
extending timely credit support and even business
advisory but, in doing so, also contributes to large-
scale indirect employment creation. As on December
2019, the bank had 127,832 SME customers with

an outstanding loan book of Tk. 120,786 mn to this
segment.




As a pioneering financial services institution that not
only serves today's needs, but also strives to fulfill
tomorrow’s requirements, BRAC Bank has emerged
as among the few banks in the country to offer a wide
bouquet of financial services that can be accessed
digitally, thus also aligning with the Government's
ambitious ‘Digital Bangladesh’ focus. The bank has
also championed financial inclusion through bKash,
which has now emerged as a widely-recognised,
award-winning mobile financial services company,
transforming and reshaping the very core of the
industry. Through bKash, BRAC Bank’s objectives of
bringing the mass unbanked population pools under
formal banking channels has been attained, as the
company is deeply embedded into the customer’s every
day life, altering payment habits and behaviours, while
also building faith and credibility in the platform. Such
mass-scale financial inclusion through digitalisation
has helped bring peripheral economic activities into the
mainstream, thus contributing to the country’s overall
economic growth as well.

BRAC Bank, in its endeavour to further widen its
financial inclusion programme and augment economic
activities, introduced ‘Agent Banking' services in
October 2018. In its first full-year of operations in
2019, the number of agent outlets has grown to

301, thus covering almost all the major districts and
consumption centres of the county, while greatly
facilitating customer convenience in accessing
organised banking. Notably, all transactions under
Agent Banking are processed through biometric
verification, which ensures the highest levels of security
as well as facilitates ease of banking, thus making
banking accessible and simplified, especially amongst
the rural populations.

In a bid to extend digitalisation to not only cover
external customers and consumers, but also internally
with a view to fortify our own operations to be able to
serve customers better and enrich their experiences
with us, we have brought the scope of digitalisation

to our employees, suppliers/business partners,

potential candidates, etc, too. To achieve this extent of
digitalisation, the bank, in 2018, migrated from a dated
ERP system to the world-class ‘Oracle E- Business
Suite’ that ensures simplification of various internal
processes, thus assisting us in not only fulfilling the
key matrix of optimising TAT while ensuring the highest
credit underwriting standards, but also in embracing
green banking through lowering paper consumption,
etc.

As a future-facing organisation, BRAC Bank
continuously invests in modernising its IT infrastructure.
This intent is best manifest in the fact that we have
established a focused division dedicated to achieve our
digital transformation strategies, which is entrusted
with the mandate of serving our customers better
through best practices in digital banking.

With a relentless emphasis to transform Bangladesh
into a 'developed country’ by 2041, the Government
has realised that the journey towards the attainment
of this overarching vision is through achieving the
goals, as expressed in the United Nations' Sustainable
Development Goals (UN SDGs) by 2030. BRAC Bank,

by virtue of the intrinsic nature of its operations and
characteristics of its business, has aligned its impact
with the SDGs and today, contributes to meeting a
number of goals, enshrined in its focus on reducing
poverty, achieving zero hunger and prosperity through
various financial inclusion initiatives, like bKash and
Agent Banking, etc. The bank also fulfills the gender
equality agenda, through providing equal opportunity
and remaining fair and meritocratic, while encouraging
the participation of women in the workplace by, among
other initiatives, fostering a facilitative, supportive and
non-discriminatory environment. Further, the bank aims
to finance projects that promote good health and well-
being, enhance access to clean water and sanitation,
contribute to preservation of life on land and below
water and encourage sustainable electrification through
affordable and renewable clean energy, etc. Further,
through its targetted and high-impact CSR activities,
the bank also ensures that its social contributions and
budgets are aligned with the goals of the SDGs.
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STOCK PRICE
STATISTICS 2019

Chittagong Stock Exchange Ltd. Market
Dhaka Stock Exchange Ltd. (DSE) gong g o
(CSE) Total Capitalization
(DSE)
Month Total Total Volume
Month Month Month Month DSE & CSE [BDT in Million]
. Volume . Volume ( ) lose of
High Low High Low (atclose o
(Number) (Number) month)

Jan-19 85.20 73.00 40,058,632 84.90 74.00 3,544,811 43,603,443 84,191
Feb-19 83.60 78.00 16,171,757 83.20 77.80 344,169 16,515,926 87,087
Mar-19 90.40 73.00 33,992,441 90.80 74.00 2,238,371 36,230,812 83,441
Apr-19 81.90 60.00 18,298,251 81.00 60.00 957,350 19,255,601 66,173
May-19 65.00 55.00 36,204,329 64.80 55.10 652,238 36,856,567 79,676
Jun-19 67.00 62.60 15,674,400 67.00 62.00 966,789 16,641,189 81,526
Jul-19 65.90 60.50 11,560,481 66.10 59.00 1,112,794 12,673,275 77,579
Aug-19 63.20 57.70 8,619,547 63.50 58.00 971,483 9,591,030 71,412
Sep-19 62.80 55.90 13,724,679 62.50 55.00 519,139 14,243,818 75,853
Oct-19 62.00 50.00 10,194,047 62.20 50.20 320,868 10,514,915 62,409
Nov-19 61.90 50.50 16,660,842 61.00 50.00 4,539,987 21,200,829 71,536
Dec-19 60.70 56.10 9,971,544 61.40 55.90 117,578 10,089,122 70,426

Stock Details

Particulars DSE CSE
Stock Symbol BRACBANK BRACBANK
Company/Scrip Code 11138 22029
Listing Year 2007 2007
Market Category A A
Electronic Share Yes Yes
Market Lot (Nos) 1 1

Face Value 10 10
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VALUE-ADDED
STATEMENT

Overview

Value-added statement is a financial statement

that illustrates the value (or wealth) created by an
organisation, and its allocation amongst various
stakeholders, including employees, shareholders,
government and creditors, along with retained earnings
or the value retained in the business.

On a strategic level, value-added statement is
instructivein the sense that it portrays a detailed
interpretation of the total value addition and its
subsequent disbursement. A higher value-added
showcases the value of management efficiency in
running the business, reflects the organisation’s
embedded competitive levers in thwarting competition,
and exhibits leadership intent and outcome in creating
sustainable value for all associated with the business.

Value-added statement

Stewarded by its purpose of creating the best bank
of Bangladesh, BRAC Bank has achieved tremendous
progress over the years in creating a valuable national

asset in the banking and financial services sector of

the country. Rooted in its focus on deep customer
engagement through diverse channels with a wide
complement of products and services, BRAC Bank today
enjoys an entrenched presence in the SME, Retailand
Wholesale banking sub-sectors of Bangladesh,

with a standing premised on innovation, service,
differentiation and customer-centricity.

Anchored on such a positioning, BRAC Bank has
created tremendous value over the years, contributing
to shareholder wealth creation (through stock/cash
dividends and equity appreciation), employee wealth
creation (through compensation and exemplary non-
monetary benefits), national value creation (through
generating both direct and indirect employment and
also through exchequer contributions) and community
value creation (through its high-impact social
responsibility initiatives).

The following value-added statement showcases the
consolidated value created by BRAC Bank for the year
ended 31 December 2019, and its distribution amongst
various stakeholder communities.

2019 2018

Amount % Amount %
Value-Added
Net Interest Income 15,038 96% 13,538 100%
Commission, Exchange & Brokerage 3,072 20% 2,573 19%
Investment Income 3,151 20% 2,961 22%
Other Income 128 1% 93 1%
Management Expenses Excluding Salaries & (4,206) -27% (4,868) -36%
Allowances, Depreciation
Provision for Doubtful Losses (1,442) -9% (750) -6%
Total Value Added by the Company 15,739 100% 13,547 100%
Distribution of value addition
To Employees
as salary and Allowance 5,598 36% 4,695 35%
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2019 2018

Amount % Amount %
To Provider of Capital
dividend to shareholders (cash & stock) 1,850 12% 1,609 12%
To Government:
as corporate tax 2,860 18% 2,525 19%
To Expansion and Growth
as retained income 3,796 24% 3,939 29%
as depreciation 1,636 10% 779 6%
Total Distribution by the Company 15,739 100% 13,547 100%

B Net interest Income 96%

M commission, Exchange
& Brokerage 20%
Investment Income 20%

7 other! 1%
Value-added Other Income 1%

2019 [ | Management
Expenses Excluding
Salaries & Allowances,
Depreciation -27%

B Provision for Doubtful
Losses -9%

To Employees

M s salary and Allowance 36%

To Provider of Capital

I dividend to shareholders
(cash & stock) 12%

To Government:

Distribution of
value addition

2019 as corporate tax 18%

To Expansion and Growth
1 as retained income 24%

[ as depreciation 10%

Economic value-added (EVA)

Economic value-added (EVA) statement reflects the
aggregated organisational surplus generated post
coverage of the cost of the total invested equity.

On a granular level, the cost of the total invested equity
refers to the equitable charge towards providers of
capital. It represents the post-tax return on capital
employed, less the cost of the capital employed. In

this realm, post-tax return on the capital employed is
adjusted for the tax shield on debt.
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B Net Interest Income 100%

M commission, Exchange
& Brokerage 19%
Investment Income 22%

7 other 1%
Value-added Other Income 1%

2018 [ | Management

Expenses Excluding
Salaries & Allowances,
Depreciation -36%

B Provision for Doubtful
Losses -6%

To Employees

M s salary and Allowance 35%

To Provider of Capital

I dividend to shareholders
(cash & stock) 12%

To Government:

Distribution of

value addition
2018 as corporate tax 19%

To Expansion and Growth
7 as retained income 29%

[ as depreciation 6%

Value is created when organisations earn higher
returns against the cost of capital. On the other hand,
value destruction occurs when enterprises earn lower
returns against the cost of capital. Hence, return on the
invested capital is a significant shareholder metric and
a key yardstick in governing investment decisions. As a
responsible bank with a longstanding reputation, BRAC
Bank relentlessly focuses on ensuring sustainable value
creation for all its equity providers.

Formula for EVA:

EVA = Net operating profit — Taxes — Cost of capital




Economic Value-added (EVA) Statement [EVA=(NPAT-Cost of Average Equity)]

For the year end 2015 2016 2017 2018 2019
Shareholders' Equity at the year end 18,815 21,441 25,991 31,638 37,658
IAchceuSTr:lsrfted Provision against Loan & Advances and 8,776 7028 7,999 7697 9,391
Average Shareholders' Equity 18,285 20,128 23,716 28,814 34,648
Dividend 25 3.0 25 1.5 1.5
Market Value Per Share 48.70 64.10 108.4 72.7 57.1
Growth Rate 25% 20% -17% -40% 0%
Cost of Equity 9.71% 10.62% 9.04% 5.58% 5.34%
Economic Value Added (EVA) Statement [EVA=(NPAT-Cost of Average Equity)]

Net Profit after Tax (Before Provision) 4,649 5,325 6,402 6,297 7,088
Less: Cost of Equity 1,776 2,138 2,145 1,609 1,850
Total 2,873 3,187 4,257 4,688 5,238
Key Ratios:

EVA/Operating Revenue (%) 12.59% 13.86% 15.73% 15.25% 14.53%
EVA/Average Shareholders' Equity (%) 15.71% 15.83% 17.95% 16.27% 15.12%
Net Profit After Tax/Operating Revenue (%) 10.67% 19.39% 19.40% 18.05% 15.66%
Market Value Added Statement

Market Value of Shares Outstanding 34,542 45,610 92,363 77,971 70,426
Book Value of Shares Outstanding 7,093 7,104 8,552 10,725 12,334
Market Value Added 27,449 38,506 83,811 67,246 58,092
Industry

Loans and advances 5,976,306 6,888,701 8,126,155 9,326,783 10,296,783
Deposits and other accounts 7,450,231 8,402,682 9,261,793 10,099810 11,369,796
BBL

Loans and advances 147,434 173,612 202,559 238,008 264,091
Deposits and other accounts 150,221 168,860 196,224 233,509 268,309

11,369,796
10,099,810
9,261,793
8,402,682
7,450,231

196,224

150,221

168,860

2015

2017

2018

2019

2015

2017

233,509

2018

268,309

2019
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10,296,783
9,326,783
8,126,155
6,888,701
5,976,306
° P
2015 2016 2017 2018 2019

Market value-added (MVA)

Market value-added (MVA) is a direct and credible
reflection of a company’s performance evaluated by
the market considering its equity. It is a measure of an
organisation’s performance as viewed from an external
perspective and quantifies how the market has judged
its performance in terms of the market value of its
shares, compared against the book value. It stands for
the difference between the market value of equity and
the book value of equity invested in the company.

A positive MVA is a sanguine indication of performance
and reflects the company's success in sustainable
shareholder value creation. On the contrary, a negative
MVA indicates subpar performance in terms of the
value of corporate actions and investments not being
higher or commensurate against the value of the capital
attributed to the company by the capital markets.
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264,091
238,008
202,559
173,612
147,634
o o °
2015 2016 2017 2018 2019

83,811
67,246
58,092
38,506
27,449
° Py °
2015 2016 2017 2018 2019

During the year 2019, BRAC Bank took its value
creation agenda forward by reporting a positive MVA of
Tk. 58,092 mn (2018: Tk. 67,246 mn).




DUPONT
ANALYSIS

Overview

DuPont analysis is a pioneering analytical model of
Return on Equity (RoE), and is an effective tool to
examine and bring forth the extent of contribution of
various factors of the bank on its RoE. It conclusively
proves that a bank can earn a high RoE if it:

° Earns a high net profit margin
° Uses its assets effectively to generate more sales
e  Hasaprudent financial leverage

Fundamentally, the DuPont equation provides a broader
picture of the return the bank is earning on its equity.

It informs where the strengths of the bank lie and
where there is scope for further improvement. Thus,

it facilitates critical examination and is a journey of
achieving improvement every day.

Return on equity= Net profit margin x Asset turnover
ratio x Financial leverage

= (Net income/Sales) x (Sales/Total assets) x (Total
assets/Total equity)

Components of DuPont

DuPont analysis is an index that reveals how much
profit a company has earned in comparison with the
total amount of shareholders’ equity on the balance
sheet.

It has 3 major components in consideration:

Profit margin:

This is a basic profitability ratio. It is calculated

by dividing the net profit by the total revenues. It
resembles the profit generated after deducting all
expenses. The primary factor remains to maintain
healthy profit margins and derive ways to keep
expanding profits by reducing expenses, enhancing
product/service prices, etc., which eventually impacts
the RoE.

Net profit margin= Net profit/ Total income
Total asset turnover:

This ratio is an effective depiction of the efficiency

of the bank in deploying or utilising its assets. It is
calculated by dividing revenues by average assets. The
ratio differs across industries, but is highly useful in
comparing players operating in the same industry. If the
bank’s asset turnover increases, this positively impacts
its RoE.

Asset turnover = Total Income/Average assets
Financial leverage:

This refers to the debt used to finance assets and
indicates how the bank has struck the right balance

in utilising its debt to finance its operations and also
to meet its growth aspirations. However, the bank is
cognisant of the reality that the use of excess leverage
to push up RoE can turn out to be detrimental to its
long-term fiscal health and hence strikes the right
balance between its indebtedness and growth focus.

Financial leverage = Average assets/Average equity
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BRAC Bank's DuPont analysis framework

D)

Return on Equity

Tax
Burden
o—Ll—20 o—L>l—0 o——
Total Total Profits EBT EBT

revenue assets

Benefits of DuPont analysis

° Itis a reliable indicator of performance
measurement of the various divisions or business
segments of the bank

° It is useful in capital allocation decisions, in terms
of allocation of capital to those segments that
contribute most to the RoE with minimal risk

° It helps pinpoint authentic triggers that are driving
the performance of the bank and whether these
triggers/factors are sustainable or not

DuPont analysis for 2019

In line with the past few years, the year 2019 was
challenging as well in terms of constrained margin
expansion due to enhanced competitive intensity,
regulatory pressures and significant investments
(expenses) in tech infrastructure reinforcements and
developmental projects. We believe that these are
foundational initiatives that will support the bank's long-
term growth objectives and were necessary investments
with the view to enhance our customer-centric
propositions, especially in the realm of digital banking.
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BRAC Bank’s DuPont analysis summarises that despite
our net profit after tax expanded by 2% in 2019, our net
profit margin declined slightly by a percentage point
from 18% to 16% during the year and this is because

of increase in non-operating expenses. This apart, the
overall change in RoE was largely contributed by the
decline in equity multiplier in 2019, and the primary
reason behind this was the increase in total equity base
during 2019.

BRAC Bank’s DuPont analysis, 2019

Particulars 2019 2018
ROE 16.29% 19.25%
Net profit margin 16% 18%
Contribution to net profit margin:

a) Operating profit margin 28% 29%

b) Non-operating items -4% (2%)

c) Tax -8% (8%)
Asset turnover (Times) 0.11 0.10
Equity multiplier (Times) 9.86 10.32
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HORIZONTAL ANALYSIS (STANDALONE)

Statement of Financial Position

2019 2018 2017 2016 2015

BDT'M A% BDT'M A% BDT'M A% BDT'M A% BDT'M D%
PROPERTY AND ASSETS
Cash 22,830 2% 22,375 22% 18,284 16% 15,821 -2% 16,207  -5%
Balance with other banks and financial institutions 15,799 6% 14,879  -23% 19,396 26% 15367 -31% 22,319 -9%
Investments 45,944 78% 25,765 3% 24,966 11% 22,488 14% 19,779  -17%
Loans and advances 264,091 11% 238,008 18% 202,559 17% 173,612 18% 147,434 21%
Fixed assets including premises, furniture and fixtures 8,189 90% 4,301 1% 4,275 37% 3,113 6% 2,937 2%
Other assets 11,001 10% 10,023 4% 5,642 -47% 18,142 15% 15,754 11%
Non-banking assets 66 0% 66 5% 63 2% 62 0% 62
Total property and assets 367,920 17% 315,417 13% 279,187 12% 248,605 11% 224,492  10%
LIABILITIES AND CAPITAL
Liabilities
Borrowings from other banks, financial institutions & agents 22,902 0% 22,958 -1% 23,211 23% 18,838 21% 15,533 108%
Borrowings from Bangladesh Bank 12,488 50% 8,345  49% 5,596 -17% 6,753 4L9% 4,528  90%
Convertible Subordinate Bonds - - - -100% 2,850 -3% 2,951 -2% 3,000 0%
Money at call on short notice 1,274 - - -100% 2,700 107% 1,304  -66% 3,780 210%
Deposits and other accounts 268,309 15% 233,509 19% 196,224 16% 168,860 12% 150,221 1%
Other liabilities 25,290 33% 18,966 -16% 22,615 -21% 28,459 -1% 28,616  18%
Total Liabilities 330,262 16% 283,779 12% 253,196 11% 227,165 10% 205,677 10%
Capital and shareholders' equity
Total shareholders' equity 37,658 19% 31,638 22% 25,991 21% 21,441 14% 18,815 6%
Total liabilities and shareholders' equity 367,920 17% 315,417 13% 279,187 12% 248,605 11% 224,492 10%
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HORIZONTAL ANALYSIS (STANDALONE)

Profit & Loss Account

2019 2018 2017 2016 2015

BDT'M A % BDT'M D% BDT'M D% BDT'M A % BDT'M A %
Interest income 29,692 18% 25,112 23% 20,498 15% 17,842 3% 17,373 3%
Interest paid on deposits and borrowing etc. 14,654 27% 11,574 39% 8,351 19% 7,036  -19% 8,699 -5%
Net interest income 15,038 11% 13,538 11% 12,148 12% 10,807 25% 8,674 14%
Investment income 3,072 4% 2,961 -17% 3,581 43% 2,497 2% 2,454 -2%
Commission, exchange and brokerage 3,151 22% 2573  -11% 2,876 13% 2,538  -13% 2915  14%
Other operating income 128 38% 93  -12% 105 -15% 123 56% 79 -29%
Total operating income 21,388 12% 19,165 2% 18,710 17% 15,965 13% 14,121 10%
Salaries and allowances 5,579 19% 4,681 8% 4,347 31% 3,313 12% 2,962 1%
Rent, taxes, insurance, electricity etc. 701 -50% 1,409 7% 1,312 14% 1,148 20% 957 6%
Legal expenses 31 -L4% 55 32% 42 -31% 61 -20% 75 -L6%
Postage, stamps, telecommunication etc. 230 -15% 272 S% 250 3% 242 -8% 262 20%
Stationery, printing, advertisement etc. 269 -8% 292 -4% 304 50% 203 -35% 312 17%
Chief Executive's salary and fees 19 34% 14 5% 13 0% 13 -7% 14 3%
Directors' fees 1 -18% 1 -4% 1 2% 1 96% 1 1%
Auditors' fees 2 12% 2 12% 1 20% 1 28% 1 0%
Depreciation and repair of the bank’s assets 2,050 77% 1,156 37% 844 -7% 906 1% 896 -13%
Other expenses 2,557 4% 2,460 -3% 2,546 23% 2,064 14% 1,805 58%
Total operating expenses 11,440 11% 10,343 7% 9,660 21% 7,952 9% 7,286 10%
Profit before provisions 9,948 13% 8,822 -3% 9,050 13% 8,013 17% 6,835 11%
Provision for loans/Investments:
Loans and advances 1,882 28% 1,467 -28% 2,032 -11% 2,296  -25% 3,067  24%
Recovery from Write-Off (786) 0% (783) -25% (1,039) -15% (1,218) 26% (964)  54%
Diminution in value of investments 534 359% 116 -261% (72) -75% (287) -817% 40  33%
Off balance sheet items (192) 419% (37) -128% 131 110% 63 -10% 70 -32%
Other provisions 4 -129% (13) -113% 100 860% 10 - - -
Total provision 1,442 92% 750 -35% 1,152 33% 865 -61% 2,214 12%
Total Profit/(loss) before taxes 8,505 5% 8,072 2% 7,897 10% 7,148 55% 4,621 11%
Provision for taxation:
Current tax expense 3,719 47% 2,523 -21% 3,196 22% 2,630 17% 2,250 7%
Deferred tax expense / (income) (859) -41606% 2 -100% (549) -1041% 58 -191% (64) 157%
Total provision for taxation 2,860 13% 2,525 -5% 2,647 -2% 2,688 23% 2,186 5%

Net profit after taxation 5,646 2% 5,547 6% 5,250 18% 4,460 83% 2,436 16%
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VERTICAL ANALYSIS (STANDALONE)

Statement of Financial Position

2019 2018 2017 2016 2015

BDT'M % BDT'M % BDT'M % BDT'M % BDT'M %
PROPERTY AND ASSETS
Cash 22,830 6% 22,375 7% 18,284 7% 15,821 6% 16,207 7%
Balance with other banks and financial institutions 15,799 4% 14,879 5% 19,396 7% 15,367 6% 22,319  10%
Investments 45,944 12% 25,765 8% 24,966 9% 22,488 9% 19,779 9%
Loans and advances 264,091 72% 238,008 75% 202,559 73% 173,612 70% 147,434 66%
Fixed assets including premises, furniture and fixtures 8,189 2% 4,301 1% 4,275 2% 3,113 1% 2,937 1%
Other assets 11,001 3% 10,023 3% 9,642 3% 18,142 7% 15,754 7%
Non-banking assets 66 0.02% 66 0.02% 63 0.02% 62 0.03% 62 0.03%
Total property and assets 367,920 100% 315,417 100% 279,187 100% 248,605 100% 224,492 100%
LIABILITIES AND CAPITAL
Liabilities
Borrowings from other banks, financial institutions & agents 22,902 6% 22,958 7% 23,211 8% 18,838 8% 15,533 7%
Borrowings from Bangladesh Bank 12,488 3% 8,345 3% 5,596 2% 6,753 3% 4,528 2%
Convertible Subordinate Bonds - 0% - 0% 2,850 1% 2,951 1% 3,000 1%
Money at call on short notice 1,274 0.3% - 0% 2,700 1% 1,304 1% 3,780 2%
Deposits and other accounts 268,309 73% 233,509 74% 196,224 70% 168,860 68% 150,221  67%
Other liabilities 25,290 7% 18,966 6% 22,615 8% 28,459 11% 28,616  13%
Total Liabilities 330,262 90% 283,779  90% 253,196 91% 227,165 91% 205,677 92%
Capital and shareholders' equity
Total shareholders' equity 37,658 10% 31,638 10% 25,991 9% 21,441 9% 18,815 8%
Total liabilities and shareholders' equity 367,920 100% 315,417 100% 279,187 100% 248,605 100% 224,492 100%
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VERTICAL ANALYSIS (STANDALONE)

Profit & Loss Account

2019 2018 2017 2016 2015

BDT'M % BDT'M % BDT'M % BDT'M % BDT'M %
Interest income 29,692 82% 25,112 82% 20,498 76% 17,842 78% 17,373 76%
Interest paid on deposits and borrowing etc. 14,654 41% 11,574 38% 8,351 31% 7,036 31% 8699 38%
Net interest income 15,038 42% 13,538 44% 12,148 45% 10,807 47% 8,674  38%
Investment income 3,072 9% 2,961 10% 3,581 13% 2,497 11% 2,454 11%
Commission, exchange and brokerage 3,151 9% 2,573 8% 2,876 11% 2,538 11% 2915  13%
Other operating income 128 0.4% 93 0.3% 105 0.4% 123 1% 79 0.3%
Total operating income 21,388 59% 19,165 62% 18,710 69% 15,965 69% 14,121 62%
Salaries and allowances 5,579 15% 4,681 15% 4,347 16% 3,313 14% 2962  13%
Rent, taxes, insurance, electricity etc. 701 2% 1,409 5% 1,312 5% 1,148 5% 957 4%
Legal expenses 31 0.1% 55  0.2% 42 0.2% 61 0.3% 75 0.3%
Postage, stamps, telecommunication etc. 230 1% 272 1% 250 1% 242 1% 262 1%
Stationery, printing, advertisement etc. 269 1% 292 1% 304 1% 203 1% 312 1%
Chief Executive's salary and fees 19 0.1% 14 0.05% 13 0.05% 13 0.1% 14 0.1%
Directors' fees 1 0.003% 1 0.004% 1 0.01% 1 0.01% 1 0.003%
Auditors' fees 2 0.01% 2 0.01% 1 0.01% 1 0.01% 1 0.004%
Depreciation and repair of the bank’s assets 2,050 6% 1,156 4% 844 3% 906 4% 896 4%
Other expenses 2,557 7% 2,460 8% 2,546 9% 2,064 9% 1,805 8%
Total operating expenses 11,440 32% 10,343 34% 9,660 36% 7,952 35% 7,286  32%
Profit before provisions 9,948 28% 8,822 29% 9,050 33% 8,013 35% 6,835 30%
Provision for loans/Investments:
Loans and advances 1,882 5% 1,467 5% 2,032 8% 2,296 10% 3,067 13%
Recovery from Write-Off (786) -2% (783) -3% (1,039) -4% (1,218) -5% (964) -4%
Diminution in value of investments 534 1% 116 0.4% (72) -0.3% (287) -1% 40  0.2%
Off balance sheet items (192) -1% (37) -0.1% 131 0.5% 63  0.3% 70 0.3%
Other provisions 4 0.01% (13) -0.04% 100 0.4% 10 0.05% - 0%
Total provision 1,442 4% 750 2% 1,152 4% 865 4% 2,214 10%
Total Profit/(loss) before taxes 8,505 24% 8,072 26% 7,897 29% 7,148 31% 4,621  20%
Provision for taxation:
Current tax expense 3,719 10% 2,523 8% 3,196 12% 2,630 11% 2,250 10%
Deferred tax expense / (income) (859) -2% 2 0.01% (549) -2% 58 0.3% (64) -0.3%
Total provision for taxation 2,860 8% 2,525 8% 2,647 10% 2,688 12% 2,186  10%
Net profit after taxation 5,646 16% 5,547 18% 5,250 19% 4,460 19% 2,436 11%




COMPETITIVE INTENSITY AND
STRATEGIC RESPONSES

Overview

Across businesses and markets, competitive intensity
has grown manifold, as a larger number of entities
venture into a market, attracted by prospective gains.
In this context, it is imperative for existing companies
or incumbents to protect their turf, and this is where
strategic responses come into play.

