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Everyday, at every
BRAC Bank branch
doors open and close
a million times or more.
Everyday, people walk
in through those
doors with personal
stories of hope,
change and ambition.
Helping bringing these
stories alive is what we
believe is our mission.
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Award &
Achievement




A fully operational Commercial Bank, BRAC Bank focuses on
pursuing unexplored market niches in the Small and Medium
Enterprise Business, which hitherto has remained largely
untapped within the country. Through our team of 6,061
employees, BRAC Bank offers a broad range of products and
services, including SME, Retail, Commercial and Corporate
banking to more than 6.5 lac customers.

Total operating profit

BD'T 3,174 million

BRAC Bank received the prestigious Business Award styled DHL-

DHL - DAILY STAR BANGLADESH BUSINESS AWARD

Daily Star Bangladesh Business Award 2008 as ‘Financial Institution
of the Year’ for its innovation in products, services, financial
performance/ productivity, company management and contribution
to Bangladesh’s development. BRAC Bank is a full fledged
commercial bank; yet, it has significantly contributed in the
development of the SME sector by creating a unique model of
collateral free SME lending, which enabled the SME entrepreneurs
(the missing middle) to get easy access to finance. Furthermore, with
its wide distribution network, BRAC Bank reached the greater
population even at the distant corners of Bangladesh.

On behalf of the Bank, Mr. Muhammad A. (Rumee) Ali, Chairman of
BRAC Bank Limited received the award from Dr. Saleh Uddin
Ahmed, Governor, Bangladesh Bank and the chief guest of the award
giving ceremony.

BRAC Bank receives National Award as the Highest VAT payer for the
financial year 2007-2008.

Snapshot : 2008

®  Profit before tax BDT 2,023 million
®  Profit after tax BDT 973 million

®  (Capital Adequacy Ratio 12.76%

®  Deposits grew by 55%

®  loans & Advances grew by 62%

®  The growth rates of both Deposits &

BRAC Bank receives ICAB National Award for one of the Best Published advances of the bank are believed to be the

Accounts and Reports 2007.

highest in industry.
®  Total Assets grew by 56%

®  Return on average shareholders’ equity

22.88%
®  Price earnings ratio 13.29

®  Net Asset Value per share BDT 312

®  Earnings per share (EPS) 62.30
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To

All Shareholders

Bangladesh Bank

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

Chittagong Stock Exchange Limited

Sub: The Annual Report for the year ended December 31, 2008
Dear Sir (s)

We are pleased to enclose a copy of the Annual Report together with the Audited Financial
Statements as at December 31, 2008 for your kind information and record.

Yours sincerely

i

Rais Uddin Ahmad

Company Secretary

Letter of
Transmittal



Forward Looking Statement

Certain sections of the Annual Report contain forward looking statements that are based on management’s

29 66 plans,”

anticipates,” “

expectations, estimates, projections and assumptions. Words such as “expects,
“believes,” “scheduled,” “estimates” and variations of these words and similar expressions are intended to
identify forward-looking statements, which include but are not limited to projections of revenues, earnings
and cash flows. These statements are not guarantees of future performance and involve certain risks and
uncertainties, which are difficult to predict. Therefore, actual future results and trends may differ materially

from what is forecast in forward-looking statements due to a variety of factors, which are:

® National political and economic conditions;
¢  Changing in national budget;

¢  Changing customer demand or preferences for business, including the effects of economic conditions on
the business;

Changing government policy issues viz.
Withholding Tax, VAT on banking services
Corporate tax rate

CRR and SLR of the banks

Lending rates to finance essential items;

NN NN

Provisioning requirement would change the ROA and ROE;

®  Volatility in interest rate;
®  Volatility in capital market;

¢ (Change in international prices of essential which is growing pressure on foreign exchange market resulting
to volatility in Foreign Exchange market;

® International embargo on certain countries is likely to affect remittances and trade;

® Risk management of lending portfolio often require stress testing which are based on sophisticated
mathematical tools and cannot solely be dependent on existing MIS. The level of technology in banking
industry is yet to acquire that sophistication.

|07
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Notice of the
Tenth Annual
General Meeting

NOTICE IS HEREBY GIVEN, that the TENTH Annual General Meeting (AGM) of BRAC Bank Limited will
be held on Sunday, 17 May 2009 at 9.30 a.m. at Bashundhara Convention Centre (BCC), Bashundra
Residential Area Dhaka-1229, to transact the following businesses:

AGENDA

AGM-10-01-2009: To receive, consider and adopt the audited financial statements for the year ended
December 31, 2008 and the Auditors’ and Directors’ Reports;

AGM-10-02-2009: To declare dividend for the year ended 31st December2008;

AGM-10-03-2009: To elect/ re-elect Directors;

AGM-10-04-2009: To appoint auditors of the Company for the year 2009 and to fix their remuneration;

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

By the order of the Board

Rais Uddin Ahmad April 19, 2009
Company Secretary

NOTES:

a) The “Record Date” is 05 April 2009.

b) The shareholders whose name would appear in the Register of Members of the Company on the Record
Date shall be entitled for the dividend.

¢) A member eligible to attend and vote at the Annual General Meeting may appoint a proxy to attend and
vote on his/her behalf. Proxy form must be affixed with revenue stamp of Taka 10.00 and submitted to
the Registered Office of the Company not later than 72 hours before the time fixed for the Annual
General Meeting.

d) Election of Directors will be dealt in terms of Articles of Association of the Company and relevant
Rules/Circular in force.

e) Shareholders and Proxies are requested to record their entry at the AGM well in time. No entry will be
recorded after 9:30 a.m.