Such responses not only help thwart competitive
pressures, but also create an extra level of
competitiveness, as companies try to improve their
products or services, improve their pricing, lower their
costs or even engage in expanding their geographic
presence.

Deposit products
- Higher interest rates
- Lower avge. balance
requirements

Loan products
- Lower interest rates

.....................................

*
*
ali
Industry rivalry

Service standards
- Better service levels

: Extensions o

i - Strategic line extensions

: by existing banks Threat of new
entrants

: Regulations Disruptors

- Regulatory easing in
i terms of new licensing

- Digital-first business
- Easy funding support

- Extended credit tenures

BRAC Bank’s strategic responses

At BRAC Bank, we have reinforced our strategic
competitive moat, which is not only reflected in

our being among the largest banking institutions in
Bangladesh, but also in terms of our vision to emerge
as the best bank of the country, with our success
measured by our holistic impact on our stakeholders,
rather than only on the basis of our profits.

The diagram below illustrates key bundles of
competitive intensity, segregated across major
stakeholder groups. It is not merely important for us to
meet their expectations — rather we need to anticipate
their needs and then serve these needs to stay ahead
of the competitive curve.

Wider products
- Higher product range
- Customized product
offerings
- More convenience

Rate sensitivity
- Lower loan rates
- Easy switch-overs

Better yields
- Higher deposit rates
- Lower balance
thresholds for availing

A
1 3

Bargaining power

of customers higher rates
EE Depositor
8 8 expectations

- Better deposit rates
- Faster service

Bargaining power
of suppliers

Employee expectations

- Attrition due to better Capital providers

opportunities - Higher vields
- Compensation - Safety of capital
expextations
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Key competitive forces and their descriptions affecting/impacting BRAC Bank

Industry rivalry

The banking sector in Bangladesh has attracted several
companies to invest and create profitable platforms.

In the country, the banking industry has 59 scheduled
banks, 5 non-scheduled banks and 34 NBFls. This
makes switching relatively easy on account of the high
concentration of service providers. Further, banks are
also developing new products and services, thereby
reinforcing their customer acquisition strategies and
also eating into the share of existing service providers.
Besides, there are many large local banks providing a
range of both asset and liability products at competitive
rates. Competition with other banks may force the
industry to:

° Moderate their interest rates on loans
° Offer higher rates on deposits

° Provide more services for ensuring customer
convenience

Such enforcements can create pressures on margins,
while also impeding profitability levels.

At BRAC Bank, we have initiated the following measures
with a view to protect our market and also grow our
market share.

° Investments in technology: We provide innovative
financial products and services through our ability
to invest in state-of-the-art technologies, which
builds customer trust and also adds to the overall
quality of engagement with them.

° Difference through service quality: At BRAC
Bank, we understand that while products can
be commoditised and replicated, what cannot
is service. Thus, we provide superlative service
standards and experiences that enable our
customers to naturally gravitate to us, thereby
ensuring business repeatability.

° Customer loyalty: Historically, we have a strong
and loyal base of customers. This represents a
major advantage in a competitive industry, even
as we strive to focus on the retention of this base,
while focusing on expanding it too.

° Marketing and brand-building expense: At BRAC
Bank, thanks to our size and scale, we are able to
budget for relatively higher marketing and brand-
building spends. Further, we have also embraced
digital advertising that enables us to measure the
impact of our advertising and even optimising it,
while also reaching out to a larger potential target
audience.
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Outcome

Paradoxically, though industry rivalry is high, we
consider it to be moderate in our case because of our
robust competitive advantages and our future-facing
initiatives.

Bargaining power of customers

It is reasonably easy for the customers to switch to
other banks fully, or even avail part of their service
requirements from other banks, thereby shrinking the
size of the engagement. Yet however, it is fairly difficult
for longstanding customers to switch because of
intimacy/relationships built over the years.

Moreover, SMEs and retail businesses have historically
been less rate-sensitive. However, rising competition,
especially in these segments, have made it considerably
more price sensitive. Besides, corporate clients have
also become more price sensitive compared to the past,
as they now have access to other banks/NBFlIs as well.

In this scenario, as consumer expectations evolve,

it is imperative for us at BRAC Bank to reinforce our
customer service standards, delighting them with
enjoyable, convenient and hassle-free experiences. In
this context, we believe that customer experience will
be the digital imperative in 2020.

Some of the measures we undertake with a view to
attract and retain our customers include the following:

° Providing market-leading deposit rates
e  Offering world-class service standards

° Offering the convenience of digital banking,
enabling them to conduct a number of banking
transactions on-the-go

° Providing value-based lending rates, with
flexibility in foreclosure, processing fees, etc.

Outcome

We believe the bargaining power of customers is
relatively high, considering the competitive landscape.
However, we are focusing on neutralising the impact of
this through clear customer retention and acquisition
strategies.

Bargaining power of suppliers

Our suppliers comprise our deposit-holders who are
our primary capital providers/suppliers. In an industry
scenario with low differentiation, it is easy for this




primary deposit-holder group to switch to other banks,
tempted by higher rates and perhaps even better
service standards. Further, share of deposits is highly
concentrated, which gives them excess bargaining
power.

With a view to fund gaps in our borrowings, we
also mobilise debt from other financial institutions,
with rates being largely market-driven. Hence, their
power is often considered to fluctuate between
medium-to-high.

At BRAC Bank, we embrace the following strategies
with a view to derive an edge over our supplier
relationships.

° We offer our depositors relatively better rates and
assure them of best-in-class service levels

e  \We provide a high degree of safety of capital for
our investors/banking partners, with assurance of
meeting our obligations and their expectations

° Our employees are our major suppliers of
their time, commitment and knowledge with
a view to enable us to achieve our goals
and aspirations, for which we provide them
adequate compensation and robust career
development plans

Outcome

We focus on enhancing the quality of relationships with
our suppliers, creating mutually-beneficial solutions
across the engagement spectrum.

Threat of new entrants

Setting up a bank requires large amounts of capital,
along with the need to clear stringent regulatory
requirements.

Though new entrants feed-off the share of incumbents,
barriers to entry are very high. Yet, the government
faces continuous pressure from key vested interests
for approvals for establishing new banks and Fls. In the
past few years, a number of new banks and NBFIs have
entered in an already competitive market. Few other
banks have also applied for commencing commercial
operations.

To counter the threats from new entrants, we are
engaging in the following activities:

° Investing substantially in digital banking with a
view to boost customer convenience and also our
ability to service their growing and sophisticated
requirements

° Continually launching new products and solutions
that cater to diverse customer needs and
requirements

e  Adhering with all regulatory guidelines with a view
to ensure the highest levels of compliance

Outcome

As a result, though the threat of new entrants is
reasonably low when one takes into cognisance the
strong competitive barriers to establishing a bank,
in reality, there are many banks who have applied
for licenses in Bangladesh, which may intensify
competition in the future.
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BRAC BANK'S
VALUE CHAIN

Our sustainable value

creation framework

Governance and risk management:

- Regulatory compliance

- Corporate governance

- Credit risk management process

- Operational risk management
process

- Internal control

- Risk auditing

Technological developments:

- World-class core banking software
(CBS)

- Decision support system

- Process automation

- Highest security standards

- Technology audits

Human capital management:

- Workforce planning

- Fair recruitment and selection
policies

- Employee training and development

- Transparent performance appraisal
and reward management system

- Career development and succession
planning

Finance and reporting:

- Accounting standards following BAS
and BFRS

- Financial reporting on following
regulatory guidelines

- MIS for improved decision-making

saninnoe yoddng

Primary activities

Market development and product planning:

Customer need surveys and
segmentation

Design and development of products
andservices

Development of key processes, policies
procedures and practices

Marketing, salesand transactions:

Strong frontline sales force
Marketing and communications
Distribution network set-up
Customer service and complaint
management

Deposit management:

Deposit origination
Capital accretion
Borrowings:

> Short-term
> Long-term

Asset management:

Selection of quality assets

Sales of loan products

Disbursement of loans and advances
Collectionsand monitoring
Management of non-performing assets

Value created for stakeholders:

Contribution to the national exchequer
Investor wealth maximisation
Consistent payout ratio

Safe and secure workplace environment
Stakeholder expectations management
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Value creation focus
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Primary activities within our value chain
Market development and product planning

Today, marketing plays a crucial role in the banking
industry. Competitive intensity has expanded manifold
with several domestic and international players.
Attracting and retaining existing/new customers
requires greater and more concerted focus on
marketing and new product/services development.

Brand image is also an important constituent for banks.
Most often, brand characteristics are influenced by
service quality. Yet, marketing plays an important role in
elevating brand awareness and it is the principal reason
why advertising and other promotional activities are
crucial. Visibility remains an important constituent for
banks to extend customer outreach. At BRAC Bank, we
play a positive role in communicating our brand values
and reinforcing our customer value propositions. The
result is that today, we have emerged as trusted and
dependable financial partners in the journey of our
customers.

Marketing, sales and transactions

The banking industry is highly competitive and

apart from entering new markets and acquiring new
customers, it is important that banks also retain
existing customers. The sales function serves an
important role in value creation where it transcends
beyond sales to ensure holistic customer engagement
and eventual retention. Yet another important facet
about this function is that it is the principal interface
between the bank and its customers. The performance
of this function also has an important effect on the
bank’s image among its customers.

Despite digital banking, the human touch still plays a
key role in customer acquisition. Further, the expansion
of financial services makes it imperative that our sales
team articulates the full value propositions to our
customers, showcasing our wide range of products and
services to them. Further, we are managing our sales
more efficiently by deploying technology and providing
extensive training, especially to our frontline training
staff.

Another primary activity in our value creation
emphasisis daily transactions. Today, technology

has facilitated this task. Hundreds of thousands of
transactions are conducted daily, comprising both
online and offline transactions conducted from ATMs
to online means. To facilitate our customers, we use a
variety of national and international payment clearance
and settlement systems. Further, digital technology
has also aided banking and payments, especially in the
realm of mobile financial services.
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Products (depositsand asset management)

From loans to deposits, BRAC Bank providesa large
and dynamic variety of products and services to its
customers. From deposits and loans to credit cards and
foreign exchange services, our product basket is a core
component of our sustainable value creation journey.
Further, we reinforce our offerings by dispensing
superlative servicestandards to our customers, thus
forging enduring relationships with them.

Supporting activities in our value chain
Governance and risk management guidelines

Banking is about risk-taking. Several inherent rewards
in banking are born out of proper risk control and
management. Hence, it is essential for us to manage
our risks well, within our risk appetite and well-
structured control frameworks. Risk management
guidelines are therefore an important facet of our
sustainable value creation focus. It helps us to manage
our risks and control their impact to the extent that it
enables us to pursue our growth aspirations, without
exposing ourselves to any major or unnecessary
downsides.

Technological infrastructure

Our digital technologiesis a source of competitive
advantage in the industry,because it helps deliver

services more efficiently. Technology has made banking

easier and has also improved the bank's productivity
standards. Today, a number of services can be availed
online,thus circumventing branch visits. Today, we
are extensively using technology within the extended
arch of our operations, including in sales, marketing,
customer service and other functions. Further, our
website plays an important role in driving brand
awareness, sales, marketing as well as customer
acquisition and retention.

Infrastructure also plays a key role in our bank. Due to
heightened competitive activity, the importance of IT
in banking has also expanded manifold. With growing
risks related to data security and privacy, we are now
focusing meaningfully on sustaining a robust, safe and
secure IT infrastructure. Our data centres also fulfill a
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critical part of our tech infrastructure strategy, and we
have multi-level security frameworks in place to protect
consumer data and privacy.

Human resources/capital

Despite the growing role of technology, human
resources continue to play an important role in our
value chain. We provide intensive training to our sales
staff and engage in strategic management of our sales
function. Further, in our quest to boost the quality

of our human capital, we leverage digital tools and
technologies to design and deliver effective training and
skills development programmes, while also creating
frameworks that enable us to measure the impact of
our trainings.

Finance and reporting for sustainable value creation

Reporting for our value chain (also known as social
accounting, social and environmental accounting,
corporate social reporting, corporate social
responsibility reporting, or non-financial reporting)
is considered a sub-category of financial accounting
that focuses on the disclosure of non-financial
information about our performance to external
stakeholders, such as capital providers, creditorsand
other authorities. Our financial reporting represents
organizationalactivities that have a direct impact on the
society, environmentand economic performance.

Social

Bearable

Equitable

Sustainable

Environment
\VELIE




BRAC BANK'S SWOT
FRAMEWORK AT A GLANCE
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Favourable

*Legacy and parentage

*GABV membership

* Largest commercial banking protfolio
* Expansive pan-Bangladesh presence
*Robust digital banking infrastructure

*Non-compromising focus on
regulatory alignment

* Large unbanked/underbanked
population
* Low asareness levels

*Strategic cross-selling and
expansion of banking relationship

* Robust brand name and recall
* Professional and committed teams

Unfavourable

*Income concentration on single
geography

*Heterogenous customer dispersal

*Unexpected changes in regulations

* Weak regulations around customer
data

* High competitive intensity
* Unfavourable competitive activity

* Disruptive new financial services
models

*Unaticipated employee attriotion

*Sudden expansion in NPLs
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PESTEL
ANALYSIS

Overview e  Technological

- . . Envi tal
PESTEL analysis is an acronym for a tool used to identify ° nvironmenta

the macro (external) forces facing an organisation. Such L Legal
kind of an analysis is crucial from the point of view , .
of shareholders or investors, as it informs them how BRAC Bank's PESTLE analysis framework

some of the key external factors and the sub-factors
within each of these core external factors can impact
or influence an organisation’s performance or ability to
create value over the long-term.

BRAC Bank’s PESTEL analysis framework primarily
helps initiate a fundamental situational evaluation,
strengthening the bank's ability to not only focus on
exploiting present-day opportunities, but also enables

Generally, when an organisation showcases its PESTEL a near-accurate forecast of future trends to be able
analysis, it demonstrates solidity of the business model to proactively capitalise on opportunities, hence
in not only enabling the organisation to focus on value reinforcing long-term value generation capabilities.

capture across any situation, thus being flexible, it also
illustrates the management's confidence in the long-
term outlook of the business.

At BRAC Bank, we believe that our focus on PESTEL
evaluation enables us to successfully monitor and
respond to changes in the macro-environment, thereby

The letters of PESTLE stand for: enabling us to differentiate from the competition
and create a robust and unassailable competitive
° Political advantage.

e Economic BRAC Bank’s PESTLE analysis through its impact

° Social perimeter is presented below.
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PESTEL analysis

Political

Explanation

Policies and legislative changes of the
government can have a significant impact on
the macro business landscape of a country. A
government, empowered by the Constitution,
possesses parliamentary rights to issue or
amend or rollback laws, policies and regulations
that can have a significant impact on the
business.

Broadly, such changes include amendments in
taxation, employment laws, tariffs, trade control,
import/export restrictions, data protection, etc.

Impact specific to Bangladesh

The incumbent government has fostered

a stable business environment with an
accommodative stance, with the overall
objective to facilitate the ease of doing
business. In view of supply side disruptions

on account of tariff disputes between the US
and China, it is hoped that the government will
continue to position Bangladesh as an attractive
trade and investment destination, especially
among foreign investors. Further, tax-friendly
rules and regulations are also expected in the
forthcoming budget.

Political impact in the purview of our risk
perimeter

On a micro-level, banking in Bangladesh is a
highly regulated industry in the realm of ensuring
anti-money laundering, illicit trade and practices,
including illegal funds transfer, etc. Within this
ambit, we analyse such factors as:

° Political stability

° Regulatory interventions

° Legal frameworks

° Intellectual property protection

e  Trade regulations and tariffs

e  Taxation - tax rates and incentives

° Mandatory employee benefits

° Industrial safety regulations and rights
Ensuring aligning with political factors

° Zero tolerance to regulatory misalignments

° 100 per cent compliance with all rules and
regulations

° Proactive situational assessments, with
strategic insights regularly shared with
business divisions/departments

° Robust processes for political risk mitigation
through, for example, extending due
diligence for identifying PEPs and providing
banking facilities to them, etc.

° Focus on SMEs to minimise major NPL
shocks because of smaller loan ticket-size

° Prudence and conservatism in credit
underwriting

Economic

Explanation

Economic trends and influences can have a
significant bearing on a business. The scale

of impact varies, with smaller organisations
becoming more vulnerable to adverse economic
developments, while the larger ones, on account
of their scale, are able to absorb concomitant risks
better. Some of the economic factors include,
inflation, exchange rates, recessionary trends,
demand-supply trends, etc.

Impact specific to Bangladesh

Bangladesh has consistently registered high
GDP growth rates at about 7% over the last few
years. In fact, during fiscal 2019-20, the country
is expected to grow faster even than the GDP
growth of India and China that are facing internal
country-specific issues.

Bangladesh's GDP growth momentum in

FY19 was underpinned by strong domestic
and external demand, as reflected in buoyant
public and private investments and higher
consumption, driven by higher exports,
remittances and private credit growth. GDP
growth at 8.15 per cent outperformed the target
of 7.8 per cent. Bangladesh's GDP expected to
grow by 8.2 per cent in 2020.

The country’s economy got-off to a good start

in the 2019 fiscal year, which began in July.
Remittance inflows increased at a healthy clip in
the October-December 2019 period, which helped
to reduce external imbalances, as reflected by a
significant YoY compression of the current account
deficit (CAD) in the July—September 2019 period.
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Further, credit expansion in the private sector is
recording strong growth rates of 10.4% approx.,
and this trend will continue, subject to political
stability and investor confidence.

Economic impact in the purview of our risk
perimeter

The banking sector is directly and closely linked to
the economic growth of Bangladesh. However, the
sector faces certain legacy issues, including high
levels of NPLs, business fraud, etc. In this context,
we foresee such issues as:

° Hike in interest rates on loans and deposits
as being a major challenge in the coming
years

e  Challenges in terms of mobilisation of
low-cost funds to strengthen ability to lend
at low rates. Thus, banks will be forced to
re-price its existing assets to match with its
cost of deposits

° The BDT is projected to further depreciate
due to higher demand for foreign currency
for meeting the payment needs for import
of capital machinery and food items

° Increased NPLs on account of
deteriorating borrower credit profile, funds
mismanagement and even politically-
influenced impacts

Ensuring alignment with economic factors

° Resilient and versatile business model
ensures quick and secure opportunity
capture

° Strong and deep distribution network
facilitates stronger deposit mobilisation

° Greater focus on SME customers enables
transformation from one-off transactions
into sustainable relationships

° Expanding non-funded facilities reduces
pressures on interest income

° Robust techniques, including forward
contracts, matching FCY assets and
deposits, etc., enhance FX risk mitigation

° Aggressive focus on lowering NPLs to
enhance the quality of the asset book

° Restructuring credit undertakings under
the leadership of newly recruited Chief
Risk Officer (CRO), while simultaneously
reinforcing risk assessment processes while
onboarding customers or disbursing loans
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e  Highly secure credit evaluation standards

° Strong collections and monitoring teams,
apart from a dedicated Special Assets
Management and Recovery team

Social

Explanation

The income divide is deep and further deepening
in the world. In some countries, the collective
wealth of the billionaires is more than the
country's budget. In Bangladesh too, the income
divide is stark, as the per capita GDP is hardly
reflective of the living standards of the vast
swathes of the poor in the country.

Impact specific to Bangladesh

Socio-cultural influences can have a deep impact
on the banking industry. While it is the obligatory
premise for banks to bring the poor and the
deprived within the formal folds of the banking
industry, staying true to the spirit of financial
inclusion, banks should also remain proactive in
terms of serving evolving needs, like those of the
millennials for credit cards and digital banking, etc.

Political impact in the purview of our risk
perimeter

It is essential for a banking institution to articulate
a shared future where everyone benefits from the
association. With this purpose, we analyse the
following parameters:

° Demographics and skill levels
° Education standards and levels

° Cultural contexts, including gender, social
conventions and belief, etc.

e  Entrepreneurial spirit and broader nature of
the society

° Attitudes towards health, environment, etc.

We believe social factors will tend to further
fragment customer needs, tastes and
preferences. Hence, banks will need to rethink
their customer segmentation strategies and offer
products and services accordingly.

Ensuring alignment with social factors

We will continue to focus on offering products and
services as per customer preferences, ensuring
sustainability, while continuing to invest in social
responsibility activities and other such initiatives
(like ‘Dour; our annual marathon). Our purposes




is to augment the overall living standards in the
country through:

° Providing access to finance, especially
among SMEs and emerging businesses

° Creating jobs

° Boosting economic growth through credit
° Contributing to nation-building

° Increasing per capita income

Technological
° Explanation

Technology has become pervasive today,
especially for consumer- and business-facing
industries and sectors, like financial services.
Technology has taken centre-stage, and from
customer accounts to loans and insurance, several
services can be availed of online. Technology has
added convenience to banking. However, some
adverse outcomes have persisted, including
privacy and security concerns, etc.

° Impact specific to Bangladesh

Technological evolution, mobile telephony, deep
internet penetration and social networking
have all impacted the banking sector. Indeed,
tech advancement has made customers more
sophisticated, altering their expectation levels.
With the government specifically focusing on
Digital Bangladesh, tech-enablement and tech
levels are expected to rise among a number of
sectors and industries, going forward.

° Technological impact in the purview of our risk
perimeter

Growing dependence on technology to meet
evolving customer requirements means

that additional investments will be required

in technology. Further, new and disruptive
business models are also cropping up, especially
those that focus on being digital-first. In this
context, we believe technology analysis involves
understanding the following impacts:

° IT enhancements by our competitors,
including disruptors

e  Technology's impact on product offerings/
services

e  Impacton cost structures

° Rate of technological diffusion
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Ensuring alignment with technological factors

° Made significant investments in technology,
even as we are in the process of upgrading
to a state-of-the-art core banking system,
ERP and Universal Banking Application

° Manual processes are being automated to
increase efficiency and reduce TAT, thus
advancing customer service

e  We believe in digitalising all our services
and operations, and are working towards
achieving this objective

Environmental

Explanation

Sustainability and environmental responsibility
are crucial to the banking sector, considering

the stature, position and reach of the sector. In
addition to routine green office practices, banks
are also being encouraged to disburse credit to
especially sectors engaged in the 'green’ industry,
like renewable energy, etc.

Impact specific to Bangladesh

In Bangladesh, there is a growing focus on
embracing ‘green’ finance or, more broadly
speaking, sustainable finance. The country is
especially vulnerable to climate-change impacts.
Frinstance, floods are a recurrent feature that
cause losses of tens of millions of dollars every
year, while creating humanitarian crisis too.

Environmental impact in the purview of our risk
perimeter

° Focus on sustainable reporting and green
financing

e  Weather and climate change protection
practices

° Rules and regulations against environmental
pollution

° Recycling and waste management

e  Attitude towards green or ecological
products

e  Attitude towards and support for renewable
energy
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Ensuring alignment with environmental factors

At BRAC Bank, we always remain committed

to embracing the principles of sustainable
development through the creation of long-

term value with respect to the environment,
stakeholders and the extended community. We
have a robust green finance book, and our team
helps us to actively source green business that we
believe is good for the environment and good for
Bangladesh.

Legal

Explanation

The banking industry is subject to several rules
and regulations, including labour laws, taxation
policies, etc., with strong monitoring. Especially,
with the advent of digital technologies, companies
will have to align with the need for greater
compliance in the face of tighter scrutiny.

Impact specific to Bangladesh

In Bangladesh, a highly regulated business
environment is assumed in the near future.
Industries are being faced with more stringent
rules and regulations, and application of rules are
now more standardised and stringent than in the
past.

Legal impact in the purview of our risk perimeter

Bangladesh'’s banking industry is regulated under
the Bank Companies Act 1991, as amended in
2013, Bangladesh Bank circulars and guidelines,
listing regulations and securities laws. This apart,
banks are also required to comply with Companies
Act 1994, Income Tax Ordinance and Rules 1984,
Value Added Tax Act and Rules 1991, etc.

Ensuring alignment with legal factors

BRAC Bank aligns its operations based on its
values and principles as a self-regulatory, morally-
responsible and publicly-obliged corporate

citizen in Bangladesh. We always value rules

and regulations and engage in compliance with
sustainability factors too. This is amply evident in
the fact that we are the only banking institution

in Bangladesh to be a member of GABV (Global
Alliance for Banking on Values).




OUR BUSINESS
MODEL AND STRATEGY

Objective means that we diffuse value homogenously, while
also endeavouring to strengthen our position as a

At BRAC Bank, our chief objective is to build a simple, meritocratic, fair and transparent bank that welcomes

safe and highly customer-focused bank. people from both genders and also from various

ethnicities and religious beliefs and inclinations.
As a financial services company with a longstanding

heritage, we provide a wide range of products and In ensuring that we embed inclusivity at the heart of

services to personal, commercial, large corporate and our strategy, we know that we are also reinforcing our

institutional customers. Our purpose is to serve our license to operate and even securing our future.

customers to the best of our ability, being thoughtful,

responsive and sensitive to their needs, and to further Strategic goals

reinforce our unique propositions, we are building a

safe, simple and highly customer-focused bank. ° To be the undisputed leader in financial services in
Bangladesh

To achieve this, we are doing business in a way that

aligns with our values, even as we consider the long- e  Tobe the preferred partner to corporate,

term impact of our decisions and actions. Underpinning i;st.itutional and high net worth clients and their

usinesses

this ambition is our blueprint for enduring success and
perpetual value creation. Hence for us, we are striving

i o e  Tobe aleading financial services partner valued
to become more inclusive in our approach to not only

for our expertise
developing innovative and highly useful products and
solutions for our customers, but also inclusive with e  Tobe an organisation that commits to the three
respect to deepening the value we create for the ‘Ps’ of people, planet and prosperity, while also
community and the society. For us, inclusivity also focusing on the fourth ‘P’ of partnerships

(o]1]¢

ambition
No. 1 for customer
service, trust and advocacy

Our purpose
Serve our customers through enriching
experiences

Our values
i) Serving our customers with honesty and empathy
ii) Working together and winning together
iii) Doing the right thing and also doing things right
iv) Thinking for the long-term

Our priorities
i) Strength and sustainability of our balance sheet
i) Digital customer experiences
iii) Simplifying processes for enhanced customer service
iv) Supporting sustainable growth through embracing the SDGs
v) Employee engagement and career development
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Driving force
1. Vision and mission

2. Purpose of being in
business

Business strategy

Digitalisation is a key part
of the bank’s strategy to
achieve the following cpre
priorities:

» Increasing customer
base

= Achieving best-in-class
operational efficiency
(optimise TAT)

= Increasing geographical
reach (rural and urban)

= Offer wide range of
products and services

= Maintain NPLs at
optimal levels be
keeping asset quality
clean

= Focus on lowering
cost of funds with
diversification

Driving factors
1. External environment

2. Stakeholder
expectations
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Inputs
Financial
1. Shareholders’ equity
2. Customer deposits

3. Borrowings and such
other funds available to
the bank

Intellectual
1. Brand ‘BRAC’
2. Innovation lab

3. Core banking software
and ERP

4. Systems, processes and
procedures established
by the bank

Human Capital

1. Skilled, experienced
and highly competent
human resources

Social relationship

1. Customer base, trade
partners and merchants
across a diffused
geographical presence

2. Robust relationships
created with all
stakeholders

Physical infrastructure

1. Banking outlets
(corporate office,
branches, SME unit
offices, ATMs, CDMs),
corporate office, ATMs

2. All equipment used by
the bank for dispensing
products and services

Natural

Renewable and non-
renewable resources
used by the bank, such as
electricity, diesel, etc.

Governance

1. Compliance

2. Transparency

3. Competence

4. Independence

5. Service excellence

6. Strategic partnerships

7. Agility

Core Values

1. Focus on customers
2. Operational excellence
3. Sustainability

4. Strategy and resource
allocation

Bank’s key business
and non-business
activities

1. Products and services
2. Multi-channel delivery

3. Analysing risk and
return profile

4, Innovation and
performance

5. Change
6. Governance

7. Talent management

Outputs

1. Deposits

2. Loans

3. Strong distribution
channel with smoother
business operations

3. Highest investment in
human capital - best-in-
class remuneration and
training with work-life
balance proposition.

5. Green financing and
green banking

6. Debit/credit cards

7. Digital products

Outcomes
Financial outcomes

» Loans and advance
growth 11%

= Deposit growth 15%
= Assets growth 17%

= Operating profit: Tk.
9,948 mn

= PAT: 5,646 mn
=  EPS: Tk.4.58
= NPL:3.99%

= Share price (31
December 2019):
DSE - 57.10

= Dividend: 15%
Intellectual

= Universal Banking
Application (UBA)

= Virtual Relationship
Management

= Digital initiatives for all
customers

» Digital enterprise
solutions

Human capital

= Trained employees for
new initiatives

= Employees contributing
to CSR activities (‘Dour’
programme)

= No. of colleague as of 31
December 2019: 8,160

Natural

= Reduction in non-
renewable energy
consumption

Risks & Opportunities
1. Compliance

2. Bangladesh Bank
policies

3. Changing socio-
economic context

4. Reputational risk
5. Operational challenges

6. Geopolitical
developments

7. Digital initiatives

8. Disruption due
to technological
advancements
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BRAC BANK LIMITED
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STRATEGY AND

RESOURCE ALLOCATION

Overview

At BRAC Bank, during the year 2019, we continued to
achieve steady progress in building a simpler, safer,
transparent and more customer-focused bank, striving
to meet the evolving expectations of our customers.
The aggregated outcome was that we were able to
report an operating profit of Tk. 9,948 mn during

the year, thus achieving a 13 percent YoY growth,
representing a respectable performance in a challenging
macro environment.

We achieved profitability through delivering on our
strategic plan that was established in 2015. The first
part of this plan was anchored on:

Sustainability
- Enhance our balance sheet
resilience
- Strengthen our capital base
- Improve our liquidity position

- Innovate through development of
new products/useful features

Stakeholders

- Meet their evolving expectation

- Disclose material developments
on a timely basis

- Create continual opportunities
for engagement

Customers

- Bring the full value of the bank to
meet their stated and unstated needs

- Maintain honesty, ethics and
integrity in all dealings

- Provide repricing benefits on a
proactive basis

Our strategic focus areas

Sustainability

At BRAC Bank, we remain focused on building a strong
and sustainable bank positioned to create perpetual
value. Towards this purpose, we have continued to
improve our underlying fundamentals by augmenting

BRAC Bank’s

strategic focus

° Building financial resilience by reducing risk
° Creating a more sustainable cost base

During the year 2020, we intend to meet our own
aspirations of a high-tech and high-touch bank, with
the key levers comprising lower costs and high-

quality digital services with expert human assistance,
where required. This will be underpinned by a clear
commitment to our customers, shareholders and other
stakeholders to be the best-in-class banking institution

in Bangladesh.

Digital banking
- Provide anytime anywhere banking
access to our customers
- Invest in reinforcing our digital
assets and infrastructure
- Ensure the highest levels of safety/
security for our customers

@9 Employee engagement

- Invest in our human resources by
providing world-class training

- Provide fast-track career
development opportunities

-Offer best-in-class compensation
standards and other benefits

Shareholder value

- Continually focus on reinforcing
our RoE and ROAA

© - Focus on remaining committed to
our targetted dividend distribution policy
- Diversity operation, while seeking
new value growth drivers

our capital base, by building robust liquidity positions
and by balancing our loan-to-deposit ratio. As one
of the largest commercial banking establishments

of Bangladesh, we understand the importance of
supporting the socio-economic aspirations of the
country, which we strive to meet through our strong
and resilient balance sheet that enables diversified
lending. This practice is fortified by our bouquet of
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sustainable banking initiatives that enable us to build
loyalty among our diversified stakeholder base.

During the year 2020, we anticipate to further build
on our digital banking platform, ensuring best-in-
class assets, infrastructure and security levels, while
creating a highly user-friendly additional point of
entry, especially at the retail level, as we expand

our touchpoints with our customers. Further, we

will reinforce the digital banking experience for our
customers by providing human assistance wherever
required. Thus we expect to play an advisory role as

well as we diffuse digital banking advocacy among the
public.

We believe that our long-term success is inter-linked
with our ability to generate value for the society, and
we do so through our focus on providing a wide range
of user-driven and tech-enabled products, services

and facilities that are useful for our customers and for
public communities. Thus, our sustainability framework
outlines our value creation model, including the way we
use our resources, skills, relationships and expertise to
deliver value to all our stakeholders.

Our digital banking strategy

Our business strategy to take digitalisation to the next level is anchored on achieving the following:

*kk

O

Delivering superior
customer experiences and
greater convenience

Increasing our market
share in Bangladesh by
widening access to our

banking and financial

services

el W
:u

Maintaining low cost of
services

Focusing on achieving the
UN SDGs

‘ “AVAvA

s

Expanding geographical Sustaining strong asset
reach quality

[} g

Enhancing employer

branding as a modern

cutting-edge banking
institution

Ensuring the highest
levels of ethical
standards, professional
integrity, corporate
governance and
regulatory compliance

Stakeholders

The fundamental reason for our existence is to serve
our customers in the best possible way and to put their
needs and expectations at the heart of our operational
model. In serving this purpose, we use our people
resources, skills and expertise to drive our customer
relationships forward, while anchoring these on solidity
and repeatability. In serving our customers thus, we are
able to accrue profit that we use to create shareholder
value and also to invest in community development
and social initiatives, which sanctions our commercial
and social license to operate. Our profit surplus is
reinvested back into the business, enabling us to further
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strengthen our banking foundations and propositions. In
closing the circle thus, we are able to meet the diverse
expectations of all our stakeholders, while fulfilling our
obligations to national progress and development.

Customer experience

At BRAC Bank, we are investing in our people, service
capabilities and product propositions to strengthen our
go-to-market strategies with our signature customer
experiences dispensed through a wide variety of
distribution channels. Today, the bank remains well-
positioned to achieve its target of being the best bank
in Bangladesh, known for its robust customer service




standards, trusted solutions and enduring relationships.
We will continue to support our customers by offering
products and services that meet their needs — both
stated as well as unstated.

Simplifying the bank

At our bank, we will accelerate our focus on
restructuring our processes and eliminating
unnecessary complexity to facilitate lowering

our operating costs, while making our customer
interactions more straightforward. Through
embracing simplification, we will ensure that we
remain agile, responsive and dynamic with a view
to respond to change better and faster. Further,
we believe that in an industry scenario where
competition for the customer is high, our focus on
simplification will enable us to bring the full-scale
value of the bank to our markets, thus supporting our
aspirations in business expansion.

Employee engagement

At BRAC Bank, we believe that employee engagement
is a highly effective business strategy, enabling us to
not only ensure a productive and dedicated workforce,
but also high levels of retention. In an industry
environment where competition for talent is fierce,
we believe that our focus on employee engagement
through training, skills building, capacity development,
best-in-class compensation and even recreation, we
will continue to drive an edge in protecting attrition
and the resultant loss of human and intellectual
capital. We believe that engaged colleagues lead

to engaged customers, and we are committed to
investing in our colleagues and developing leaders
who inspire and empower their teams.

At the Bank, we have leveraged several strategies that
boost employee engagement. Some of these include:

° Providing a roadmap for fast-tracking career
development

° Promoting transparency with a view to strengthen
brand credibility among our employees

° Recognising our top performers and helping our
resources discover and unlock their potential

° Establishing an open-door policy and two-way
communication to enable an organisation that is
constantly learning and improving

° Providing a sense of mission and purpose to
our staff with respect to shared objectives and
aspirations

° Being fair, meritocratic and reasonable in our
expectations

° Fostering an organisational culture that
encourages listening and deep thinking

e  Sharing good practices and ideas between teams
to strengthen the spirit of collaboration and
achieve faster desirable outcomes

Our key resources and relationships

BRAC Bank provides a whole host of financial services
to individuals and businesses through its expansive,
scalable and flexible distribution channel. For achieving
this, we rely on our financial, human and intellectual,
social and natural, and manufacturing/infrastructural
capitals. We leverage these stocks of capital through
our people expertise, technological backbone and
robust customer service standards to be able to offer a
wide range of banking products and solutions that meet
the needs of our retail customers as well businesses
across scale. We also deploy key resources within

our various stocks of capital to drive stronger and
more meaningful relationships with our stakeholders,
including civil society.
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How we earn income

Financial capital:

As a banking entity, this is the most important
stock of capital as our value chain involves

the inflow and outflow of funds. Our primary
sources of funds include CASA deposits (current
and savings accounts), interbank borrowings
and other types of instruments. We deploy
these funds into profitable lending avenues and
channels to earn a margin on the underwritten
risk. Our focus is to achieve a balance between
our borrowing costs and lending rates. Our total
assets stood at Tk. 367,920 mn in 2019.

Human and intellectual capital:

Being engaged in the financial services
business, our specialty knowledge is our

core differentiator. Further, the value of the
BRAC brand represents a robust competitive
edge, displaying such characteristics as trust,
dependability and customer service. At the end
of the year 2019, we had a total staff strength
of 8,160 employees.

Social and natural capital:

We invest in high-impact social responsibility
initiatives, while ensuring that the impact of
our programmes is not one-off but enduring.
Further, our social initiatives, anchored on
complementary partnerships, are also designed
to address matters that are fundamental to the
development of grassroots communities.

With a view to achieve progress on our natural
capital, we embrace green office guidelines, while
also advancing our green financing practice.

Manufacturing capital /
infrastructure:

Our reach represents a major strength in not
only ensuring that we expand the intensity

of our products across our existing customer
base, but also reach out to the underbanked
and unbanked population pools to offer them
the safety and convenience of a formal banking
platform.

At the close of the year 2019, the bank had
187 branch offices, 456 SME unit offices,

424 own ATM booths and 89 CDMs spread
across Bangladesh. Further, our digital

tech infrastructure also represents our key
manufacturing asset in the sense that it helps
augment our reach.
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Through maximising our customer reach - both
on the asset and liability products side

Through creating a robust banking franchise that
has a strong and resilient balance sheet with
sufficient liquidity and robust provisioning to
absorb any shock losses

Through expanding our non-fund income as a
strong diversification/revenue accretion measure

Through ensuring that we are adequately
compensated for the risk we carry which, in other
words, represents our focus on enhancing our net
interest margins

Through exposing our people resources to
high-quality training and capacity-building
programmes, including deputation for
international training

Through protection of our intellectual capital by
controlling attrition as much as possible

Through offering multiple employee engagement
opportunities that help serve the purpose of
building commitment and loyalty

Through strategic and sustained investments in
social development/philanthropic programmes as
per the size, scale and stature of our operations

Through embracing a partnerships-based
approach, wherever possible, with a view to bring
synergistic strengths to the table and ensure the
maximum impact within the shortest possible
time

Through actively sourcing green finance business,

while also promoting environmental best
practices within our customer community

Through engaging in strategic expansion of our
footprint to cover regions or pockets that display
potential for business growth

Through creating flexible and right-sized office
infrastructure that affords significant operational
flexibility with respect to response to external
developments

Through reinforcing our digital assets by widening
the pool of our banking services that can be
accessed digitally




SME
BANKING

TE5 134,185 mn
O Gross disbursement, 2019
310,050
000
awsmwa  Total customers

3.2%

NPL, 2019

37,916 mn

Total deposit portfolio

D o

Overview

BRAC Bank pioneered the concept of SME banking

in Bangladesh by conceptualising a wide range of
specialised banking solutions, specifically targetting
the unbanked/underbanked business entities of the
country, typically represented by the ‘missing middle'

With the explicit objective to serve the nation’s
biggest financially-underserved market, the bank’s
SME Banking division is contributing to the growth of
micro-economies through supporting SME businesses
in their ambitions. In doing so, the bank is also serving
the national objective of inclusion of SME businesses
into the folds of formal finance, while also indirectly
contributing to local employment generation.

120,789 mn

Net portfolio, 2019

3.7%
PAR, 2019

>
>
~

Rl *

3,149

Total team strength, 2019

B

5,828 mn

Non-funded business

With strong experience and intimate familiarisation
with the operations of the SME universe, the SME
Banking division offers a wide range of financial
services that suit prevalent market needs, and also
provides customised financial solutions based on the
SME's profile and cash flow characteristics.

One of the core strengths facilitating the division to
achieve its stated growth objectives is its dedicated
and highly trained customer-focused sales force who
understand the market and its needs, supported by a
robust distribution network. This is further aided by
swift decision-making capabilities that facilitate loan
disbursal in the quickest possible time, thus enabling us
to enhance both customer service and their experience
with us.
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With a view to provide focused solutions, dedicated
services and timely support to the vast number of SMEs
that exist in Bangladesh, the SME Banking division has
been sub-grouped according to the size/nature of the
business serviced. These include:

Small business
Emerging corporate

Agricultural finance

Context and outline

SME Banking's small business unit is focused on
providing formal financial solutions to small businesses,
cottage and micro industries. Notably, small industries
are the most important drivers of rural and semi-

urban communities, and their aggregate impact on
Bangladesh'’s socioeconomic index is substantial as
they support the major part of the population.

Inspired by the efforts and success of BRAC, our parent
and the world’s largest NGO, BRAC Bank has introduced
micro-ticket loans to small enterprises with the explicit
aim of bringing grassroots entrepreneurs under small
ticket loans.

Competencies and outcomes

With small businesses located across Bangladesh,

an expansive network is crucial for extending timely
services to our customers. In this regard, the bank has
invested in creating robust outreach through its 456
unit offices spread strategically across the nation.

This has supported the department’s ability to cater to
the needs of small manufacturing entities and trading
and service-oriented businesses with speed, sensitivity
and surety.

SME division of BRAC Bank engages in regular process
improvements to ensure a superlative customer
experience.

Context and outline

SME Banking's emerging corporate segment
supports the financial needs of fast-growing,
medium-sized outfits engaged in manufacturing,
trading and service-oriented businesses, often with
local and international linkages. These businesses
constitute an integral part of Bangladesh's economy,
making growing contributions to the exchequer,
providing diverse employment opportunities and also
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supporting other smaller businesses in their value
chain.

Competencies and outcomes

By virtue of their scale, customers in this segment
require tailored loans and composite facilities, thus
differentiating themselves from the small segment.
At the emerging corporate segment, which was
established in 2013, we are able to leverage the full
value of our bank to provide a plethora of suitable
financial products, including working capital loans,
short-term loans, LCs, employee salary accounts, etc.,
thereby offering a single-stop convenience, which
represents our key differentiator.

Outlook

The outlook of this business is favourable, considering
the large number of businesses capitalising on a
fast-growing domestic market, while also leveraging
Bangladesh's structural advantages to become
globally-competitive in terms of exports. Serving the
needs of the emerging corporate segment also opens
up cross-selling opportunities, as their requirements
become more sophisticated with scale.

Context and outline

Agriculture is one of Bangladesh's economic mainstays,
contributing over 13% to the GDP, while also providing
mass-scale employment.

Agriculture in Bangladesh still uses outmoded
interventions that suppress crop yields and also expose
the farm to extensive damages from any natural
disasters like floods or droughts. In this backdrop,
access to formal credit can be a game-changer for agri-
communities to usher farm mechanisation and also
build resilience against varied risks. This is essential for
enhancing crop output to feed a growing population,
thus also aligning with SDG#2: No hunger.

With the aim of providing priority lending services to
enable the sustainable development of the agricultural
industry, also complying with Bangladesh Bank’s
regulatory requirement of disbursing 2% of loans

and advances to the agricultural sector, BRAC Bank’s
agriculture finance team has been working relentlessly
to contribute to farm transformation.

Competencies and outcomes

Realising that agri-financing impact requires deep
grassroots presence, BRAC Bank's agricultural finance
department has established an extensive network




that covers the entire country. Further, we are also
capitalising on the vault of experience of BRAC to
engage in high-impact outreach amongst farmers,
agri-businesses and other agro-based enterprise
communities.

Importantly, we are catering to the varying needs
through embracing the principles of inclusive finance,
chief among which is through our strong tie-ups with
top-tier micro-finance institutions (MFls) and NGOs
located across the country.

Outlook

We support the government'’s objectives to
revolutionise the country’s agricultural sector, making
agri-loans available on a timely basis, while also
enhanced farm sustainability through our insights and
knowhow.

TARA SME Finance

Representation of women in the workforce is on the
rise, with a larger number of companies and corporates
welcoming women into their workforce. Further,
women entrepreneurship is also on the rise, with
women starting their own businesses in the trade and
services and even manufacturing sectors.

With a view to achieve gender diversity in business
and ensure that women are able to contribute to the
mainstream economy of Bangladesh, our TARA SME
Finance business represents a platform for women
empowerment. Loans to TARA SME customers

have a preferential interest rate of only 9%, thereby
substantially benefitting our target audience. Further,
we also offer strategic support, including training and
capacity-building, business incubation services and
support linkages from partners to boost growth of our
customers’ businesses.

SME Banlk of the Year - ASIA

PLATINUM

'SME Bank of the Year — Asia’ award from IFC Global and
SME Finance Forum

Unorthodox SME Finance

The business environment is ever-changing and BRAC
Bank’'s SME division has adapted to the landscape,
continually developing new products and solutions.

It has been seen that companies that are not engaged

in conventional businesses have always found it difficult
to access formal credit. In order to bring these unserved
businesses under the umbrella of formal banking, the
bank has introduced unorthodox financing solutions,

i.e. financing for digital businesses, offering customised
solutions etc.

While disbursing loans to such businesses is one part
of the spectrum, we have also been able to monitor
our outstanding loans to protect portfolio quality by
evaluating the customer’s operating conditions and
also appraising their tie-ups/market linkages. The end
goal is to help sustainably scale promising businesses,
especially in sunrise sectors, through formalised access
to finance, thus fostering a positive impact on the
economy.

Open loan distribution

An open loan distribution programme for Tk. 10
account refinance scheme was held in Cox’s Bazar at
BIAM Foundation on 23rd November 2019. Hon'ble
Executive Director of Bangladesh Bank, Mr. A. K. M.
Fazlur Rahman graced the event as the chief guest. Mr.
Mahbubur Rahman, President of the Press Club of Cox's
Bazar also joined the programme as a special guest,
along with Syed Abdul Momen, Head of SME Banking,
BRAC Bank and Mr. Salauddin Hazari, Regional Head,
Chattogram Region, Distribution Network, BRAC Bank.

Under the open loan distribution programme, BRAC
Bank financed Tk. 350,000 to 6 SME customers.

Giobal SME Women-owned
Finance SME Banlk of the Year
Awards 2019 ———

PLATINUM

” BRAC BAI

'SME Bank of the Year for financing Women owned
SMEs’ award from IFC Global and SME Finance Forum
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Syed Abdul Momen, Head of SME Banking, BRAC Bank at the open loan distribution programme with other dignitaries

F-Commerce Summit

BRAC Bank co-sponsored and participated in
F-commerce Summit 2019, a day-long summit
that focused on social media-driven commerce in
Bangladesh, on December 28, 2019, organised by
GEEKY Saocial Ltd. The aim of the summit was to

A glimpse of the f-commerce summit

BRAC Bank TARA - Babson College women
business owners’ training programme

BRAC Bank TARA, in collaboration with Babson College,

a renowned US-based entrepreneurship institute,
conducted a 4-day training programme for leading
women entrepreneurs on business modelling, upskilling
and financial strategies for ensuring sustainable business
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empower F-commerce entrepreneurs by exposing
them to diverse peer group experiences and insights,
while also engaging them to explore concepts of
social commerce in the context of Bangladesh. The
event brought together subject matter experts,
digital entrepreneurs and practitioners from diverse
backgrounds.

operations, at BRAC Bank premises in July 2019.

A total of 35 businesswomen participated in the
training programme. Mr. Richard T. Bliss, PhD, Babson
College, Professor of Finance and National Academic
Director - 10,000 Small Businesses and Professor
Patricia G. Greene, Academic Director, Babson College,
conducted the session.




TARA Business Owners' Fair

BRAC Bank organised a TARA Business Owners'

Fair with participants of the Babson College training
programme and few other loyal TARA SME customers.
The fair was organised as a post-training event for
participants to promote their products and services. A
total of 22 women business owners put up stalls at the
fair held in November 2019 at Little Steps Pre School in
Dhaka. The participants could amass Tk. 7,43,200 from
this two-day fair that was visited by 500+ people.

SME Toolkit

BRAC Bank successfully arranged a pilot project for
SME Toolkit, in association with Global Compact
Network Bangladesh (GCNB). The bank, along with
GCNB, UN Global Compact, ILO Bangladesh, UNICEF
Bangladesh and BDL Group arranged the first-ever
‘'SME Sustainability Day’ with the goal of promoting a
sustainable environment for SME businesses. As many
as 60 promising Bangladeshi SME owners were given
training on the SME Toolkit.

nls Al"l;

Inauguration of TARA Business Owners’ Fair

BRAC Bank Tara Awards 2019

BRAC Bank launched TARA Awards 2019, in which

six TARA customers were recognised for their
outstanding contribution to the development of the
country’s economy and the society. The winners were
selected from 174 nominations through an extensive

Panel at the SME Sustainability Day 2019

screening process by a panel comprising Ms. Farzanah
Chowdhury, Managing Director & CEO, Green Delta
Insurance Company Ltd., Ms. Shwapna Bhowmick,
Country Manager, Marks & Spencer PLC,, and Ms.
Sutapa Bhattacharjee, Associate Professor IBA,
University of Dhaka.

Winners of BRAC Bank TARA Awards 2019

What we expect to accomplish in 2020

° Build on the robust existing portfolio by
onboarding quality accounts

©  Develop novel products to cater to the needs of
the ever-changing SME business landscape

° Reach out to a wider expanse of untapped
markets and bring unorthodox businesses under

the umbrella of formal banking by leveraging
our existing network and also the Agent Banking
channel

®  Ensure access to finance for marginal
entrepreneurs, especially women entrepreneurs

° Focus on training and capacity-building amongst
employees, especially our sales staff

° Launch digital SME banking services
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RETAIL
BANKING

Business at a glance

*
|1

20%

Total Deposit
Portfolio Growth,
2019

Retail liability product and NFB

Overview

BRAC Bank's Retail Banking division plays a meaningful
role in the Bangladeshi society, contributing to the
broader themes of financial inclusion and economic
security. The division offers a wide range of deposit/
savings products on the liability side and a number of
retail loan products on the asset side that meet a wide
range of consumer needs and requirements.

In the year 2019, the bank’s Retail Deposit Product
team continued its journey with a relentless focus

on customer-centricity. This strategy was reinforced
by our diverse product basket characterised by the
best propositions suitable to our potential customer
segments. Some of our key customer-facing initiatives
comprised:

e  Arrangement of several focus group discussion
sessions at our branches

° Execution of a number of promotional events
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11% 2.3%

oy

Total Asset Gross NPA,
Portfolio Growth, 2019
2019

e  Spot campaigns, especially anchored on products
for senior citizens

° Launch of Alternate Channel products

In all, around 200 customer engagement programmes
were carried out from across our 187 branches in
Bangladesh.

What we achieved in 2019
e  Acquired a prestigious school banking account

e  Expanded the portfolio of newly-launched
products to a sizeable BDT 2,073 mn by on-
boarding 28,530 new accounts

° Enhanced transactional safety and security
through EMV chip-based cards

e  Launched paperless PIN generation facility
for debit cardholders, which will redefine our
customers’ banking experience by making it
faster, easier and hassle-free. This initiative
supports our green office guidelines too



° Introduced 37 new SMS notifications for bank-
initiated events to increase customer awareness

° Promoted our debit card partners extensively in
coordination with VISA to encourage cashless
transactions and e-commerce

° Offered various prepaid cards, including a prepaid

health card, to cater to our customers with special

needs
° Introduce dual currency debit card
° Introduce card less transaction

° Enhanced debit card management system which
is PCI DSS complaint

Net outcome - Retail liability and NFB

J8l,
E Concerted and focused customer-centric initiatives enabled BRAC Bank to achieve retail deposit
book growth of 20% in 2019, which is among the fastest growth rates in the past few years.

What we expect to accomplish in 2020

° Introduce contactless plastic cards that will take
customer convenience to the next level

° Upgrade all our cards with EMV chips

TARA - Women banking segment

24,111 mn

Deposit portfolio,

S5

Overview

TARA has been conceived by BRAC Bank as an exclusive
women’s banking platform to cater to the specific
needs and requirements of our female customers.
TARA strives to bridge the gap between rising women
participation in the mainstream economy and the lack
of a comprehensive high-standard financial platform to
meet their undivided needs.

Launched in May 2017, TARA Women Banking represents
a holistic women banking programme for customers of
Consumer and SME portfolios. The fundamental premise
of this segment is to provide dedicated and supportive
banking products to women homemakers, women
entrepreneurs and women in diverse professions.

Since its launch, TARA has been able to create a
consequential impact in encouraging women to engage
with BRAC Bank for their banking transactions. Today,

4,991 mn

Loan portfolio,
2019 2019

° Launch universal banking application which will
provide a superlative banking experience to our
customers by providing them with digital access
to all our services with an added layer of security,
agility and convenience

= 86,814

New to Bank Unique
TARA Customers for
2019

TARA not only focuses on providing exclusive and
personalised banking products, but has also extended
forward to offer such value-adds as exposure to
training, workshops and knowledge sessions. This not
only helps in the overall capability enhancement of our
women customers, but also facilitates deeper and more
meaningful engagements with the wider network.

BRAC Bank TARA has also been able to provide women
customers with a wide array of financing solutions in
the SME sector, and has been instrumental in changing
their lives through offering superlative banking services.

What we achieved in 2019

° Organised an exclusive 4-day training programme
conducted by international trainers from Babson
College, USA, for women business owners, in
collaboration with FMO
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e  Extended this training where the international e  Conducted a number of training sessions for
trainers from Babson College engaged in customers outside of the Dhaka region

training 25 in-house trainers for them to e  Bestowed with the prestigious ‘Women's Market

conduct onward training in the native Bengali Champions Award’ under the engagement
language for regions outside of Dhaka, thus category for the third time in a row

setting the platform for benefitting a wider ° Honoured with the platinum award for being

community of women business owners under ‘The Best Bank in Asia for Women-owned SME
TARA Business' by the Global SME Finance Forum

Net outcome — TARA Women Banking

P

The platform achieved 200% YoY growth of customers, with as much as 23% of retail deposit
customers comprising women.

Capacity-building services for our women TARA members by Babson College

Babson College is a US-based university that is rated as the top-ranked college for providing training on
entrepreneurship.

In collaboration with FMO, BRAC Bank organised a 4-day entrepreneurship development workshop, conducted by
Babson College faculty, Patricia G. Greene, National Academic Director, and Richard T. Bliss, Professor of Finance and
National Academic Director 10,000 Small Businesses.

A total of 136 women entrepreneurs applied to participate in this training session from across the country. Eventually,
39 were selected to be part of this signature event. The intense and deeply engaging training covered four modules,
anchored on grooming participants to take them to the next level in their business. On successful completion,
participants were given a certificate of training completion from Babson College.

As a post-event activity, BARC Bank TARA also arranged a business owners' fair with all 39 participants showcasing
their products to a wide range of potential consumers. Both the events cultivated positive outcomes, enabling solid
business grooming, providing participants the opportunity to network and also enabling them to showcase their
business to a wider community.

With a view to expand our bouquet of offering under e  TARA mobile banking app to bring a plethora of
TARA and reinforce customer service, we launched services digitally to the customers' fingertips
several new products and services in 2019,

including: What we expect to accomplish in 2020

e  Loan facilities for women business owners from e Expand the number of TARA customers

the e-commerce segment .
8 ° Offer a larger expanse of value-added services,

including training, skills development and

®  Savings account with insurance benefits and o .
knowledge-building platforms to customers in

higher interest rates for women senior citizen both Dhaka and outside of Dhaka
customers
° Engage in providing segmented customer
e  Savings account with higher interest rates and propositions to be able to suit specific needs in a
attached with various offers for women students better way
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Launch of TARA Mobile Banking app

Credit cards

& |"

81% 37%

Card issuance Outstanding

growth, 2019 portfolio growth,
2019

What we achieved in 2019 °

° Bestowed with the honor of being the first local
bank in Bangladesh to achieve ‘Excellence in Credit
Cards Business' by VISA (for fiscal year 2018-19)

AV
ilil
33%

Transactions growth,
2019

Launched Visa Infinite, Visa RFCD Signature, Visa
ERQ Platinum and Visa Corporate Platinum credit
cards to cater to a larger community of affluent

customers
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e  Upgraded CMS to provide improved customer
service by offering a single billing account, unified
statements, real-time bill payments, etc.

°® Introduced card protection plan (CPP),
representing a relevant value-added service

° Organized campaigns around such major
festivities as Pohela Boishakh, Eid, Durga Puja and
activated reward-based & cashback campaigns
on international transactions to deepen customer
engagement and enhance transaction volumes

° Initiated numerous E-commerce transaction related
campaigns to emphasize on digital transactions

What we expect to accomplish in 2020

Enhance customer convenience through upgraded
digital services, and also launch various innovative
projects and upgrades, such as:

Digital Banking and E-commerce

=

77%
Issuing Growth
in E-commerce

W

461%
Acquiring Growth
in E-commerce

164%

Internet Banking
User Growth

Biller & Wallet
Transfer

Overview

With the goal of creating exciting digital financial
experience for BRAC Bank's customers and partners,
the Digital Banking and E-commerce (DBE) department
was introduced which comprises below three verticals.

i. E-commerce
i.  Internet Banking and

ii.  Payment and Partnership.
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° Contact-less cards:

Customers can simply tap their Visa card at
merchant POS terminals with a contact-less
symbol to make a retail payment

° PIN generation through IVR:

Enables customers to set their own PIN by calling
24-hour call centre

° UBA mobile app:
All-in-one mobile banking app
° QR scan-to-pay:
Enhanced customer convenience by enabling
payments through QR code scan via mobile app
° Redeem with reward:

Enables customers to redeem their reward points
against any purchase simply by calling 24-hour
call centre

58% 66%

Merchant Growth Internet Banking
in E-commerce Growth

&

3
Wallet
Partners

E-commerce

This vertical of the department facilitates online
payment acceptance for e-commerce businesses.
BRAC Bank is one of the pioneers to introduce Payment
Gateway (PG) in Bangladesh. E-commerce businesses
can easily accept payment from any Visa or Mastercard
though this PG. Currently it processes a substantial
amount of transactions with a huge growth in 2019.
This department also creates e-commerce propositions
for BRAC Bank cardholders by partnering with premium
e-commerce businesses.




Internet Banking

This is a well established digital channel for BRAC Bank
account holders for checking balance, downloading
statements, fund transfer to banks and wallets,

mobile recharge, bill payments, etc. The department is
relentlessly working on to create customer convenience
through this channel.

Employee Banking

33% 43%

Rise in deposit volumes, 2019

Overview

BRAC Bank's Employee Banking department is
primarily responsible for managing salary accounts of
its corporate clients (institutions/organisations). Yet,
Employee Banking comprises more than just disbursing
salaries, as the division has extended its scope to now
represent a value-added lifestyle proposition that
reinforces customer experience by catering to their
360-degree banking needs and requirements.

What we achieved in 2019

° Launched an online payment management
solution for providing salary disbursement control
directly in the hands of our customers

Payment and Partnership

The core agenda of this function is to connect mobile
and digital wallets with bank accounts to ensure greater
interoperability and also facilitate easy payment of
different billers. Already BRAC Bank is connected with
highest number of wallets in the country. Customers
can now transfer and receive money to and from these
wallets. More wallets to be connected in coming years.

=, 92

Rise in credit card numbers, 2019

e  Signed Employee Banking Agreement with
a large number of reputed companies from
all over Bangladesh, supported by multiple
awareness campaigns organised throughout
the year

e  Signed MoU with ICMAB for providing exclusive
offers to its members who are salaried individuals

° Improved overall customer experience by reducing
turnaround time of products availed by payroll
customers and establishing central Service Team
for providing various services required by the
customers on a daily basis.

° Introduced portfolio performance evaluation
criteria that enabled us to systematically monitor
the Employee Banking portfolio

O f Net outcome — Employee Banking

of BRAC Bank.

= Achieved 46% increase in deposit volumes, a substantial 92% rise in the number of credit
cards issued and a mammoth 61% increase in asset outstanding volumes. Even amidst such
momentous growth, we have maintained the lowest PAR in the entire Retail Banking division

What we expect to accomplish in 2020

° On-board top-notch companies, including reputed
multinational and large local companies, as our
Employee Banking partners through exclusive
customer value proposition

° Develop strong footprint in the government
employee segment through differentiated
products and services

° Share payroll wallet with our subsidiary company
bKash for payroll customers whom we cannot

offer multiple products.

° Offer exclusive proposition to female customers
that will add value to their lifestyle

° Launch differentiated credit risk policies for

Employee Banking customers
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Retail Lending

k J Highest growth of personal loans in 2019

v N

Overview ° Improved customer experience through same-day
NOC issuance, brought forth through enhanced

BRAC Bank's Retail Lending department spearheads the operational efficiencies

bank's focus on retail loan penetration, and provides a

wide basket of loans, including home loans, car loans, e  Automated sanction letter — from handwritten

personal loans and cash-secured loans. note to printed form

Despite the year 2019 being a challenging one on e  Introduced preferential rates and pre-approved

account of tight liquidity conditions, we focused on loans for our priority banking customers

improving customer experience and engaged in taking
our retail lending propositions across a wider geography.
The result was that we were able to secure our growth
momentum, while creating a platform for achieving e  Reinforced portfolio performance evaluation
accelerated growth over the medium- to long-term. through introducing stringent criteria to improve

quality and achieve rigorous monitoring

° Introduced customised retail loans targetting the
teacher and educationist segments

What we achieved in 2019
e  Sponsored the landmark silver jubilee celebrations

e  Enabled SMS notification for improved customer of BARVIDA (Bangladesh Reconditioned Vehicles
service and better customer awareness on: Importers and Dealers Association)
e  Half-yearly loan outstanding e  Participated in the renowned Motor Expo
° Insurance renewal ° Initiated motorbike training exclusively for our
TARA clients, in coordination with Yamaha's rider
° Loan guarantor details club

° Signed MoU with leading 2-wheeler brands,
including Yamaha, Suzuki, Honda and Atlas
Bangladesh to promote 2-wheeler financing

What we expect to accomplish in 2020

° Introduce credit shield, thereby protecting
customers against adverse interest rate

° Singed MoU with several real estate developers,
movements

comprising BTI, Anwar Landmark, etc., to offer

home loans with attractive propositions e  Develop loan products particularly suited for

° Signed MoU with Radiant Business Consortium, affordable housing customers

an authorised importer and distributor of Roche
medicines in Bangladesh, for introducing a ‘special
featured healthcare loan’ for the first time in

° Initiate digital lending to improve customer
service and experience

Bangladesh for select Roche medicines e Implementregional PPG
e Introduced spot loans for various professional e Initiate a retail loan platform for government
segments (IEB, IAB, BADI and Criticon) officials

Net outcome - Retail Lending

Achieved Tk. 2,500 mn growth in net retail loans, contributed majorly by personal loans growth.
Our retail NPL number belongs to the highest rank across industry, which also demonstrates a
high-quality personal loan book.
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MoU signing ceremony with Bangladesh Honda Private
Limited (Honda) for 2-wheeler financing

Merchant Acquiring division

61%

all I Business growth, 2019

Overview

BRAC Bank's Merchant Acquiring business is engaged
in the eventual mandate of improving our customers’
ability to make retail payments across a large merchant
universe. The division is thus responsible for the task of
onboarding merchants on the retail banking platform.
Supporting this responsibility are some of the division’s
core strengths that include strong multi-year merchant
relationships and robust tech support teams to ensure
hassle-free POS transactions and payment systems.

What we achieved in 2019

° Received ‘Excellence in POS Acquiring Business’
award consecutively for the second time in 2018-
19 from VISA

° Bestowed with the ‘Excellence in MasterCard
POS Acquiring Business’ award for 2018-19 from
MasterCard

° Onboarded a total of 700 new merchants and
deployed 2,047 new POS terminals

° Opened a total of 486 new business accounts
through merchant acquiring business for payment
purposes

° Updated POS for initiating PayFlex transactions
across 600 POS terminals

° Facilitated the commencement of POS
transactions through NPSB channel

° Singed MoU with The Westin Dhaka

®  Acquired the highest business sales in the 2018
Dhaka International Trade Fair

MoU signing ceremony with The Westin Dhaka

= 24%
- @ PayFlex transactions growth, 2019

° Partnered with 1,200 outlets during Ramadan
2019 and designed discounts, cashbacks and
buy-one-get-one programmes for both debit and
credit cardholders

e  Activated several promotional campaigns during
Valentine's Day, Women'’s Day, Pohela Boishakh,
Durga Puja and winter vacations

° Acquired 130 new PayFlex and reward partners

° Procured 5,000 POS terminals to expand business
growth and market presence/visibility

° Redesigned the organogram to suitably allocate
sales resources for exploring acquiring business
from across the country

What we expect to accomplish in 2020

° Upgrade the merchant acquiring system platform
from Financial Software & Systems (P) Ltd,
which will enable acquiring and handling bulk
transactions for facilitating faster business
growth, thus supporting our vision to become the
market leader over the next five years

Acquire QR code-based transactions
° Integrate China Union Pay card

° Introduce NFC-based POS terminals for enhancing
customer convenience

° Deploy 7,000 POS terminals across the country

° Ensure automated payment reconciliation and
alert support systems for merchants

° Complete automated PayFlex POS conversion
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Retail Banking Division, Highlights 2019

YoY Growth

Oul] 62% oHo 33%

: Business VVolume @ @ MSF Income
E-Commerce

2018 2019

ﬂ Acquiring Business Volume

—

Growth h 1 o/o

Retail Sales

Overview

BRAC Bank's Retail Sales team has been a major
contributor to the bank’s retail portfolio over the last
few years. The bank's Retail Sales team is also the
largest such groups in the industry. Currently, over 650
retail sales officers are working across the length and
breadth of Bangladesh.

During 2019, the Retail Sales team contributed to
positive growth across both the asset and liability sides.
In a crucial achievement despite a highly competitive
environment, the team supported the bank’s ambitions
to surpass all previous year's milestones in acquisition
of new credit card customers.

What we achieved in 2019

° Ensured month-on-month positive net growth for
both asset and liability products

e  Capitalised on the early advantage of the newly-
launched 2-wheeler loan product

° Continued to possess strong relationships with
key stakeholders, including car vendors, real
estate developers and other major institutions

®  Arranged customer segment-centric sales
campaigns to onboard quality customer accounts
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° Focused on cross-selling to meet all the financial
needs of consumers, thereby empowering them
with the convenience of a single-stop

e  Fostered robust governance practices with a
performance-centric KPI for ensuring consistent
productivity growth

° Conducted regular training and development
programmes to build knowledge and soft skills
amongst the sales team

What we expect to accomplish in 2020

° Focus on building long-term customer
relationships

e  Leverage digital platforms to improve processes
to provide faster services

e  Increase product sales per customer

° Engage in effective cross-selling of other products
of the bank, thereby contributing to overall
profitability growth

° Capitalise on the Agent Banking channel to
enhance geographical coverage

° Focus on sustainable growth in deposit products
and acquire new credit card customers

° Ensure higher productivity of the sales team




Remittance and Probashi Banking

== 114% " 20x
==~ Remittance to (|

BRAC Bank account

holders
Overview

BRAC Bank's Probashi Banking unit is responsible for
bringing foreign currency to the bank through partnerships
with international banks and exchange agencies. The core
responsibility of the unit is to build and retain the deposit
base from wage-earners’ remittance and thus maintain

Remittance volume
growth in bKash
wallet, 2019

/A 56
s Global institutional

affiliations

Supporting the Probashi Banking unit in these
endeavours is an affiliation with 56 renowned global
exchange companies/banks, representing a wide
channel for enabling financial remittance throughput.
Further, group companies including BRAC Saajan and
bKash also comprise strong gateways for remittance

the bank's foreign currency inflows. transfers.

Financial update
Performance indicator 2018 2019 YoY growth
Number of new global partnerships forged 5 12 140%
Remittance to BRAC Bank account holders (Tk. mn) 2,870 6,130 114%
YoY remittance volumes in bKash wallet 5,023 101,090 20x
Revenue (Tk. mn) 119 166 39.5%

What we achieved in 2019

° Forged relationships with 11 new exchange companies, including an overseas bank in the UK

° Tapped niched blue ocean markets, including those of South Africa, Australia and South Korea

New partnerships with exchange houses in 2019

SharpRemil
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What we expect to accomplish in 2020

° Build new relationships

° Focus on CASA growth by encouraging customers
to open Probashi accounts

° Launch a useful remittance card

° Enable online account opening for strengthening
customer convenience

° Focus on AML and KYC reviews and strengthen
regulatory engagement

° Impart training for improving service quality

e  Organise customer engagement programmes and
also potential market visits

e  Continue with attractive customer-facing offers
and incentives

° Embrace digital marketing

Inward Remittance Signing Ceremony Hanpass, Korea

Premium Banking

awan 5,700+ &

Premium Banking

Overview

BRAC Bank's Premium Banking experience comprises a
symphony of exceptional banking benefits, thoughtful
personalised services and exclusive lifestyle benefits
that unify to harmonise all the financial needs and
requirements of our Premium Banking customers. The
proposition has been designed to manage the wealth
of our premium customers and provide exceptional
lifestyle privileges to elevate their quality of living.

With a robust deposit portfolio, a resilient team and
excellent service standards, BRAC Bank’s Premium
Banking unit is poised to become a strong player in the
priority banking segment of Bangladesh.

Premium Banking benefits

We took many initiatives in 2019, designed to enrich
and enhance the experience of our Premium Banking
customers. For instance, we enhanced the customer
value proposition through forging a number of new
corporate alliances with different partners for extending
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42,000 mn

Deposit balance,
customers 2019

Receiving memento from MoneyGram at a city hotel

é\?rlel 4,600 mn

g Net deposit balance
~ 7 growth, 2019

specialised privileges. Such partners include The Westin
Dhaka, Mohammad and Sons, AMRI Hospitals (Kolkata)
and Vibes.

We ended 2019 by giving an exclusively curated organic
food basket as a new-year gift to all our Premium
Banking customers. Through this gift, we differentiated
from everyone else by keeping healthy living in mind.
All the food products in the box were organically grown
and chemical-free. Even the outer packaging was made
from recycled eco-friendly items, representing a subtle
reminder to everyone to be environmentally-conscious.

Some of the other top-notch services to members
include:

° Dedicated adviser who acts as a personal guide to
the bank’s extensive offerings

e  State-of-the-art premium banking centres and
preferential service at our branches

° Online banking services for managing transactions
on the go




Carefully curated list of personalised propositions
and promotions designed to meet the individual
needs of our clients

Free gifts on major events like birthdays and
religious/special occasions

What we achieved in 2019

Achieved 20% growth in our Premium Banking
customer base to over 5,700 members

Recorded 13% growth in the deposit balance
portfolio to around Tk. 42,000 mn representing
net addition of around Tk. 4,600 mn

Refurbished and modernised our premium
banking lounges in Gulshan, North Gulshan and
Dhanmondi areas of Dhaka

Inaugurated a new lounge in Moghbazar in Dhaka
and CDA Avenue in Chattogram

Partnered with two companies in Chattogram
for our premium customers, enabling us to
send birthday gifts and also arrange for airport
transfers in the port city

Enhanced team strength by recruiting a number

of new RMs and Centre Managers to serve our
Premium Banking members

° Strengthened our F1 service proposition by
recruiting officials dedicated to provide doorstep
banking solutions to our Premium Banking
customers in Dhaka

° Hosted various customer engagement events,
focusing on entertainment, lifestyle and health,
throughout the year

° Introduced dedicated priority queue system for
our customers at our call centre

° Rolled out pre-approved credit card for Premium
Banking clients at the time of onboarding

° Introduced preferential discounts on loan rates for
members

What we expect to accomplish in 2020

° Enhance both local and overseas strategic
alliances

° Roll out initiatives to increase the overall value
proposition to ensure sustained customer
intimacy with the bank
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CORPORATE
BANKING

Business at a glance

Avg Deposit growth, Avg Asset growth, «lip Export volume
2019 - 2019 ° ' growth, 2019

=, 80,285 mn W = 94,856 @D 5.96%

Total deposits, m Loans and \ / Gross NPA,

2019 advances, 2019 2019

o 23 o202 345 *o° 6,153
Lk '

allald
New customers, Total Loan Total Deposit

2019 customers base, customers base,
2019 2019
Overview a resilient operating model that thrives on the success

of its customers.
In 2019 BRAC Bank Corporate Banking Division

continued on its journey to reinforce its reputation During the year 2019, the division particularly

as the most prolific and preferred corporate banking demonstrated its core capabilities to rise above
partner in the country by providing a host of both the broader macro-economic challenges of tight
routine and sophisticated financial services to systemic liquidity, portfolio concentration and
customers, thus contributing to onward value creation. growing competitive intensity, by embracing prudent
Particularly, through longstanding experience and liquidity management practices, ensuring adequate
insights amassed out of serving the needs of a large loan portfolio de-risking through diversification;
number of corporate customers across the spectrum of and investing concerted efforts in growing export
size and growth aspirations, the division has developed volumes.
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Further, the division also engaged in developing a
number of customised financial solutions that helped
serve specific consumer needs, thus enabling the
division to expand its customer base quite substantially
during the year.

What we achieved in 2019

Despite being a challenging year for overall financial
sector, Corporate Banking division of BRAC Bank
accomplished following major achievements:

®  Achieved export volume growth of 16.1%, much
higher than the country’s export growth rate

° Recorded substantial growth in the deposit
portfolio, which crossed the Tk. 80,000 mn
landmark, with CASA:TD ratio at a favourable
40:60

° Extended cash management solutions to an
international airlines company, representing the
commencement of the first such relationship by a
local bank

° Launched CORPnet, an in-house payments
solution that offers customers a robust, unified
and highly secure digital banking platform

Developed and offered over 10 customized
solutions to various customers for enabling
streamlining of their payment and collection
processes

Integrated Agent Banking solutions within the
payments collection process exclusively for our
corporate customers

Launched exciting new products to serve the
invoice financing requirements of our clients

Expanded buying house solutions to major buying
house companies of the country

Signed the longest-tenor interest rate swap deal
with a major power generation company

Expanded Employee Banking relationships to a
large number of corporate customers

Arranged a number of customer engagement and
awareness programmes on market outlook and
industry insights

Through de-risking exercise, a good portion of
stressed portfolio has been cleared from the book
and NPL ratio maintained well below industry
average

Industry-wise
asset portfolio
2019

W RVMG21%
[ Textiles 12%
Steel 10%
[ Food and allied 10%
[ Paper, plastic and printing 7%
B Financial institutions 6%

B Automobile 4%

Telecoms 4%

Poultry and feed 3%

Fuel and power 3%
Pharmaceuticals and chemicals 3%

Services and real estate 3%

[ Electronics and electrical 3%

[ Others 11%

E Net outcome - Corporate Banking

[} )

Corporate Banking achieved self-sufficiency in liquidity management through offering cost
effective & customized cash management solutions for its valued customers
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Effecting changes to our organogram in
2019

Operating in @ dynamic environment, it is crucial that
we continually align our model to remain relevant to
external developments, thus reinforcing our operating
platform to achieve sustainable growth in any industry
cycle. Towards this extent, we enforced modifications
and improvements in our organogram in 2019 to align
better with our strategic focus areas.

The two major changes that we effected include:

e  Establishing focused team in Trade Development
& Cash Management units for catering to
specific customer groups, including public sector
companies, private institutions, MNCs, airlines
and custodial services

° Merging the operations of the local corporate unit
into the centralised large corporate units

With these crucial revisions in our organogram, the
business segment now comprises 7 relationship
units, out of which 5 units are head office-based, and
a unit each is located in Chattogram and across our
Corporate Branches network. All these business units
are dedicated to expand our targets in asset, deposit
and trade business growth for the bank through their
well-defined objectives, and within the framework of
our values and ethics.

Trade Development & Cash Management is yet
another major department of the Corporate Banking
division, entrusted with the responsibility of achieving
deposit growth, extending trade business support and
engaged with the conceptualisation and subsequent
development of new products and solutions for
corporate customers.

Importantly, the scope of this unit has been broadened
for it to now cater to various business segments

and meet their specific trade and cash management
requirements. This apart, a dedicated Corporate Support
unit focuses on further enriching customer experience
by providing such services as transaction assistance,
monitoring and coordination among relationship units
for ensuring efficient service.

©»
Corporate
Banking

Trade Development
& Cash
Management

Corporate
Support Unit

Key competitive advantages

° Comprehensive product suite and customised
solutions

BRAC Bank continuously expands the bouquet

of its financial products and solutions to offer

its clients robust value propositions to support
the growth of their businesses. Encompassing
financing, solutions and services, BRAC Bank
aspires to provide single-stop solutions to
become the most preferred banking partner for its
clients.

° Positioning as a financial supermarket

BRAC as the largest financial conglomerates of
the country has footprint in financial services,
offering banking, micro-finance, mobile banking,
insurance, asset management, brokerage, lease
and remittance services, among others, which
frames it in a unique position to offer diverse
financial solutions to its client, thus reinforcing its
positioning as a financial supermarket.
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° Wide distribution network

BRAC Bank has the most expansive and tech-
enabled presence in Bangladesh's financial
services space, comprising 187 branches, 456
SME unit offices, 3 corporate business offices,

35 collection booths and 300+ Agent Banking
outlets, complemented by alternative digital
channels that together enable the bank to provide
customer services and solutions of the highest
standard with speed and surety.

e  \Value-based banking

The core values of BRAC Bank are enshrined in
the elements of governance, compliance, ethics,
and transparency. Being the only member of
GABV (Global Alliance for Banking on Values) from
Bangladesh, BRAC Bank places priority on people
and planet over profit into its value propositions,
which represents a more holistic approach to
banking.




Focus on trade finance

BRAC Bank offers competitive and reliable
trade business services to its customers
through diverse trade products and solutions
for meeting varied industry segments, including
manufacturing, RMG, buying house, EPZ, OBU,
etc. This product bouquet is complemented

by a skilled relationship team and dedicated
trade development team, supported by efficient
treasury and trade operations. Further, the bank
has more than 300 FI relationships, multiple
credit lines and full-fledged trade operations in
Dhaka and Chattogram to encompass a much
wider geographic coverage through high service
standards.

Customised cash management solutions

BRAC Bank provides robust cash management
and transactional banking facilities to clients
from multiple industries, which is evidence of its
versatile banking operations and propositions.
From providing payment and collection facilities,
to managing IPOs and custodial relationships,
to offering cash pick-up and drop-off services,
BRAC Bank provides the assurance of enhancing
convenience for its diversified client base.

Skilled manpower

BRAC Bank's Corporate Banking division

has the right blend of youth and experience.
Knowledgeable, diligent, passionate and skilled
personnel from diverse backgrounds come
together to work on processes, products, advisory
and relationship that together assures the highest
levels of customer satisfaction, thereby ensuring
business repeatability.

Technological investments

BRAC Bank invests significantly and with a
high degree of commitment to establishing
and upgrading its technological backbone
and infrastructure to widen digital banking
propositions to its clients, backed by the
assurance of efficiency and security.

What we expect to accomplish in 2020

We foresee economic growth as likely to slow down
in the country amid fear of pandemic impact on the
economy. Yet, Bangladesh is one of fastest growing
economy in the world and expected to show its
resilience in near short term future to recover from
pandemic crisis.

The public sector is likely to continue with serving the
employment creation agenda, with credit demand
expected to remain secure as the country implements
a few mega infrastructure projects, like bridges, roads
and flyover, economic zones, metro rail, utilities, etc.
However government borrowings from the banking
sector may have a crowding-out effect for the private
sector.

Hence, private sector credit growth is expected to
continue to languish with liquidity constraints, rising
NPLs, persistent governance issues, etc. On the
positive side though, rising consumer purchasing
power, growing consumption trends and shifting

of manufacturing lines from China to lower-cost
destinations like Bangladesh are expected to foster
some buoyancy in private sector credit in the future.

Despite the challenges, the Corporate Banking division
expects to reinforce its positioning in the space through
embracing such initiatives as:

° Extending financial support to its clients to ease
financial impact caused by pandemic

° Offering stronger value propositions to clients
through leveraging its wide distribution network
and robust product and solution offerings

° Continuing to engage in manpower training and
skills development

e  Leveraging the full-scale value of digital banking
and also offering other tech-enabled solutions to
enahnce customer experience

° Focusing on strengthening our value propositions
in cash management, financing, trade business,
Employee Banking etc. to become the most
preferred corporate banking partner for our
customers
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Key events

‘Meet the Experts, the first such session was arranged for the Business & Risk Management team, where leading industrialist
from the RMG sector shared their inspiring entrepreneurial journey and other lessons

Overview

BRAC Bank's Cash Management offers a full range
of advanced products and services to optimize our
customer’s cash flows, thus ensuring effective
management of their business operations.

Particularly, the services enable institutional customers
to efficiently process their deposits, improve their
disbursement methods by making them seamless,

and also eliminate idle cash balances. With a human-
led approach to providing what are otherwise tedious
tasks, we offer the most comprehensive range of cash
management services under a single-platform, thereby
maximising ccustomer convenience and building on our
core competencies.

BRAC Bank offers a wide range of collection products
that are flexible and customisable in terms of serving
specific requirements of corporate customers, including
NCS (nationwide collection services), PTS (payment
transfer solutions), IPO (initial public offerings), MBS
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(mobile banking services), CORPnet facilities (corporate
internet banking) and cash pick-up and drop-off
services. Such an integrated approach also enables us
to enhance customer intimacy and open avenues for
repeat business.

Within a very short span since the inception of this
department, we have been able to establish our
foothold very strongly by providing cash management
solutions to various government organisations,
autonomous bodies, large local conglomerates,
developmental organisations, MNCs, airlines, shipping
companies, foreign embassies, public sector projects,
etc.

Services offered
° Deposit facility

BRAC Bank offers competitive deposit rates
through its diverse product range, thereby

catering to myriad investment requirements
and fund types of clients, such as short- and




long-term surplus funds, employees’ provident
fund, gratuity fund, employee welfare fund, etc.
Apart from competitive pricing, our emphasis on
maintaining high service standards help augment
the overall value proposition too.

Nationwide collection service (NCS)

NCS facilitates large corporate houses to collect
funds from their clients through BRAC Bank's
own distribution network for onward credit into
their single collection account maintained with
the bank. Further, our expansive outlet network
across Bangladesh facilitates large corporates in
funds collection and in servicing their own clients
on time and efficiently. o Further, our
expansive outlet network across Bangladesh
facilities large corporates in funds collection and in
servicing their own client on time and efficiently.
In addition, our NCS software supports clients
with real-time transaction integration with their
own systems.

Secured cash service (SCS)

Customised and highly secure cash collection
banking services are provided to corporate bodies.
The bank sets up desks/counters at specified
locations and deposits the collected funds in the
respective client's account. We normally offer this
service to clients who have a daily high volume
cash collection.

Payment transfer solution (PTS)

PTS services help organizations transfer their
fund to their respective locations through the
bank’s own branches. It also enables clients to
remit funds to their desired locations efficiently
and on schedule.

Cash pick-up and drop-off services

This service facilitates safe and secure cash
pick-up and drop-off from/to the customer’s
office premises. The entire process is supported
by a self-sufficient logistics setup that is in

line with international standards. The service
offers security, convenience and flexible pick-
up and delivery times. This represents yet
another initiative to bring the bank closer to

our customers' day-to-day cash transaction
requirements.

Transactional banking services (TBS)

TBS is the core service provided by our cash
management department. In order to provide
distinctive services to our clients, our cash
management department has developed various
current and SND accounts, in line with Bangladesh
Bank's policy and directives.

° Account Statement Dashboard

Our cash management department provides
value-added information management o
propositions to clients through our Account
Statement Dashboard. Various services and
solutions offered to clients through internet
banking include the following:

° Real-time online transaction view for
effective cash management

e  Assurance of the highest level of security
° Easy-to-use application
° Account Statement Download
° Transaction history retrieval
° IPO (initial public offering) fund management

BRAC Bank’s IPO fund management practice

is premised on managing client IPO funds
through its participation as the lead banker to
an issue. It also caters to other services, such
as the collection of rights share applications,
disbursement of dividends, etc. Since inception,
this unit has played a pivotal role in mobilising
growth capital, especially at times of liquidity
stress.

Custodial services

BRAC Bank acts as the custodian of various mutual
funds managed by different asset management
companies (AMCs). Mutual funds play a critical role for
retail investors as well as institutions in Bangladesh,
by facilitating the investment of savings/surplus funds
in diversified market-linked instruments to meet

their return expectations. BRAC Bank also facilitates
custodial services to NRBs, foreign individuals and
foreign institutions domiciled abroad, to invest in
Bangladesh's capital markets. The team also serves as
issuing and paying agent bank for commercial paper
(CP) and bonds.

Mobile financial services (MFS)

bKash Limited, a subsidiary of BRAC Bank, provides
high-quality, secure and feature-rich mobile financial
services. Through our robust nationwide collection
network, we offer integrated solutions with bKash to
ensure collection from even the most remote areas of
the country.

CORPnet facilities (corporate internet
banking)

CORPnet is a fully-integrated end-to-end platform
offering payment solutions via a single sign-on access.
The platform aims to provide clients with the benefit
of streamlined transaction processing, resulting in
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significant operating efficiencies and cost-savings.
This capability will help us to take control of our
corporate client’s various payment needs, which will
ultimately generate a greater quantum of low-cost
funds. Registered users of CORPnet use the platform
to conduct different types of transactions with ease,
including internal fund transfer (IFT), electronic fund
transfer (EFT) and real time gross settlement (RTGS),
according to their needs.

Relationship Management Team (RMs)

Many large companies get the services of dedicated
RMs who efficiently look after their everyday cash
collection, payments, and reporting requirements. RMs
act as central contact points for their banking needs.
Moreover, the highly skilled RM team are capable to
cater to unique client needs and offer tailored solutions
to bank’s larger clients.

Cash Deposit Machines (CDMs)

CDM s are proving to be an effective alternate delivery
channel for the bank. Many corporate clients avoid the
queue of the bank by dropping an envelope on self-
service basis round the clock in our conveniently located
CDMs in major areas of the country.
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Agent Banking Outlets (ABO)

It is growing faster than any other medium and serving
the untapped market areas of the bank. Our clients use
the highly rising number of BRAC Bank agent banking
outlets to get their remote cash collections reflected in
their bank account statement in real time basis even
after regular banking hours end.

Auto Bills Pay (ABP)

A newly introduced feature for the whole bank, it helps
the bank's account holder or credit card holders to
assign the bank take over the responsibility of making
periodic bill payment hassles a breeze. After setting up
with a simple form, we enable our clients to pay bill in
the most convenient manner. Bank’s corporate clients
are enabled to offer this solution to its customers to
enable another medium of faster payment solution and
hence generate timely cash collections for the business.

Continuous Development

Like any part of BRAC Bank, CMCS always in the process
of offering something new, innovative to our clients
which enable them to bank in a more convenient,

and sustainable manner. By regularly delighting our
clients, we are keeping our clients happy and turn the
relationships into value generating engines for the bank.




TREASURY AND FINANCIAL
NSTITUTIONS DIVISION

Leading through knowledge, leadership and

innovation

BRAC Bank's Treasury and Financial Institutions
division is engaged in the pursuit of providing robust

(S a)
O

Foreign exchange

nd

Corporate sales

—° 1}

Financial
institutions

In 2019, the division demonstrated exceptional
performance through its pool of dynamic dealers and
relationship managers, contributing to the stable
growth of the bank’s asset book, while also ensuring
superior growth of its proprietary portfolio.

Money market

In 2019, the money market were moderately tight and
call money rates varied from 3—5% for most part of

treasury solutions to both internal as well as external
clients. Alongside managing the bank’s funds, meeting
regulatory requirements, managing day-to-day liquidity
and acting as a market-maker, we cater to a diverse
customer group through a number of dedicated desks:

l
o)

Money market
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Treasury and —

Financial
Institutions .

Fixed income

the year. Further, repo facility from the central bank
supported the market during most part of the year.
Our treasury operations were prolific in the interbank
money market. Moreover, the desk’s adherence to

all regulatory guidelines and careful management of
the bank's proprietary portfolio makes it one of the
most efficient in the market. Importantly, the desk
also facilitates diverse solutions, including call money,
repo, reverse repo, term money (across different
tenors),swaps, etc.
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Fixed income

The fixed income desk was able to maintain a strong
position in secondary bond trading by exploiting the
available opportunities, even though the bond market
was less vibrant than in 2018. Despite stock market
under performance in 2019, our treasury explored
newer and unconventional investment areas, like
government corporate bonds, etc.

Foreign exchange (FX)

In 2019, as in the other years, our treasury was a major
source of ensuring FX liquidity in the interbank market.
Through our FX desk, our dealers explored proprietary
FX trading (mainly in G7currencies), while also providing
pricing support to other interbank market players. Our
FX desk also provided funding support to our offshore
banking book.

O

Establishment of the first-ever FX trading platform

BRAC Bank launched BBL Electra, the first FX trading platform by any local bank in Bangladesh.
Through BBL Electra, banks and financial institutions can trade in G7 and BDT pairs with BRAC
Bank. An interactive and fully-automated deal process cycle is the key feature of this platform.
In a fast-paced global market, our strong focus on technological advancement represents a
bold step in enabling us to realise our vision of emerging as the best bank in the country, while
also achieving competitiveness of global scale.

Corporate sales

Our vibrant corporate sales desk offers corporate
counter-parties a wide range of solutions. These range
from simple spot purchases and sales to derivatives
for hedging exchange and interest rate movements.
The desk caters to the FX needs of over 150corporate
accounts across numerous industries, including FMCG,
pharmaceuticals, cement and construction materials,
RMG and textiles, power, petroleum and lubricants,
food, edible oil and telecoms, among others. The desk
also circulates weekly updates on currency and interest
rates. This raises awareness among existing and
potential clients about prevailing market conditions,
enabling them to take informed decisions with respect
to their FX and interest rate exposures.

Asset liability management (ALM)

The bank has a dedicated ALM desk under the Treasury
and Fl division. The desk offers economic, market and
bank information and analysis to the Asset Liability
Management Committee (ALCO) to support their
strategic decision-making process.

ALCO meets at least once a month and is responsible
for:

° Managing balance sheet compositions
° Determining interest rates to enhance efficiency
° Managing liquidity and market risks

° Maximising returns
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In 2019, the ALM desk continued to ensure that all
liquidity ratios were kept within regulatory limits with
sufficient margins.

Financial institutions (FI)

Our dedicated Fl desk is responsible for local and
overseas correspondent relationships. In particular, it is
responsible for the facilitation of:

° SME and remittance disbursements

° FX transactions

e  Foreign trade (import and export)

° Other foreign currency business and transactions

The bank has 24 overseas Nostro accounts in seven
major currencies, and around 400 correspondent
relationships with global banks. It also maintains
around 300Nostro accounts with local banks to serve
SME and remittance clients nationwide.

The FI desk focuses on establishing new business
lines to facilitate the bank’s growing FX business. In
addition, it also assumes responsibility for sourcing
liabilities for the bank’s OBU (Offshore Banking
Unit) book through both trade loans and multilateral
borrowings.

BRAC Bank is an active partner of the Global Trade
Finance Programme of the International Finance
Corporation (IFC) and also of the Asian Development
Bank (ADB), along with other global correspondents.




Automated dealing room

Our dealing room is equipped with automated treasury
systems, integrated with BRAC Bank’s own trading
platform ‘Electra; along with Reuters terminal. These
platforms provide the team with instant connectivity
with banks and financial institutions based in
Bangladesh and beyond. The platforms also offer
information from numerous sources, enabling the team
to conduct complex analyses and forecasts to support
trading and investment decisions.

The team can be
contacted through the
following:

Direct numbers: +88 02
9860241, +88 02 9861694

Email: dealing.room@
bracbank.com; fi@bracbank.
com

SWIFT: BRAKBDDH

Reuters Dealing Code: BRAC
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CREDIT RISK
MANAGEMENT

Credit risk

Credit risk is the risk of loss from the failure of clients,
customers or counterparties, including sovereigns, to
honour and fulfill their contractual obligations, including
the full and timely payment of principal, interest,
collateral, or other receivables.

BRAC Bank manages its credit risk based on the
rigorous evaluation of the risk profile of the borrower
or counterparty, repayment sources, nature of the
underlying collateral and other support given to
prevalent events, conditions and expectations. The
team manages credit risk arising from loans and
advances of all the three major divisions of the bank.
Other sources of credit risk include trading activities,
including debt securities, settlement balances with
market counterparties, etc.

Credit Risk Management (CRM) objectives

BRAC Bank augments its underwriting and credit risk
management practices, as well as credit standards,

to meet the demands of a fast-changing economic
environment. Further, to mitigate losses and enhance
customer support in our consumer businesses, we
have put in place robust collection programmes and
customer assistance mechanisms. This also includes a
number of actions to mitigate losses in the commercial
businesses, including deepening the frequency and
intensity of portfolio monitoring, as well as our
practice of transferring management of deteriorating
commercial exposures to independent special asset
officers assigned for recovery.

BRAC Bank's credit risk management includes
processes and policies with respect to problem
recognition, including watch-lists, portfolio reviews,
stress tests, updated risk ratings and classification
triggers. Objectives of our CRM strategies include, but
are not limited to, the following:

° Maintain a framework of controls to enable
credit risk-taking based on sound credit risk
management principles

° Identify, assess and measure credit risk clearly
and accurately across the group and within each
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separate business, right from the ground (or
individual) level

° Facilities up to the total portfolio

° Control credit risk-taking, in line with external
stakeholder expectations and avoiding
undesirable concentrations

° Monitor credit risk and adherence to the agreed
controls

° Enable realisation of risk-reward objectives

Structure and responsibilities of CRM

At BRAC Bank, the CRM division’s responsibilities

are structured such that decisions are taken close to
ground realities, while enforcing robust reviews and
challenge of regulations, performance, risk framework
and strategic plans. SME, Wholesale and Retail division
portfolios are managed separately to reflect the diverse
nature of the assets.

Independent Unit Heads for the bank’'s SME, Wholesale
and Retail lending businesses control risk managers,
who conduct the necessary appraisal, analyse related
risks and develop mitigation methods. Each Unit Head
reports directly to the Head of CRM.

The Head of CRM manages the bank’s entire credit
portfolio, under the supervision of the Chief Risk Officer,
who controls the overall risk management processes of
the bank, including credit risk. The Unit Heads are the
focal point for most day-to-day risk decisions, such as
setting risk limits and approving transactions.

In order to usher synergy in our credit function,

BRAC Bank has also developed a dedicated Credit
Administration department, facilitating a more
stringent supervision on documentation, disbursement,
monitoring, inspection and MIS, among others, thereby
administering greater operational discipline and
accountability.

Credit risk appetite

BRAC Bank’s risk appetite framework consists of risk
capacity, risk appetite statement and key risk appetite




measures. Application of the risk appetite statement
and monitoring of key risk appetite measures help to
ensure that the bank stays on course within appropriate
risk boundaries. The bank’s credit risk appetite further
defines its risk appetite with respect to lending,
counterparty credit risk and other credit risks (such as
investments). The risk appetite is periodically reviewed
and updated for it to remain relevant with the changing
times.

Credit concentration risk

Credit concentration risk may arise from a single large
exposure to counterparty or a group of connected
counterparties, or from multiple exposures across the
portfolio that are closely co-related. Large exposure
concentration risk is managed through concentration
limits set by counterparty/connected counterparties
based on control and economic dependence criteria.

To manage risk concentration within the credit risk
framework, we have in place a co-relation framework
based on Bangladesh Bank’s guidelines. Further, our
risk appetite metrics are set at the portfolio-level

and effectively monitored to control concentrations,
wherever appropriate, by industry, specific products,
tenors, collateralisation levels, top-20 concentrations
and exposure to holding companies, among others.

CRM policy

Effective management of credit risk requires the
establishment of an appropriate risk culture. At BRAC
Bank, we practice a culture developed under a well-
established framework for managing credit risk across
all our businesses. This includes well-defined risk
appetite, credit limits and credit policies, both at the
business-level as well as organisation-wide.

The policy covers structured and standardised CRM
processes, both in obligor and at the portfolio level

for corporate, retail and SME exposures. Moreover,

a comprehensive credit appraisal procedure covers
industry/business risk, management risk, financial risk,
facility structure risk, security risk, environmental risk,
reputational risk and account performance risk.

The Board of Directors, either directly or through the
Board's Risk Management Committee, reviews and
approves the bank's credit risk appetite annually and
credit policy manual triennially.

Credit Risk Management Committee (CRMC)

The six-member Credit Risk Management Committee
has been formed under the norms of Bangladesh
Bank's Core Risk Guideline on Credit for enabling
overall supervision of credit risks of BRAC Bank,
including review of underwriting standards, lending

practices, collection processes and delinquent loans.
The committee is chaired by the MD & CEO, and
other members include the Chief Risk Officer, Head
of Corporate Banking, Head of Treasury, Head of
Operations and Head of Recovery/SAM.

Credit approval delegation

The Board of Directors is the bank’s apex body for
credit approval. However, they delegate authority to
the Managing Director & CEO or other officers of the
CRM division. The Board also sets credit policies to
the management for setting procedures, which has
together enhanced the efficiency of the bank’s CRM
framework.

Credit risk mitigation measures

Under BRAC Bank'’s credit risk mitigation practices, we
employ a range of techniques and strategies to actively
mitigate counterparty credit risks. These can broadly be
divided into three types:

° Cash-flow based credit structuring: We
determine the borrower's creditworthiness on the
basis of their ability to generate operational cash
flows and willingness to make timely payments.
We formulate the necessary credit limits for our
customers, depending on their cash conversion
cycle and credit payment capacity with reference
to their net cash-flow position. Projected cash
flows are also used to demonstrate the ability
of the applicant to generate enough revenue
and cash flows to make payments within the
prescribed terms and conditions.

° Collateral: At BRAC Bank, we reserve the right
to call on collateral in the event of default of
counterparty. Collateral includes cash and cash
equivalent instruments, properties (residential,
commercial, industrial), capital funds, plant and
equipment, etc. Collaterals taken by the bank are
well-documented to ensure credit risk mitigation
is effective and legally-enforceable.

° Risk transfer: We use a range of instruments,
including guarantees, credit insurance, etc., to
transfer credit risk from one counterparty to
another.

Integrated environment and social risk
assessment

Environmental risk is recognised as a credit risk

issue, and BRAC Bank has expanded its CRM policy

to incorporate the principles and methodologies for
managing environmental and social risk (ESR) issues

in our lending practices and activities. The bank’s risk
assessment approach ensures that material ESR issues
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are comprehensively considered for all existing and new
credit applications, transactions and during periodic
reviews. Under the 3P philosophy, BRAC Bank is
committed to refrain from financing any project/venture
that is hazardous to the ‘planet’; physically, mentally or
socially detrimental to ‘people’ and enforces ‘prosperity’
to regress. The bank has stringent credit denial policies
for businesses related to tobacco, ship breaking/
building, etc.

Growth in loans and advances and asset
quality management

Just as 2018, the year 2019 was challenging too for

the banking industry. Increasing NPL levels, depressed
export markets, fluctuating foreign currency exchange
rate, market volatility with frequent interest rate
adjustments, etc., have contributed to sharply moderate
credit growth in private sector banking. As on November
2019, private sector credit growth dropped to 9.87 per
cent, which is the lowest since at least 2008.

Under this context, BRAC Bank has performed well,
recording an increase of 16% in its total loans and
advances portfolio to Tk. 264,091 mn from Tk. 238,008
mn in December 2018. At the bank, our underlying
focus is on asset quality with rigorous performance
and risk monitoring strategies, both pre- and post-loan
sanction.

The asset quality or portfolio health is measured by a
metric that takes into account non-performing loans
(NPLs) as a percentage of the total loans of the bank.
Evidently, the lower this metric, the better is the asset
quality.

Industry NPLs stood at 6.12% in the year 2011. Post-
2011 however, due to commodity market volatility,
inadequate infrastructure thwarting investment growth,
political instability and widespread loan scams in
several banks, industry NPLs soared and rose to as high
by the end of 2019.
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Despite the dismal asset quality scenario, BRAC Bank
reported a contrarian performance and continued to
maintain healthy asset portfolio during the last two
years. With concerted efforts of each of the business
divisions, the CRM division, SAM and the management,
BRAC Bank was able to maintain an NPL of 3.99%,
sharply lower than the average NPL levels of the
industry.

Way forward

In the context of the overall turmoil in the financial
sector, driven by sluggish credit offtake across the
country, we expect the year 2020 to continue to be
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a very challenging one too from a CRM perspective.
Though the country’s banking industry is weighed by
rising NPLs, at BRAC Bank, we expect to contain the
decline in our NPLs to optimal levels, thereby protecting
our profitability and sustainability.

Hence, we will lay down more emphasis on sustainable
credit risk management for 2020 and ensure booking
of pristine quality assets with proactive monitoring, in
line with our risk appetite statement. Besides, prudent
optimisation of concentration risks and effective
portfolio monitoring will represent the key tools for us
to continue with the best possible outcomes to reduce
the impacts of risk on our bank.




INTERNAL CONTROL
AND COMPLIANCE

Overview

Internal control is an effective mechanism to

provide reasonable assurance on the attainment of
organisational objectives through achieving efficiency
in operations, reliability of financial reporting and
compliance with applicable laws, regulations and
internal policies. At BRAC Bank, the primary objective of
Internal Control and Compliance is to enable the bank
to perform better and add value through proper and
adequate use of infrastructure and resources.

Establishing robust internal controls and ensuring an
effective control environment is a priority. The bank has
instituted internal control over financial reporting, and
has also established strong monitoring mechanisms

to ensure operational effectiveness of those controls.
Through its internal control systems, the bank identifies
weaknesses associated with its processes and adopts
appropriate and commensurate measures to overcome
the shortcomings.

The principal objectives of internal control include the
following:

° Operations objectives: Attainment of the bank’s
mission and vision

° Reporting objectives: Timely, accurate and
comprehensive reporting — both financial and
non-financial and internal and external

° Compliance objectives: Conducting activities
and taking specific actions in accordance with
applicable laws and regulations

BRAC bank has established an effective internal control
system whose primary aim is to ensure the overall
control and mitigation of risk, while also providing
reasonable assurance that the objectives set by the
bank will be met. The controls have been framed to:

° Develop a high-level risk culture across the bank

e  Establish an efficient and effective operating
model

° Ensure reliability of internal and external
information, including accounting and financial
information

° Secure the bank’s operations and assets, and
comply with laws, regulatory requirements and
internal policies

The key functions that have been established in
reviewing adequacy and integrity of the system of
internal controls are as follows:

° Various committees are established by the
Board to assist it in ensuring the effectiveness of
the bank’s daily operations and that the bank’s
operations are in accordance with corporate
objectives, strategies and annual budget, as well
as policies and business directions that have been
approved.

° The bank’s internal audit department checks for
compliance with policies and procedures and the
effectiveness of the internal control systems on
an ongoing basis using samples and rotational
procedures and highlights significant findings in
respect of any non-compliance.

° Audits are conducted across various
departments/units, SME Service Centres and all
branches, in accordance with the annual audit
plan, as approved by the Audit Committee of
the Board. The frequency of audits at branches
is determined by the level of risk assessed to
provide an independent and an objective report.
Findings of the internal audit are submitted to the
Audit Committee of the Board for review during
their periodic meetings.

° The Audit Committee of the Board reviews
internal control issues identified by the Internal
Audit Department, Bangladesh Bank, external
auditors and the management, and evaluates
the adequacy and effectiveness of the risk
management and internal control systems. They
also review the internal audit functions with
particular emphasis on the scope of audit and the
quality of internal audit. The minutes of the Audit
Committee meetings are tabled at the meetings
of the Board of Directors on a periodic basis.

° Self-Assessment of Anti-Fraud Internal Controls
is carried out on a semi-annual basis and is sent
to Bangladesh Bank, as per requirement vide DOS
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Circular Letter No. 10, dated 09 May 2017, issued
by Bangladesh Bank.

° In assessing the internal control systems,
identified officers of the bank continued to
review and update all procedures and controls
that are connected with significant accounts and
disclosures of the bank’s financial statements.
The Internal Audit department continued to verify
the suitability of design and effectiveness of these
procedures and controls on an ongoing basis.

e  Thebank's ICCD comprises mainly of four units/
departments:

° Internal Audit
° Compliance Unit
° Monitoring Unit

° Concurrent Audit

Internal audit

Internal audit is an independent objective assurance and
consulting activity designed to add value and improve
an organisation’s credibility and operations. BRAC
Bank's audit team comprises a well-represented mix of
professionals, including experts in business, technology,
etc. The bank's audit department is committed to meet
the standards of best professional practices. The team
applies risk-based internal audit methodology for
conducting their audit functions. Risk-based internal
audit includes, in addition to select transaction testing,
an evaluation of the risk management systems, controls
and procedures across the various facets of the bank's
operations.

BRAC Bank has a strong internal audit team comprising
three units that carry out the audit activities:

° Head office audit

° Distribution audit, which conducts audit on all
branches, including:

° AD
e LAD
e  Corp.Branches
° SME Krishi Branches
° SME Service Centres
° SME Unit Offices
e Information systems and vigilance audit

BRAC Bank has also introduced a risk-based audit
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system and its audit team conducts comprehensive,
on-spot and even surprise audits across various
branches, SME Service Centres, SME/Krishi Branches
and SME Unit Offices, and even across such functions/
departments/divisions as information technology,
information security, cyber security, data privacy and
protection and centralised functional units at the head
office and regional base functional units.

Internal audit helps the bank to accomplish its
objectives by bringing forth a systematic and disciplined
approach to evaluate and improve the effectiveness of
risk management, control and governance processes.

Compliance

BRAC Bank has established a robust compliance culture
by encouraging employees to comply with all policies,
procedures and regulations in both letter and spirit.

With a view to establish and uphold a strong culture
of compliance, the bank has a robust Compliance
Department functioning under the Internal Control

& Compliance Division, which is dedicated to

ensuring compliance with guidelines/observations/
recommendations of regulatory and internal audit/
investigations. In line with regulatory requirements,
three separate units are formed under the Compliance
Department, including:

° Regulatory Compliance Unit
° Internal Compliance Unit
° Investigation Unit

The Regulatory Compliance Unit supports the
Bangladesh Bank team in their inspection at branches/
head office and ensures submission of compliance
response to Bangladesh Bank appropriately and timely,
while also:

° Monitoring compliance activities of branches,
divisions, departments and other offices

e  \erifying the internal control systems of the
bank’s operational activities, as per Bangladesh
Bank and other regulatory guidelines

The Internal Compliance Unit works dedicatedly to
ensure full and efficient implementation of Internal
Auditor’s observations and recommendations made by
the investigation unit.

The investigation unit conducts investigation/s and
submits the report onward, as per management
requirements, and also analyses fraud cases to
ascertain responsible parties and recommend
appropriate action(s). The Compliance Department also
ensures required reporting to the management, the
Board Audit Committee and regulators.




Monitoring

BRAC Bank has a dedicated monitoring department
under the Internal Control & Compliance Division, which
is dedicated to monitor the internal control systems and
operational activities of the bank on an ongoing basis.

In case of any lapses/irregularities found, the
monitoring unit takes appropriate corrective measures
within the respective business/operational areas. If
they discover any significant operational lapses, they
recommend the issue to the senior management
through the Head of ICC for immediate resolution.
Some major tools at the disposal of this unit include the
following:

° Branch/Departmental Control Function Checklist
(DCFCL)

° Loan Documentation Check list (LDCL)
° Key Risk Indicator (KRI)
e  Quarterly Operations Report (QOR)

° Spot checks/surprise visits across SME Unit
Offices and Branches to analyse if the respective
functions abide by compliance and existing
policies and guidelines

° The monitoring department also submits self-
assessment of the anti-fraud internal controls
report and the bank's health report to Bangladesh
Bank

Concurrent audit

As per the directives of Bangladesh Bank, articulated
in its Guidelines on Internal Control and Compliance in
Banks, a concurrent audit department was established
to align with the said guidelines. This team scrutinises
whether the bank follows the guidelines of the internal
and regulatory bodies from time to time. It also
exclusively conducts spot/surprise audits of continuing

operational activities across various branches, SME
Service Centres, SME Krishi Branches, ATM Service
Centres, SME Unit Offices, ROC, CRM and Centralised
Functional Units at the Head Office.

Fraud and Forgery

Fraud and forgery have become critical issues in recent
years. These have a major impact on Bangladesh's
economy, impeding economic development. BRAC
Bank has always been focused in controlling fraud

and forgery by establishing and maintaining proper
control systems. Further, to prevent fraud and forgery,
the bank has established an investigation unit under
the compliance department of Internal Control &
Compliance Division to deal with such kinds of incidents.
This wing exclusively deals with all kinds of fraud and
forgery and acts independently as the first contact
point/information unit where internal and external
fraud and forgery incidents are escalated, investigated
and reviewed.

To protect the bank and stakeholder interests, the
investigation team performs thorough investigations
to identify perpetrator/s and the root-cause of

the reported incident. As a remedial course of

action, preventive measures are recommended to
the business/functional units to take necessary
action relating to process improvements, recovery
of misappropriated amounts, adjustments of the
operational loss and appropriate actions initiated
against the perpetrator/s. The investigation reports
are also placed to the Board Audit Committee for their
direction and guidance.

All fraud and forgery cases that were identified in

2019 were also duly reported to Bangladesh Bank on

a regular basis following their prescribed format and
adequate provisioning was also maintained in the books
of accounts. On the other hand, the management is
fully focused in their efforts and endeavours to recover
the loss amount incurred due to any fraud incidents.
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DISTRIBUTION
NETWORK

999 187

Total branches

Wy
969 7.46 bn

Avge. cash handled daily

Overview

BRAC Bank envisions becoming the best bank in
Bangladesh, and one of the key levers of this vision

is a relentless focus on revamping and modernising
the existing branch structure under its Distribution
Network.Indeed, our ambition to become our client's
preferred banking platform enables us to take steps in
dispensing efficient, delightful and enjoyable customer
experiences.

Our Distribution Network (DN) is our primary interface
with our customers. Customers are made aware of
the products and services of the bank through its

DN, which in turn facilitates the acquisition of new
business opportunities and contributes to portfolio
enhancement.

Our DN is divided into eight regions, which comprise a
total of 187 branches located across Bangladesh. Each
region is supervised by a Regional Head, who ensures
the fulfillment of the broad mandates of compliance,
customer experience and portfolio expansion. With the
purpose of effectively segregating roles and improving
our administrative capabilities, we have realigned
regional mapping to ensure that our regions are under
the direct supervision of the Head of Branches. This
repositioning will ensure stronger performance of our
DN, enabling it to further augment its contribution to
the bank’s vision and growth targets.

Further, to facilitate the expansion objectives of our
DN, our Branch Governance and Customer Experience
teams have been working in close collaboration to
ensure compliance and superior customer experience.
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39,274

Avge. daily cash transactions

5,770

Customer service requests
handled daily

e @

Branch Governance is a facilitation wing conceived

to assure compliance, service standardization and
process uniformity across our branches. This team is
responsible for ensuring that branch staff is updated
on and compliant with any relevant regulatory changes.
The team is also involved in different projects and
campaigns, and acts as a bridge between the bank

and its branches, ensuring efficient transmission of
information and related updates.

The Customer Experience team strives to reshape
our customers’ banking experience by identifying
their needs and meeting their evolving expectations.
Customer Experience acts as a hub that ensures that
our customers are provided with the same level of
seamless and high-standard experience across our
network. The team has been achieving this objective by
responding to feedback received from customers and
by organising specialised training sessions on service
quality and products and services to anticipate and
meet customer expectations.

What we achieved in 2019

° Introduced branch learning session through
structured content to inculcate the skills sets
required to provide the best possible service,
ensure compliance and acquire new business

° Created a central repository of branch-related
information and facilities for staff to seamlessly
access relevant communication and product
updates and also be able to locate shortcuts to
frequent services that customers require, thereby
adding to their convenience




Conducted workshops to facilitate the
transformation of the product and service
experience, using behavioural research and
human-centric design approaches

Organised multiple customer engagement
programmes, including career and education
fests, health awareness events and women
entrepreneurship and empowerment trainings
and workshops, towards publicising the bank's
products and acquiring more retail and SME
customers

Encouraged the implementation of cost-cutting
measures by substituting manual approaches
with digitisation, digitalisation and automation

Inaugurated a branch in Mirzapur in order to tap
into new business opportunities and serve the
needs of the catchment better and faster

Relocated nine branches to new locations to
enhance their accessibility, while also upgrading
them to provide customers with several added
conveniences. These branches include:

° Dhanmondi Branch

° North Gulshan Branch

° Dinajpur Branch

° Moghbazar Branch

° Shyampur Branch

° Pahartoli Branch

° Uttara SME Service Centre
° Konabari Branch

° Banani Branch

Completed renovation of nine branches as well
to enrich customer experience through improved
facilities. These include:

° Halishahar Branch

° Biswanath Branch

° Feni Branch

° Moulvibazar Branch

° Maijdee Branch

e  Shantinagar Branch

e  Gulshan Branch (Corporate Floor)

° Rajbari Branch

e  Agrabad Branch

What we expect to accomplish in 2020

Conduct service quality assessments in both
the service and cash fronts across numerous
branches, which will help in benchmarking client
experiences to further strengthen customer
intimacy with the bank

Expand our Agent Banking network to create
a distribution network bulwark, resulting in
mutually-beneficial synergies and growth
potential for all stakeholders concerned

Fast-track service automation to meet the needs
of our growing customer base, improve our overall
process efficiencies, reduce unwieldly operational
costs and simplify access to our products and
services

Divert customers to our alternate banking
channels to ensure easier access with the same
level of service and also to optimise branch
footfalls to provide more prioritised/speciality
banking services

BRAC BANK LIMITED 209




Governance in Distribution Network

Managing
Director & CEO

Head of Head of Branch
Branches Governance

Regional Unit Head, Large Head of Premium Head of Customer
Head Corporate Relationship Banking Experience

Regional Head - Dhaka
Central & Mymenshingh

Regional Head - Cumilla & Dhaka
South (25 Branches)

Regional Head - Chottogram &
Feni (28 Branches)

Regional Head - Khulna & Dhaka
South West (28 Branches)

Area Head
40 Areas

Regional Head - North Bengal &
Dhaka NorthWest (26 Branches)

Regional Head - Dhaka North
(17 Branches)
Regional Head - Sylhet
(17 Branches)
Regional Head - Barishal &
Dhaka West (22 Branches)

Branch Manager
187 Branches
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OPERATIONS
DIVISION

Overview

BRAC Bank's Operations division is primarily mandated
with the responsibility of ensuring smooth operations,
which has a direct impact on the bank’s profitability.
Over the years, the bank's Operations division has
remained committed to deliver a robust operational
framework that facilitates:

° Dispensation of credible, predictable and high-
quality customer services

Operations division’s service matrix

Asset and ROC
operations

Account
services

° Cost optimisation that supports the bank’s
productivity and profitability aspirations

° Flexibility in terms of alignment with evolving
customer needs

e  Alignment with changing regulatory requirements

e  Scalability in our banking platform that enables
the bank to reach a larger consumer base faster
and with more surety

Credit Cards
administration operations

OPERATIONS

Bonds and

custodial
services

In 2019, the bank’s Operations division embraced a
digitalisation drive, with initiatives structured around
meeting the objectives of reducing costs, improving
processes and enhancing operational efficiencies, along
with strengthening compliance standards and delivering
expected operational services. During the year, the
division also focused on optimising and allocating
resources commensurate with the automation

and digitalisation expectations with a view to fast-
track implementation. Efforts were also invested in
substituting existing processes through simplification
and automation to reduce manual interventions as
much possible. The outcome was that we were able

to improve our turn-around-time (TAT), resulting in
superior and delightful customer experiences.

Treasury and
Fl operations

Payments and Central
transactions operations

What we achieved in 2019
Customer service initiatives:

° Provided instant customer notification on all trade
transactions

° Implemented a trade front desk to facilitate
smoother and more responsive trade services

° Established a new unit - trade customer service

° Revamped the account opening process to reduce
TAT to just about 5 days and launched this service
across 17 branches

BRAC BANKLIMITED 211




Supported the facilitation of quicker expansion of
the bank’s Agent Banking network to 301 points
to capture the market faster and more securely

Embraced systems modernisation to fix bugs to
ensure sustainable product offerings through our
core banking solution (CBS)

Enabled issuance of sanction letters through
software and foreign bonds through online
system, thereby making the process faster and
more secure

Facilitated real-time escalation of ‘document
deficiency notification to concerned RM teams,
replacing day-end dispatches

Effected despatch of Sanchaya Patra
acknowledgement and e-advice copy directly to
the customer’s address

Launched such customer-facing initiatives as
global limit with a single card account, instant and
paperless PayFlex payments and advanced TQ
endorsement

Introduced SMS notifications on insurance
premium dues, loan repricing, inward
remittances, cash incentives etc., replacing
paper-based letters. Also effected e-mail
notifications on insurance premiums dues and
external credit rating expiry

Process transformation initiatives:
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Re-engineered UPAS bill discounting according
to central bank guidelines and also export bill
discounting and EDF processing

Implemented the bank’s first-ever comprehensive
document archival policy for streamlining physical
documents archival, retention and destruction

Transferred classified loans (CL) reporting practice
from Finance to Credit Administration Division
(CAD) under Operations to ensure synergy and
control, as per industry practice

Introduced new processes for the first-time

for CAD and Central Operations departments,
alongside routine process reviews and
transformations enabled for other departments

Launched paperless PIN for debit cards and
migration of magnetic strip debit and prepaid
cards to CHIP-based cards

Discontinued with the practice of despatch of
merchant hard copy advice to support green
banking
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Initiated processing of surplus earning
remittances for our various airline customers

Established a central unit for facilitating the sales
team to accelerate account opening

Constituted a 'heat team’ to support sudden high
volumes in any function/s

Projects and automation initiatives:

Introduced a vessel-tracking system to track
movement of vessels, as well to identify any
possible sanction violations by ships through
which goods are imported. This web-based price
verification tool assisted our Trade Operations
Division as well as other support units, including
CRM, Fl and Corporate Branches

Implemented a system validation process for
back-to-back entitlement against master LC/
contract

Achieved automation of 26 trade transaction
advice with the result that instant email
notification was despatched to our customers
with advice and Swift copy

Enabled instant routing of all incoming export-
related Swift messages to customer’s email ID

Facilitated instant update of all trade liability
positions by automation of Trade MIS (20+ report)

Accomplished various projects, including data
cleansing, dormant/zero balance account closure,
DPS closure, mobile number/security documents/
codes/NID and TIN updates, enrollment for
eStatements, loan reviews for CIB, etc.

Attained successful implementation of BACH-II,
inward remittance SMS alert initiation, mid-office
remittance team establishment, migration from
card pro to omni-card, credit card booking through
robotics, web-based systems launch for Sanchaya
Patra etc.

Completed multiple automation drives, including
card cheque issue through bulk uploads, bulk file
uploads for RTGS transactions, live deployment
of CorpNet and Click2Pay, auto interest spread
maintenance for FDR and SOD, LIBOR and OBU
loans etc.

Launched 'RPS software’ enhancement to
auto-extract SME loan EMI data to prepare a
replica bank statement and thus facilitate SME
reconciliation

Automated NOC issuance for closed loans, loan
pay-off amount calculation both for current and




future dates, loan write-off processing, deed
withdrawal charge realisation, loan EMI collection
through EFT, etc.

° Implemented e-Archive software (phase-I) for
archival of all physical loan account files, NPSB
control point tools for reporting daily debit,
revamped auto SMS, email platform initiation
for Positive Pay, auto-populated data in Finacle
Screen for CASA, loan and CIF modules, etc.

e  Introduced automated document deferral tracking
and management system

What we expect to accomplish in 2020

° Implement robotics against LC, bill and trade loan
processing

° Initiate end-to-end smart trade front-end
application

° Ensure summarisation of business MIS through
16 reports - Business MIS

®  Activate automatic tracer to customers through
email and also a document management system
(DMS)

®  Substitute with automation repetitive jobs in
operations, data cleansing, etc.

° Facilitate auto reconciliation and settlement of
Nostro/ATM/cards transactions

®  Automate reporting for Visa, MasterCard and
Bangladesh Bank

®  Attain green PIN for credit and prepaid cards,
while also launching contactless cards

®  Accomplish BACH-II FCY to go live as per plans
and also mRemit phase-Il to go live

° Upgrade IVR and call centre facility for Positive
Pay confirmation
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TECHNOLOGICAL

SERVICES

Overview

As a pioneering financial institution of Bangladesh,
BRAC Bank expects to take the lead in digital banking
by rolling out a strong, secure, progressive and scalable
digital banking platform, enabling our customers to
access our services from across the country and the
world.

Towards realising this material objective, the bank
embraced several initiatives with regards to digital
transformation in 2019, focusing on delivering
superlative experiences and forging customer intimacy
and loyalty. Our intent is to deploy cutting-edge
technology that helps enrich the bank’s engagement
with its customers on a daily basis, while also enabling
the organisation to optimise costs and maximise
profitability.

What we achieved in 2019

In 2019, BRAC Bank initiated the implementation of the
universal banking app (UBA) solution and mobile wallet
management as a decisive step to lay the foundations
for digital banking. Specifically, the UBA and mobile
wallet encompass web-based banking and represent

a simple, convenient and user-friendly mobile app for
customers to cater to all their banking needs on-the-go.
We believe that as customers become mobile in their
quest to extend the geographic boundaries of their
business, the banking mobile app will enable them to
conduct their business and other banking transactions
through the convenience of ‘anytime anywhere banking.

Further, our new cash management and supply chain
management systems will help expand our corporate
business and enable us to create strong distinguishing
propositions from what the market offers. It will

also enable us to enhance the spread and depth

of our network, while facilitating the acquisition of
customers with diverse real-time transaction needs.
To supplement these solutions and enable a more
simplified process, a document management system
will be implemented in parallel, which will help us in
our endeavours to achieve paper-free back-office
operations and also across branches (wherever
possible),while digitised data will facilitate quicker
processing of basic tasks.
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With digitalisation being the next big transformative
change and mostly being personal device-based,

we moved away from cash-intensive to cash-light/
less-cash solutions. Thus, we have also initiated the
implementation of major customer-facing digital
platforms and projects. Further, to provide a wider
bouquet of digital services, BRAC Bank is upgrading its
alternative delivery systems. The following measures
highlight how our upgraded systems will extend better
customer experiences, while enabling us to achieve our
expectations on revenue expansion, cost controls, etc.

Agent Banking

BRAC Bank focused on dispensing digital banking
services to its customers located in rural areas through
its Agent Banking platform. Through this platform

that truly helps achieve our objective of democratising
access to formal banking, we were able to offer cost-
effective, secure and faster banking services, facilitated
by simplified processes and automated systems. In a
dynamic business environment, we are also reinforcing
this platform with a plethora of world-class security
features as well as scalability that will ensure that

the platform is able to serve evolving business and
regulatory requirements.

MFS and payments integration

In an interconnected and mobile world, integration of
banking services is not just a need, but an imperative.
Towards this extent, we achieved MFS (mobile financial
services)and payments integration, thus emerging

as the most connected bank in Bangladesh offering
enhanced digital banking experiences to our customers.
We are connected with a host of service providers,
including financial wallets (bKash, Rocket, OK Wallet)
and PSP (iPAY), while also providing our customers with
the facility of effecting utility bill payments (WASA) and
also insurance premium payments (MetLife, Guardian).

Solutions for corporate banking

BRAC Bank introduced several innovative products for
its corporate customers to reinforce the propositions
around single-point customer-centric financial
solutions. Hence, besides traditional deposit and




advance products, corporate customers can also
activate collections and disbursements through a multi-
channel network, corporate product inventories and
customised business letters. What makes BRAC Bank's
Corporate Banking solution stand out from others is

its ability to offer customised solutions at scale, thus
closely suiting the unique business needs of corporate
customers.

Employee banking solution

Click2Pay is a payment management application
developed to primarily facilitate salary disbursements.
The application serves as a fast, simple and secured
mode of payment based on straight-through processing
of transactions. Designated users receive a unique
username and password via SMS for accessing this
application, after which they can initiate transactions
from their company’s corporate account maintained
with BRAC Bank.

BACH-Il implementation

In the last quarter of 2019, we seamlessly and
successfully implemented BACH-II (Bangladesh
Automated Clearing House). Through this
implementation, we have complied with Bangladesh
Bank’s regulatory guidelines, as BACH-II supports
multi-session and FCY transactions that were not
supported in the previous version. Moreover,this
platform elevates transaction security over the
previously used HSM technology.

Real-time remittance solutions

We integrated as many as 10 new exchange houses
into our customised remittance solutions. This helped
to support business growth, as well as enhanced

our remittance footprint. At present, through our
association with 42 exchange houses, our customers
can remit money to beneficiary BRAC Bank accounts,
other bank accounts and even the bKash wallet
instantly. Further, we implement 2% incentive within
shortest possible timeline.

Enterprise resource planning (ERP)

With a view to help support our digital banking
aspirations, we implemented Hyperion, TALEO and
PMSthat went live during the year. Further, our Oracle
ERP processes also became more embedded into our
operations, thereby facilitating better engagement with
business users.

Retail and SME banking

We ensured better and more simplified engagement with
users of our Retail and SME Banking platforms through
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Agent Banking integration with CBS/Finacle. During the
year, the bank launched various types of products and
services to meet the growing demands of all customer
segments. Further, a large number of initiatives around
automation were also established in the trade module
to enable corporate and SME customers to seamlessly
access our banking services. Also, within our upgraded
(CBS system, we have enriched audit functionalities to
mitigate operational risks.

Operational efficiency

We activated several automation initiatives around our
services, while also introducing automated reports. This
augmented operational efficiencies and reduced both
TAT (turnaround time) and operational cost. Further, we
have also brought forth automation in routine non-
value added processes, thus freeing resource time for
better engagement in value-added services.

Payment process automation and
improvement

We successfully implemented multi-dimensional
payment processes and added channels. With this,
BRAC Bank offers the best solutions for faster, more
reliable and easy payment options to customers.

Call centre upgradation

We successfully implemented new call centre solutions
with the added features of outgoing call facilities, IVR,
skills-based call routing and green PIN technology.

Our new call centre solution enhances customer
convenience through quicker access to desired services
and also through IVR-led self-service, which has
resulted in moderation of average call handling time
with enriched customer experience.

Credit card management

We successfully executed an upgradation of our credit
card management system (CMS). The new CMS features
elevate customer experience, secures customer
transactions and increases business capabilities. The
major benefit of this upgradation includes:

° Single account with unified currency statement,
with the customer no longer requiring to pay
USD and BDT bills separately, while also ensuring
hassle-free payment of bills for primary and
secondary cards

e  Higher security through automatic transaction
monitoring and alerts for fraud. Further, certified
solutions are provided by PADSS (Payment
Application Data Security Standard) authority

° Real-time bill payment with cardholder’s bill
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payment being updated instantly with immediate
SMS notification

° Instant EMI from terminal, enabling our
customers to instantly convert their transactions
to convenient installments from the POS terminal.
This circumvents the need for paper-based
application and manual form-filling to convert a
transaction into an installment

Debit card management

Our upgraded debit card management system and
switching solutions went live in the first quarter of
2020, while our new universal acquiring platform is
expected to go live by the second quarter of 2020.
These platforms with added features and functions will
enable our employees to serve our customers better
and, in turn, will empower them to engage in a superior
banking experience with us.

Credit card account opening through robotic
process automation

We substituted the credit card account opening process
from manual to robotic, which substantially shrunk the

account opening time, reduced customer TAT, enhanced
productivity by 2.5x and nullified data entry errors.

Business continuity

Business continuity and sustainability were

ensured through the facilitation of high availability

of infrastructure resources with redundancies.

Further, state-of-the-art hardware components

were introduced, comprising modular load balancers,
enterprise-class data storage and backup systems and
new generation firewall systems.

Communication facilitation

The bank has also introduced a unified communication
system to seamlessly ensure external and internal
communication through voice, video and data. This has
helped create a platform for enabling communication
through multiple modes, also substantially reducing the
cost of communication.

What we expect to accomplish in 2020

Considering our long-term business plan, while also
taking into cognisance growth sustainability, BRAC
Bank has decided to establish a modern captive data
centre and a disaster recovery site. The designing and
planning of the data centre and disaster recovery site
has already been started by engaging experts in the
field. The eventual goal is to build these assets with the
best standards and certifications.




LEGAL & RECOVERY

DIVISION

BRAC Bank's Legal & Recovery division is a specialised
unit, providing comprehensive business support
services to the bank's SME, Retail and Corporate
divisions by managing and monitoring pending cases
in the different courts of Bangladesh, while also
ensuring recovery of debt from SME Small default

borrowers.

Structure of the Legal & Recovery division

Mortgage

support and
documentation

Legal & Recovery
division

The Legal & Recovery division has four major functional
areas, including:

e  SAM-SME Small
° Litigation management
° Mortgage support and documentation

° Legal affairs - HQ

Litigation

management

Legal affairs -

SAM-SME Small

SAM-SME Small is actively contributing to the bank's
profitability through recovery of written-off loans. It
is also enabling the bank to control its NPLs at the

Key stats (2019)
g 1,440 m
=/ Total loan recovery contribution of
1 L&R division

desired levels through bad debt recovery. In 2019,
SAM-SME Small recovered a total amount of Tk. 1,440
mn (written-off amount of Tk. 640 mn and non-
written-off amount of Tk. 800 mn). The objective of
thus unit is to maximise recovery and minimise NPLs.

o
IR

640 mn

Recovery of written-off
amount
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Litigation management

The litigation management team is engaged in
managing 25,905 cases in the different courts of
Bangladesh. Among the total number of cases, 17,127
are active cases. All cases are initiated under the NI Act/
ARA/Penal Code for recovery from default borrowers

of SAM-SME Small, SAM-Retail and SAM Corporate.
The litigation management team works closely in a
complementary/supportive role in enabling recovery
across SAM-SME, SAM-Retail and SAM-Corporate
divisions.

Mortgage support and documentation

The mortgage support and documentation team of the
L&R division provides business support to SME, Retail
and Corporate divisions by offering mortgage charge
in the name of bank. It provides countrywide support
from both head office and also from 7 ROCs in Bogura,
Cumilla, Chattagram, Sylhet, Gazipur, Jashore and
Narshindi.

Legal affairs - HQ

Legal affairs - HQ is a dedicated unit providing day-
to-day operational support to branches for fraud and
forgery-related issues, legal issues, dispute resolution
mechanisms, etc. It also provides legal opinions,
agreement reviews and PPG reviews, while maintaining
relationship with different law enforcement agencies,
including CID/PBI/SEC/DUDOK, etc. In effect, the

legal affairs department takes responsibility of any
legal matters, thus efficiently managing legal and
reputational risks of the bank.




DIGITAL TRANSFORMATION
PIVOTING BRAC BANK
TOWARDS DIGITAL BANKING

Vision

Our vision in digital transformation is guided by our aspiration to become the best bank in offering digital financial
products & services by utilising progressive digital channels with the aim of moving to ‘open banking' landscape in

the next few years.

As-Is Current Focus

1. Traditional thinking 1. Strategy development 1. Superior customer experience

2. Legacy processes & ’ 2. Customer journey ' 2. All banking services:
systems ° planning PY Mobile based, Real-

3. Limited Innovation 3. Human centric design time & Seamless

4. Human-intensive 4. Process improvement 3. CoIIaborat!on through
activities. open banking

Core focus areas

Digital transformation at BRAC Bank represents
digitisation and ‘online migration’ of all traditional
banking services & activities. As a future-facing financial
institution, BRAC Bank has facilitated a paradigm shift
in customer preferences to digital banking through its
robust and convenient online banking platform that also
showcases the highest safety and security standards.
The core idea powering digital transformation at BRAC
Bank is to enable us to provide innovative and useful
feature-rich products and services to our clients.

BRAC Bank’s Digital Transformation Division was
conceptualised and established in 2019 with the
express intent of preparing the bank to be at the
forefront of digital banking services and catalyse
continuous, organisation-wide transformation, thereby
also enhancing readiness against disruptive/traditional
digital banking competition. Notably, all activities under
our digital transformation initiatives encircle our key
focus areas, including dispensing superior customer
experiences, improving operational efficiencies,
generating new and diversified revenue streams and
also rapidly responding to changing market dynamics.

At BRAC Bank, our focus on innovation is underpinned

by our ability to bring forth continuous and, where
applicable, disruptive practices that redefine traditional
banking processes and practices. This emphasis

is carried forward by collaborating with local and
international FinTech solution providers to conceptualise
and co-create innovative products and services that
meet both customer expectations and aspirations.

Today's consumers prefer ‘anywhere-anytime’ banking,
which requires us to offer innovative, robust, secure
and optimised digital banking services that are ready to
meet the expectations of empowered and tech-savvy
customers.

We have set up a state of the art 'Innovation Studio’ to
foster innovation and digital transformation.
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ALTERNATE BANKING

CHANNELS
-
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Overview

Agent banking is a fairly new concept in the banking
industry of Bangladesh. Through this channel,
customers who reside outside of the periphery of bank
branches can easily access banking services, though on
a limited scale. Agent banking is thus a crucial part of
financial inclusion that fosters an alternative delivery
channel that provides convenient and low-cost banking
services to regions or areas where a full-fledged branch
is difficult to establish or is unviable to operate.

BRAC Bank started its journey with its Agent Banking
channel in 2018 with the objective of dispensing smart
banking services to the large unbanked population of
the nation, hence contributing to bringing the public
under the formal folds of financial services. Till 31st
December, 2019, BRAC Bank had an Agent Banking
network of 301 outlets located across the country.

Services through Agent Banking

Notably, BRAC Bank’s Agent Banking network
represents the first in Bangladesh to offer digital
banking solutions capable to settle transactions on a
real-time basis with biometric verification. New and
innovative digital capabilities brings convenience to
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the masses, providing them round-the-clock banking
services, while also making banking access simple
and convenient for them. The bank is well-poised to
leverage its robust expertise in SME banking to make
Agent Banking a widely expansive and seamlessly
accessible distribution channel.

BRAC Bank's Agent Banking outlets offer various
services to customers, including:

° Opening of different types of accounts, DPS, term
deposits, etc., for both individual and institutional
entities

° Cash deposits and withdrawals
° Fund transfers to any BRAC Bank account

° Electronic fund transfers through BEFTN and
RTGS

° Inward foreign remittance pay-outs

424 =] 89

Total number of
CDMs, 2019

Total ber of h
u otal number o =

ATMs, 2019

D ATM uptime,
2019

Overview

BRAC Bank operates one of Bangladesh'’s largest and
most expansive ATM/CDM networks, comprising 424
ATMs and 89 CDMs under its Alternative Delivery
Channel (ADC).

From a strategic point of view, through the introduction
of ATMs, BRAC Bank has not only made banking more
convenient and accessible, it has also successfully
reduced around 60% of customer footfall traffic at its
branches, thus also delivering seamless and timely
services at its branches. With such progress, the

bank envisages to cover over 70% of transactions
through ADC to further elevate the quality of customer
service across its network. It expects to do so through
conducting various campaigns and customer awareness
and engagement programmes.

BRAC Bank has 8 ATM service centres that are dedicated
to manage ATM and CDM services. These service
centres ensure timely loading of cash in ATMs and
deposit collection from CDMs, thus facilitating strong
customer service. Further, our robust IT team dedicated
to ADC assures up-to-date security compliance and also

Iﬁ ~98% e® 60%
Branch customer traffic
lift-off to ADC, 2019

° Loan disbursements and re-payment collections
° Balance inquiry

e  Account statements

° Insurance premium collection

° Utility bill collection

e  School fee collection

° Debit card and cheque book issuance

° Internet banking

What we expect to achieve in 2020

BRAC Bank expects to substantially expand its agent
banking network since it represents the most effective
and relevant medium to extend banking services to the
underserved living in remote regions where traditional
branch banking is not a viable solution.

ATM service

centres, 2019

ensures almost 98% uptime for our ATMs.

What we achieved in 2019

° As a measure to strengthen customer
convenience, single cash withdrawal transaction
limits across our ATM network was increased up
to Tk. 30,000 for all our customers, while daily
cash withdrawal limits were also enhanced up
to Tk. 2,00,000 for general customers and Tk.
3,00,000 for premium customers

° Cash deposit limits were increased up to Tk. 75,000
through CDMs with a view to reduce pressure in
our branches and enhance customer convenience

° CCTVs across all our booths were upgraded
for enhanced security coverage, aligned with
regulatory directives

What we expect to achieve in 2020

° Convenience and availability: Maintain high
uptime and well-planned placement of machines,
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while also incorporating value-added services and
ensuring faster response in addressing grievances

° Technology and innovation: Implement the most
modern technologies to infuse innovation and
versatility across our vast distribution channel

|I|I|n|l|l| 1.8 mn
| | | | Customers served,

Overview

BRAC Bank's 24x7 call centre is a useful and well-liked
channel, ensuring personalised customer interactions
and immediate resolution of queries and updation of
service requests. Responding to numerous customer
requests, queries and grievances, the bank'’s call centre
served 1.8 mn customers (2018: 1.7 mn) and handled
0.73 million customer requests (2018: 0.68 million)
during the year. This centre is one of the largest call
centres in Bangladesh with 120 seating capacity.

What we achieved in 2019

With an endeavour to further enhance customer
experience, we brought forth several major

[=h 66%
=B Rovenue growth of .-
Internet Banking

division, 2019

BRAC Bank's Internet Banking unit is one of the most
important value-added services under its alternate
banking channel. Using the internet banking facility, our
customers can conduct their financial activities anytime
and from anywhere. As a robust and well-establish
digital channel, it enables the bank's accountholders to:

° Check account balance
° Download statements
° Effect fund transfers to banks and mobile wallets.

° Enable mobile recharge, bill payments, etc.
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e  Security and compliance: Protect the interests of
both customers and the bank through stringent
adherence to policy and compliance, including

through robust security measures

0.73 mn @ 24x7

Customer requests
2019 handled, 2019

A\
AYA Round-the-clock

services

enhancements across our services in 2019, including:

° PIN generation and change enabled from IVR

° Telephone identification number (TIN) generation
and alteration from IVR

° Priority-based call routing

e  Automated dialler for making outbound calls

What we expect to achieve in 2020

In the current year, we aim to include few more services
across our call centre that will enable us to achieve

our objective of serving a larger number of customer
requirements. We also aim to contribute to the bank's
revenues by introducing sales-through-service through
our call centre agents.

lain @

’S) a Bl & wallet
transfers, 2019

With a continuous process to enhance the digital
experience of the customer, BRAC Bank is also working
on developing a mabile application. By 2020 the mobile
application will also be available for our customers
therefore they can meet banking needs on the go.

Meanwhile the mobile application is available the
Internet banking team are also working to enhance

the features of existing Internet banking application

by adding several billers and mobile wallets. The main
motto of the Internet Banking team is to enhance the
features as much as possible so customers can perform
their each financial and non-financial banking needs
through the BRAC Bank Internet Banking.
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§ Mobile financial services (MFS)

Business engagement

At bKash, the year 2019 was a critical period in terms of the business
achieving technological breakthrough and sustained growth across key
numerical metrics. Specifically, with the introduction of the new bKash
customer and agent applications (apps), merchant gateways and new
variabilised cost structures, bKashis expected to continue to ramp up
for achieving exponential growth over the foreseeable future, with a

favourable outlook on profitability.

Overview

As a pioneering business that has become synonymous
with mobile finance, the year 2019 continued to
remain a strong one for bKash. The year witnessed
significant milestones, including the induction of a

new shareholder,the introduction of new products,
technological sophistication achieved and new variable
cost structures created, as mandated by regulatory
bodies. The company outperformed business goals
during the year and continues to thrive in a competitive
environment through its versatile competencies. Thus,
bKash regained much of its lost market share and is
expected to continue on the path of success in the
future as well.

M Number of Customers (mn) Active Customers 90 Days (mn)
—e— Active Ratio % 58.5%
50.1%
43.9% 43.2% 60.4% 381
31.0
26.2 28.8
22.3
20.7 18.7
14.4
9.1 11.3
2015 2016 2017 2018 2019

The number of active customers (defined as those
who made at least one transaction in the past 90 days)
increased by a substantial 19.3% in 2019 vs. 2018.
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Key achievements, 2019

bKash developed and released a new customer app

on both iOS and Android operating systems, through
which bKash customers could self-register, access their
account information and effect transactions. A similar
app for bKash agents was also released during the year.
By the end of the year, more than 271 mn transactions
passed through the customer app, thus showcasing
increasing customer acceptance.

Further, some of the innovative financial products
launched during the year include, the Card to bKash
service and credit card payments through bKash.

Agents

All bKash agents were subject to rigorous compliance
checks and audits and, resultantly, a number

of disengagements occurred,leaving a total of
230,944agents spread throughout the country. On
average, in 2019, 92% of agents were active every
month.

230,944
207,462
168,362 178,322
116,669
° R — )
2015 2016 2017 2018 2019

Average daily transaction count

Average daily transaction count increased by 15.7%in
2019. The average daily transaction count stood at
6.14mnin 2019 vs. 5.30 mn in 2018.

6,141,542
5,309,919
4,327,308
3,588,786
2,849,133
° R — )
2015 2016 2017 2018 2019
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Financial performance

bKash reported a net loss after tax of Tk. 625 mn in
2019, as compared to a profit of Tk. 185 mn in 2018.
The profitability moderation is a natural phenomenon
when considering the fact that the business is in an
investment stage and in the early stages of the FinTech
industry. The decline can be attributed to an increase
in agent and distributor commission, mobile operators’
service charge and marketing and promotional
expenses. However, consistent rise in active customers
and ARPU (average revenue per user) due to these
investments are expected to yield higher returns in the
forthcoming years.

487.8

237.6 184.8
[ | (625.1)

2015 2016 2017 2018 2019

Float balance

Float balance has consistently increased over the years
to reach Tk. 32,653 mnin 2019, up 17.9% YoY.

A 23.1% increase in the customer base, coupled with

a substantial 19.3% growth in active customer ratio
resulted in a 15.7% rise in the total transaction count. As
a result of the increased customers and agents within
the bKash network, the float registered an increase of
17.9%in 2019.

32,653
27,690
21,986
17,507
11,172
2015 2016 2017 2018 2019




Economic outlook

The increased number of customers, transactions and
volumes is a reflection of the growing economy of the
country and rising acceptance of bKash as a preferred
payment gateway. The number of app downloads also
looks promising and underscores increasing technology

adoption across micro-economies. With higher
transaction numbers and amounts sustained by a
developmental economy, the MFS industry will continue
to flourish over the coming years. bKash, with its new
products and services, is expected to retain its position
as the market leader in the coming years.

Financial highlights (Tk. mn, except otherwise stated)

Particulars 2019 2018 2017 2016 2015
Gross revenues 24,160.8 21,791.3 17,589.5 14,843.0 10,584.0
Profit before tax (PBT) -633.7 558.5 790.8 621.1 380.0
Profit after tax (PAT) -625.1 184.8 487.8 335.2 237.6
Contribution to the exchequer 5,256.0 4,733.4 3,730.0 3,034.1 2,107.5
Total assets 49,305.1 42,896.1 27,885.8 22,008.0 14,499.8
Float balance 32,653.0 27,689.6 21,986.3 17,506.6 11,171.6
EBITDA 69.7 903.3 1,053.1 834.9 482.6
Diluted earnings per share (Tk.) (1,330) 393 1,153 792 562
Earnings per share (Tk.) (1,637) 484 1,277 877 622
Gross profit ratio 25.8% 27.1% 26.5% 24.9% 24.6%
Return on equity (5.8%) 6.0% 18.8% 14.9% 11.8%

Financial highlights (Tk. mn, except otherwise stated)

Particulars 2019 2018 2017 2016 2015
Customers 38,136,999 30,949,622 28,796,213 26,172,245 20,741,587
Active customers (90 days) 22,261,567 18,694,365 14,415,001 11,275,883 9,099,762
Active ratio (90 days) 58.6% 60.4% 50.1% 43.1% 43.9%
Agents 230,944 207,462 178,322 168,362 116,669
Merchant count 163,306 80,156 43,978 37,902 14,879
Average daily transactions count 6,141,542 5,309,919 4,327,308 3,588,786 2,849,133
Transaction volumes (Tk. bn) 3,3328 2,703.1 2,1735 1,805.4 1,299.0
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BRAC EPL STOCK
BROKERAGE LIMITED (BSEL)

2009

Year of establishment

——MM° Business engagement

Stock brokerage services

BRee.. 117
""" Workforce strength

BRAC EPL Stock Brokerage Limited (BESL) is the second largest stock
brokerage institution among 250 brokerage houses in Bangladesh,
with a 4.25% market share of the DSE (Dhaka Stock Exchange) as on
December 2019. BESL has a dominant market share of 60% in the
foreign portfolio investment execution segment.

Overview

BSEL offers brokerage services to 22,000 local
clients, including domestic institutions, retail clients,
non-resident Bangladeshis (NRBs), and 60 foreign
institutional clients through our 8 branches and 117
employees.

Key achievements, 2019

° Controlled downsides to generate 6.05% negative
return in 2019, representing the recommended
investment composite of the team, thus
outperforming the benchmark index by 11.27%.

° Awarded as the '‘Best Research House in
Bangladesh' in 2019 by International Finance
Publications.

° Generated USD 0.06 mn in research and advisory
fees from foreign investors.
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Product and services

BSEL offers stock brokerage services to all Bangladeshi
and international capital market investors.

Public market execution

BESL has maintained the second position among 250
brokerages in the country. On average, the company
occupied 4.25% market share of turnover on the DSE.

Investment research and advisory services

BESL pioneered the investment research industry

of Bangladesh through its high-quality research and
rigorous analytical capabilities. The company's research
department comprises 4 analysts, including 1 CFA
Charter-holder, 1 CFA Level-3 candidate and 1 CFA
Level-2 candidate. With such pedigree, the company
has broader investment research and investment
advisory mandates. The team also possesses research
partnerships with Bloomberg, Thomson Reuters, S&P
Capital IQ and Fact Set.




Financial highlights (Tk. mn, except otherwise stated)

Particulars 2019 2018 2017 2016 2015
Total revenue 322.32 481.93 699.31 506.25 461.83
Profit before tax (20.64) 101.71 294.76 152.65 147.78
Net profit after tax (PAT) (84.99) 23.96 204.72 94.84 79.23
EBITDA 25.48 118.89 283.35 135.81 125.80
Total assets 1,986.63 2,017.12 3,101.52 1,739.77 1,481.07
Contribution to the exchequer 67.52 84.87 90.04 57.41 68.55
Gross profit margin ratio 72.4% 71.2% 75.5% 69.5% 74.5%
Earnings per share (Tk.) (12.13) 3.42 29.21 21.00 17.55
Financial performance
Net profit after tax (PAT) ST e Foreign.fund managers liquidated their positions
further in 2019, and there was Tk. 4.88 bn net
204.72 sale during the year, following a net sale of Tk.
5.93 bn in 2018. Regulatory concerns surrounding
on.84 Grameenphone's VAT-tax issue comprised a major
79.23 overhang for the markets during the year. Further, the
23.96 -84.99 Government is now implementing the 9-6% interest
° ° rate regime,effective 1st April 2020, where banks
. with high exposures in SME and retail loan portfolios
will be severely challenged,as the cost of SME loans
is far higher vis-a-vis corporate loans. Such kind of
2015 2016 2017 2018 2019

Market outlook

The capital markets remained bearish throughout 2019.
The Dhaka Stock Exchange Broad Index (DSEX Index),
the benchmark free float weighted market index, lost
17.3%in 2019, following price return of negative 13.8%
in 2018. Liquidity crunch, corporate governance issues,
growing non-performing loans (NPLs) buttressed by

a culture of wilful defaults and other negatives in the
banking sector, overvalued currency and regulatory
issues together had an adverse impact on the capital
markets.

Resultantly, turnover also slowed down significantly,
with declining participation from both retail and foreign
investors. The outstanding foreign portfolio investment
(FPI) declined by Tk. 35.2 bn to Tk. 192.2 bn (6.84% of
DSE equity market capitalisation) in December-end
2019, from Tk. 227 bn (6.93% of DSE equity market
capitalisation) in December-end 2018. Net sell position
in FPI was observed during the last 12 months of 2019,
as FPI position declined by 15.5% in 2019, accounting
for 4.8% of quantity release and 10.7% of market price
correction.

abrupt regulatory enforcements to cut the net interest
margins in every loan product through a cap of 9%
even on SME and retail lending can lead to a large
number of challenges for the banking sector, as well as
for stock market investors.

The uncertainty and the overhang on equity markets
that were persistent throughout 2018 and 2019
should now be subsiding since the equity market
absorbed almost all the discountable challenges in
stock prices. The market faced about 28.7% correction
on cumulative basis during the last two years. The
Government is outlining plans to support the equity
markets through enhancing capacities of banks for
effecting a greater quantum of investments in the
stock markets. The market outlook is also supported
by the long-term fundamentals of the economy, which
are highly attractive with an expected annual GDP
growth of 8% north over the next five years. Further,

a developmental country like Bangladesh is expected
to benefit from any protracted trade war between
China and the US, which has already started to reflect
in readymade garments export growth in the recent
quarters.

Taking a five-year view till 2025, we are positive on
the prospects of Bangladesh's equity markets, as the
current valuation metrics are hovering well below their
10-year average range, and we are expecting to see
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arebound in earnings growth of listed equities over
the long-term. The market in 2018-19 has already
witnessed a reasonable correction, while scheduled
banks are now allowed to inject fresh funds through
repo borrowings at 5% interest rate with relaxed
regulatory reporting till 2025. Moreover, the listing of
fundamentally-sound companies like Walton and Robi
is in the process and this will broaden the investment
scope for investors. The Dhaka Stock Exchange,in
collaboration with the Central Bank, Bangladesh
Securities and Exchange Commission and other
stakeholders is also trying to facilitate the trading of
Government-issued treasury bonds, which will open up
portfolio diversification opportunities for investors.

We aim to enhance our market share to 4.5% from the
current 4.0%, and secure our leading position in both
local and foreign markets. To attain this objective,
BESL's focus in 2020 will be to nurture the retail
segment. We plan to continue with our existing sales
campaigns and expect to capitalise on the distribution
networks of BRAC and BRAC Bank to reach out to

the wider public. Towards this extent, as a part of our
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strategy, BESL has increased its focus on the corporate
business wing. The focus for corporate business in
2020 will be to structure the segment and ride along
its growth curve, as a majority of corporate houses
currently manage their capital market investments

on an ad-hoc and unstructured basis and there exists
significant opportunity to cater to this market. BESL
intends to grab further market share in the foreign
segment as well. We intend to prioritise our client
service capabilities through superior trade flow
management, improved execution and further customer
engagement initiatives on the back of sales calls in
collaboration with our research team.

We are projecting the base case DSE market return in
2020 is to be around 10-12%. In bull case, the market
return can be around 15%. However, good scripts are
likely to stand out in the market and we expect them
to continue to drive valuations through their persisting
fundamentals and expansion in valuation multiples. We
are expecting 25% increase in daily average turnover
volume to Tk. 6.0 bn in 2020 in the DSE market. The
daily average turnover in 2019 was Tk. 4.8 bn.




BRAC EPL
INVESTMENTS LIMITED (BEIL)

%ﬁ_u 2009 f“"" 25

Year of establishment Workforce strength

I, Investment banking and portfolio management

K '+ Business engagement

BRAC EPL Investments Limited (BEIL), a Bangladesh-based public
limited company, is engaged in providing full-fledged investment
banking and portfolio management services. Since its inception in 2009,
BEIL has established a successful track record of executing and closing
even the most challenging transactions, including arranging structured
debt and equity facilities for leading local and foreign client companies.

Overview equity portfolio and boosting performance, thus

journeying towards its vision of maintaining credibility
Being a part of the prominent BRAC Group and as the preferred investment banking company of
anchored on the foundations of ethics, values and Bangladesh.

integrity, BEIL possesses a robust network of local and
global institutions, which enables seamless access to

. . , Key achievements, 2019
foreign and local capital. The company'’s longstanding

trust and partnership-based approach with regulators e  Acted as the lead arranger for the largest

and other external stakeholders, such as the stock power generation company of the Bangladesh
exchanges, auditors, lawyers, consultants,etc., has Government, raising Tk. 5,000 mn from bond
enabled business sustenance despite a challenging issuance through private placement.

external environment, while enabling us to steward our

ambitions in providing customised and impact-driven e  Raised Tk. 900 mn through issuance of preference
solutions to our clients. shares for the largest private power generation

company of Bangladesh.
Today, premised on sound experience gathered over

several market cycles, BEIL is strategically optimising e  Successfully received consent as Issue Manager
its business performance for profitability sustenance in from the Bangladesh Securities and Exchange
2020 and beyond. The businesses’ strategic focus areas Commission (BSEC) for the IPO (initial public
continue to encompass cost rationalisation, expansion offering) of the first-ever power sector bond

in fee-based income, complete elimination of negative to debut in the country’s capital markets.
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The subscription raised Tk. 1,000 mn and

was completed in 2019. The bond has since
commenced trading on both the stock exchanges
of the country from January 2020.

Products and services
Portfolio Management department

BEIL provides two types of portfolio management
services:

° Investor Discretionary Portfolio Management:
Investor discretionary account closely resembles a
BO (beneficial owner) account. In this regard,BEIL
provides two products: Cap Edge and Cap Cash.

° Manager Discretionary Portfolio Management:
Under manager discretionary account,BEIL
offersits Managed Cap Edge product, whereby the
authority to take all pertinent decisions regarding
most aspects of portfolio management vests with
the portfolio managers.

The fundamental difference between these two lines

of business comprises the legal discretion (or power

of security selection), portfolio construct, execution
timing and actual execution of trades. Most merchant
banks in Bangladesh provide only Investor Discretionary
Management Services, whereas BEIL is one of the

few companies in the country to provide both types of
services, thus widening the customer offering.

Structured Finance department

The Structured Finance department (SFD) widened its
scope further to include investment banking activities
in 2019. Moreover, the Corporate and Institutional
Banking department witnessed deeper transformation
during the year, with a revamped and reenergised team.
Under the able management of the top leadership

and with the new team, SFD closed two power project
mandates as issue manager and arranger during the
year.

Further, work on the IPO of the first-ever power sector
bond issue in the history of the capital markets was also
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undertaken during the year, and the bond will debut in
the stock exchanges of the country in January 2020. The
Structured Finance Department is also pursuings even
IPO/direct listing deals that are likely to be finalised by
first two quarter of 2020.

BEIL provides the following services under the
Structured Finance wing:

Structured Finance Services

Initial public offering Arrangement of debt

(IPO) securities

Repeat public offering  Arrangement of quasi-debt
(RPO) securities

Rights issue Syndicated loan

arrangement

Direct listing services Private equity placement

Underwriting services ~ Mergers and acquisitions

Capital raising Corporate advisory

Distribution networks

BEIL has seven offices, including a Corporate Head
Office, and six branches in Dhaka (Motijheel and
Gulshan), Chattogram, Sylhet, Chowmuhani and Cumilla.

Capital market outlook, 2020

After the bearish market trend throughout 2019,
when the DSEX, or the benchmark free float weighted
market index, lost 17.3% during the year, it is expected
that the market will witness further pressures in

2020, especially considering the economic impact

of Covid-19 driven by country-wide lockdowns.
However, Government stimulus measures may help in
reviving sentiment, in which case a turnaround can be
anticipated only later during the year 2020. Over the
long-term however, the Bangladeshi capital market
outlook remains favourable, considering the structural
strengths of the country, including sustained economic
growth rates, vibrant entrepreneurial landscape,
linkages with global supply chains, large domestic
market, etc., which is expected to drive capital buoyancy
over the foreseeable future.




BRAC SAAJAN
EXCHANGE LIMITED

%ﬁ_u 2008 f“"" 90

Year of establishment Workforce strength

99 Remittance services
\’I Business engagement

BRAC Saajan is one of the leading remittance providers for NRBs (non-
resident Bangladeshis) residing in the UK and Europe. The company
continued with its growth performance in 2019, with total remittance
to all receiving countries up by £62m (or 13%) to £542m. Remittance is
predominantly sent from the UK (£472m) and also from Italy (£29m),
Spain (£21m), Portugal (E9m) and France (£11m).

Overview ° Expanded the Risk and Internal Control function

and also invested in an enterprise-wide risk and
BRAC Saajan has emerged as an established name in AML oversight programme within the Risk and
remittance services across its target markets. At the Audit Committee (formed in 2018), with the
company, the primary driver of remittance growth in addition of further independent expertise. This
2019 comprised a boost in commercial aggregators' will support the company in its long-term growth
remittance volumes of £65m (41%). UK retail volumes aspirations and strategies.

rose by £6m (3%), although volumes in EU countries
declined by £9m (11%), mainly due to challenges in the
Italian economy, especially in the early part of the year.

° Invested significantly in human resources, with
the total headcount going up from 80 to S0 across
the UK and overseas.

Key achievements, 2019 e  Scaled up investments in EU operations across
premises and personnel to support both the

° Recorded an increase in turnover by 7% to about growth of the EU business, where significant
£7.4m, with the gross margin percentage staying opportunity exists on account of growing migrant
broadly similar to 2018 at 59%. Gross profit grew populations, and to combat any potential Brexit-
by 8% to £4.3m (2018: £4.0m). related adversities.

e  Continued with the focus on maintaining and e  Applied to the Portuguese regulator for
enhancing compliance standards through permission to act as an Authorised Payment
recruiting experienced officers and managers. Institution. Upon authorisation, the company will
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transfer the passporting of its European business
from the UK to Portugal.

Continued to augment IT infrastructure through
various investments and system improvements.
Some of the significant improvements include:

®  Online proposition — Re-launched our online
proposition to include both a traditional
online portal and a new mobile application.

° Data security — Initiated multiple user
access, data and information security
improvements to enhance data security.

Future outlook

Forecast of over 26% YoY remittance growth in
2020. The business expects continued strong

demand in commercial aggregator sales and
significant growth in both the UK and Italian retail
agent networks.

Roll out revamped online service across European
countries.

Spread service to more than 30 countries by 2022
as a strategic goal. To this end, the company is
exploring partnership opportunities to scale up its
reach into newer corridors.

Investment in compliance and governance will
continue to be a thrust area, aligned with evolving
regulatory requirements and the company’s own
growth aspirations.

Meet the emerging demand from customers
for non-cash remittance services. This is a key
initiative to reduce both risk and operating costs.

= 2018 m 2019

70

60
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CERTIFICATION ON
CORPORATE GOVERNANCE

|[HUSSAIN FARHAD & CO. Corprovate Office:

|CHARTERED ACCOUNTANTS @ - House # 15, Road # 12, Block # F, Nikeion
Culshan-1, Dhaka- 1212, Bangladesh,

W B (0T BEI60LET @ +8E 016 K112 6120

B - hic@hfe-bd.com & www.hfe-hd.com

Report to the Shareholders of
BRAC Bank Limited
on compliance on the Corporate Governance Code

We have examined the compliance status to the Corporate Governance Code by BRAC Bank
Limited (the "Company”) for the year ended on December 31, 2019, This Code relates to the
Notification No. BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June, 2018 of the
Bangladesh Securities and Exchange Commission.

Such compliance with the Corporate Governance Code is the responsibility of the Company.
Our examination was limited to the procedures and implementation thereof as adopted by the
Management in ensuring compliance to the conditions of the Corporate Governance Code,

This is a scrutiny and verification and an independent audit on compliance of the conditions of
the Corporate Governance Code as well as the provisions of relevant Bangladesh Secretarial
Standards (BSS) as adopted by the Institute of Chartered Secretaries of Bangladesh (ICSB) in so
far as those standards are not inconsistent with any condition of this Corporate Governance

Code.

We state that we have obtained all the information and explanations, which we have required,
and after due scrutiny and verification thereof, we report that, in our opinion:

a) The Company has complied with the conditions of the Corporate Governance Code as
stipulated in the above mentioned Corporate Governance Code issued by the
Commission;

b) The Company has complied with the provisions of the relevant Bangladesh Secretarial
Standards (BSS) as adopted by the Institute of Chartered Secretaries of Bangladesh
(ICSB) as required by this Code;

¢} Proper books and records have been kept by the company as required under the
Companies Act, 1994, the securities laws and other relevant laws; and

d) The Governance of the company is satisfactory.

Place: Dhaka; For Hussain Farhad & Co., Chartered Accountants
Dated: June (02, 2020 .
ME in FCA
Managing Partner
Member of
THE INSTITUTE
OF CHARTERED
“C_CDL_'IN_T‘NTS Chittagong Office:
e PRt Yunusco City Center (9th Floor), 807, CDA Avenve, Nasirabind, Chittugong 5 +88 (031) 2K59782 @8 cig@hic-bid.com ASNAP
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CORPORATE GOVERNANCE
COMPLIANCE REPORT

Status of compliance with the conditions imposed by the Notification No. BSEC/CMRRCD/2006-158/207/Admin/80,
dated 03 June 2018 issued under section 2CC of the Securities and Exchange Ordinance, 1969 is presented below:

Report under condition no. 9.00

Compliance Status

Directors

number of Directors in the company’s
Board shall be Independent Directors.

(Puty/in the
Condition No. Titles appropriate column) Remarks
. Not
Complied Complied

1.00 BOARD OF DIRECTORS
1.1 Board's Size | The number of the Board members of V The Board of BRAC Bank Ltd.

the company shall not be less than 5 (BBL) is comprosed of 06

(five) and more than 20 (twenty). Directors as on December 31,

2019.

1.2 Independent | (a) At least one fifth (1/5) of the total V There are three Independent

Directors in BBL Board as on
December 31, 2019, namely:
Dr. Ahsan H. Mansur, Ms.
Fahima Choudhury and Mr.
Kazi Mahmood Sattar.

(b) For the purpose of this clause “Independent Director” means a director-

(i) who either does not hold any share
in the company or holds less than one
percent (1%) shares of the total paid-up
shares of the company

Vv

Independent Directors have
declared their compliances

(ii) who is not a sponsor of the company
or is not connected with the company's
any sponsor or director or nominated
director or shareholder of the company
or any of its associates, sister concerns,
subsidiaries and parents or holding
entities who holds one percent (1%)

or more shares of the total paid-up
shares of the company on the basis of
family relationship and his or her family
members also shall not hold above
mentioned shares in the company:
Provided that spouse, son, daughter,
father, mother, brother, sister, son-
in-law and daughter-in-law shall be
considered as family member

Do

(iii) who has not been an executive of
the company in immediately preceding
2 (two) financial years

Do

234

ANNUAL REPORT 2019




Condition No.

Titles

Compliance Status
(Puty/ in the
appropriate column)

Not

Complied Complied

Remarks

(iv) who does not have any other
relationship, whether pecuniary or
otherwise, with the company or its
subsidiary or associated companies

Vv

Do

(v) who is not a member or TREC (Trading
Right Entitlement Certificate) holder,
director or officer of any stock exchange

Do

(vi) who is not a shareholder, director
excepting independent director or
officer of any member or TREC holder
of stock exchange or an intermediary of
the capital market

Do

(vii) who is not a partner or an executive
or was not a partner or an executive
during the preceding 3 (three) years

of the concerned company'’s statutory
audit firm or audit firm engaged in
internal audit services or audit firm
conducting special audit or professional
certifying compliance of this Code

Do

(viii) who is not independent director in
more than 5 (five) listed companies

Do

(ix) who has not been convicted by a
court of competent jurisdiction as a
defaulter in payment of any loan or
any advance to a bank or a Non-Bank
Financial Institution (NBFI)

Do

(x) who has not been convicted for
a criminal offence involving moral
turpitude

Do

(c) The independent director(s) shall be
appointed by the Board and approved
by the shareholders in the Annual
General Meeting (AGM)

Do

(d) The post of independent director(s)
cannot remain vacant for more than 90
(ninety) days

Do

(e) The tenure of office of an independent
director shall be for a period of 3 (three)
years, which may be extended for 1

(one) tenure only: Provided that a former
independent director may be considered
for reappointment for another tenure
after a time gap of one tenure, i.e., three
years from his or her completion of
consecutive two tenures [i.e. six years]:
Provided further that the independent
director shall not be subject to retirement
by rotation as per the Companies Act,
1994,

Do
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Condition No.

Titles

Compliance Status
(Puty/ in the
appropriate column)

Not

Complied Complied

Remarks

1.3 Qualification
of Independent
Directors:

(a) Independent director shall be a
knowledgeable individual with integrity
who is able to ensure compliance with
financial laws, regulatory requirements
and corporate laws and can make
meaningful contribution to the business

Vv

(b) Independent director shall have following qualifications:

(i) Business Leader who is or was a
promoter or director of an unlisted
company having minimum paid-up
capital of Tk. 100.00 million or any
listed company or a member of any
national or international chamber of
commerce or business association

Vv

(i) Corporate Leader who is or was a
top level executive not lower than Chief
Executive Officer or Managing Director
or Deputy Managing Director or Chief
Financial Officer or Head of Finance

or Accounts or Company Secretary or
Head of Internal Audit and Compliance
or Head of Legal Service or a candidate
with equivalent position of an unlisted
company having minimum paid-up
capital of Tk. 100.00 million or of a
listed company

(iii) Former official of government or
statutory or autonomous or regulatory
body in the position not below 5th
Grade of the national pay scale, who
has at least educational background

of bachelor degree in economics or
commerce or business or Law

(iv) University Teacher who has
educational background in Economics
or Commerce or Business Studies or
Law

(v) Professional who is or as an
advocate practicing at least in the High
Court Division of Bangladesh Supreme
Court or a Chartered Accountant or
Cost and Management Accountant

or Chartered Financial Analyst or
Chartered Certified Accountant or
Certified Public Accountant or Chartered
Management Accountant or Chartered
Secretary or equivalent qualification

(c) The independent director shall have
at least 10 (ten) years of experiences in
any field mentioned in clause (b)

236 ANNUAL REPORT 2019




Condition No.

Titles

Compliance Status
(Puty/ in the
appropriate column)

Not

Complied Complied

Remarks

(d) In special cases, the above
qualifications or experiences may be
relaxed subject to prior approval of the
Commission

Not Applicable

1.4 Duality of
Chairperson

of the Board

of Directors

and Managing
Director or Chief
Executive Officer

(a) The positions of the Chairperson of
the Board and the Managing Director
(MD) and/or Chief Executive Officer
(CEO) of the company shall be filled by
different individuals

Chairman- Dr. Ahsan H
Mansur,

CEO- Selim R. F. Hussain

(b) The Managing Director (MD) and/
or Chief Executive Officer (CEO) of a
listed company shall not hold the same
position in another listed company

(c) The Chairperson of the Board shall
be elected from among the non-
executive directors of the company

(d) The Board shall clearly define
respective roles and responsibilities
of the Chairperson and the Managing
Director and/or Chief Executive Officer

(e) In the absence of the Chairperson
of the Board, the remaining members
may elect one of themselves from
nonexecutive directors as Chairperson
for that particular Board's meeting;
the reason of absence of the regular
Chairperson shall be duly recorded in
the minute

1.5 The
Directors’ Report
to Shareholders

The Board of the company shall include the following additional statements or disclosures in the
Directors’ Report prepared under section 184 of the Companies Act, 1994 (Act No. XVIIl of 1994):

(i) An industry outlook and possible
future developments in the industry

v

(i) The segment-wise or product-wise
performance

Vv

(iii) Risks and concerns including
internal and external risk factors, threat
to sustainability and negative impact on
environment, if any

(iv) A discussion on Cost of Goods sold,
Gross Profit Margin and Net Profit
Margin, where applicable

(v) A discussion on continuity of any
extraordinary activities and their
implications (gain or loss)

Not applicable as no extra

ordinary gain or loss occurred

in this financial year
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Condition No.

Titles

Compliance Status
(Puty/ in the
appropriate column)

Complied

Not
Complied

Remarks

(vi) A detailed discussion on related
party transactions along with a
statement showing amount, nature of
related party, nature of transactions
and basis of transactions of all related
party transactions

Vv

The Director's Report complied
with the guideline

(vii) A statement of utilization of
proceeds raised through public
issues, rights issues and/or any other
instruments

Not applicable

(viii) An explanation if the financial
results deteriorate after the company
goes for Initial Public Offering (IPO),
Repeat Public Offering (RPO), Rights
Share Offer, Direct Listing, etc.

Do

(ix) An explanation on any significant
variance that occurs between Quarterly
Financial performances and Annual
Financial Statements

Not applicable as no
significant variance occurred
between Quarterly Financial
performances and Annual
Financial Statements

(x) A statement of remuneration paid
to the directors including independent
directors

The Director's Report complied
with the guideline

(xi) A statement that the financial
statements prepared by the
management of the issuer company
present fairly its state of affairs, the
result of its operations, cash flows and
changes in equity

Do

(xii) A statement that proper books of
account of the issuer company have
been maintained

Do

(xiii) A statement that appropriate
accounting policies have been
consistently applied in preparation of
the financial statements and that the
accounting estimates are based on
reasonable and prudent judgment

Do

(xiv) A statement that International
Accounting Standards (IAS) or
International Financial Reporting
Standards (IFRS), as applicable in
Bangladesh, have been followed in
preparation of the financial statements
and any departure there from has been
adequately disclosed

Do
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Compliance Status
(Puty/ in the

Condition No. Titles appropriate column) Remarks

Not
Complied

Complied

(xv) A statement that the system of i Do
internal control is sound in design and
has been effectively implemented and
monitored

(xvi) A statement that minority i Do
shareholders have been protected from
abusive actions by, or in the interest of,
controlling shareholders acting either
directly or indirectly and have effective
means of redress

(xvii) A statement that there is no i Do
significant doubt upon the issuer
company’s ability to continue as a going
concern, if the issuer company is not
considered to be a going concern, the
fact along with reasons there of shall
be disclosed

(xviii) An explanation that significant V Do
deviations from the last year's
operating results of the issuer company
shall be highlighted and the reasons
thereof shall be explained

(xix) A statement where key operating Vv Do
and financial data of at least preceding
5 (five) years shall be summarized

(xx) An explanation on the reasons if Not Applicable
the issuer company has not declared
dividend (cash or stock) for the year

(xxi) Board's statement to the effect V
that no bonus share or stock dividend
has been or shall be declared as interim
dividend

(xxii) The total number of Board i The Director's Report complied
meetings held during the year and with the guideline
attendance by each director

(xxiii) A report on the pattern of shareholding disclosing the aggregate number of shares (along
with name-wise details where stated below) held by:

(a) Parent or Subsidiary or Associated Vv The Director's Report complied
Companies 