Corporate Vision

Building a profitable and socially responsible financial institution focused on Market and Business with
growth potential, thereby assisting BRAC and stakeholders build a “just, enlightened, healthy, democratic
and poverty free Bangladesh”.

Corporate Mission

Sustained growth in ‘Small & Medium Enterprise’ sector

Continuous low-cost deposit growth with controlled growth in Retail Assets

Corporate Assets to be funded through self-liability mobilization. Growth in Assets through Syndications
and Investment in faster growing sectors

Continuous endeavor to increase non-funded income

Keep our Debt Charges at 2% to maintain a steady profitable growth

Achieve efficient synergies between the bank’s branches. SME unit offices and BRAC field offices for
delivery of Remittance and Bank’s other products and services

Manage various lines of business in a fully controlled environment with no compromise on service quality
Keep a diverse, far flung team fully motivated and driven towards materializing the Bank’s vision into
reality

Core Values

Value the fact that we are a member of the BRAC family

Creating an honest, open and enabling environment

Have a strong customer focus and build relationships based on integrity, superior service and mutual
benefit

Strive for profit & sound growth

Work as a team to serve the best interest of our owners

Relentless in pursuit of business innovation and improvement

Value and respect people and make decisions based on merit

Base recognition and reward on performance

Responsible, trustworthy and law-abiding in all that we do

Vision | Mission

Core Value

[09
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Corporate Chronicle & Information

e Registered Office : 1, Gulshan Avenue, Gulshan-1, Dhaka-1212
e Company Registration Number : C-37782 (2082) of 1999
e Inauguration of Banking Operations: 4th July 2001
e First SME unit office: 1st January 2002
e Signing with Shore Cap as investor: 29th December 2003
e Signing with IFC as investor: 08th May 2004
e First ATM installed: 3rd April 2005
e Preferential share issued: 31st January 2006
e Signing with infosys and 3i infotech for changing
Bank’s IT platform: 1st August 2006
e 24x7 Phone Banking Opening: 9th September 2006
e Initial public offering of shares held in 2006
e Listing with CSE: 24th January 2007
e Listing with DSE: 28th January 2007
e Commencement of share trading in
DSE and CSE: 31st January 2007
e Credit Card launching: February 06, 2007
e 2500 remittance deliver point
Gulshan-1, Dhaka-1212
e Introduced Probasi Banking: April 14, 2007
e Launching of Travel Related Services (TRS) : November 01, 2007
e Launching of Omnibus with 12 member banks : November 20, 2007
e Auditor
KPMG, Rahman Rahman Huq,
Chartered Accountants, 9 Mohakhali C/A
(11" & 12" Floor), Dhaka- 1212
e Legal Advisor
Law Valley
Shajan Tower, Commercial Block
Suit - 202 (First Floor),
4 Segunbagicha, Dhaka-1000
e Tax Advisor
e KPMG, Rahman Rahman Hugq,
Chartered Accountants, 9 Mohakhali C/A
(11" & 12" Floor), Dhaka- 1212

o 1L SME service center : Elephant Road, Dhaka

e Right share subscription : 13 - 31 July 2008

e 50" Branch : Bashundhara

e 100" ATM : Alliance Franciase, 26 Mirpur Road

e 500,000 Customer achieved on 11" May, 2008

e 10,000 Crore Fund Under Management 29" July, 2008
o E-Lobby : 30" April, 2008



Financial Goals & Achievements

Financial Indicator

Return on average equity (ROE)
Return on average assets (ROA)
Growth in Operating Profit
Growth in profit after tax
Growth in Total Assets

Capital Adequacy Ratio

Goals

Over 20%
Over 2%
Over 60%
Over 35%
Over 50%

Over 12%

2008
22.88%
1.64%
63.14%
60.03%
56.18%

12.76%

2007
23.83%
1.62%
85.24%
79.29%
54.55%
12.28%

Achievements
2006
23.05%
1.43%
81.03%
107.35%
77.83%

13.53%

2005
28.07%
1.43%
80.88%
41.94%
68.51%

9.39%

[11

2004
20.14%
1.36%
467.26%
600.00%
120.50%
10.15%



Chairman’s

Message




Dear Shareholders

I have great pleasure in welcoming you to the 10th Annual General Meeting of BRAC Bank Limited. I express
my heartfelt gratitude to you for your continued support and cooperation.

The world economy has changed since September 2008. What began as a slump in the US housing sector is
now a global crisis, spreading to both rich and poor economies. Many believe that this may go down in history
as the worst crisis since the Great Depression of the 1930s wiping out almost 10 trillion US dollar worth of
value from stock markets over the past months.

Governments across the world have taken multiple initiatives/measures to mitigate the impact of financial
crisis. In the US, Congress adopted a massive bailout plan with taxpayers’ money. It initially approved to buy
$1.5 trillion worth of bad mortgages and other assets from the troubled banks which would wipe out debts
from their books with the hope that they will be able to start lending more freely again. The International
Monetary Fund (IMF) has urged the major central banks to provide direct support to the banking system,
saying some $657 billion would be needed in the next few years. Several meetings have already taken place
regarding the restructuring of the global financial system and more are scheduled in the near future.

Global consequences of the financial crisis includes sharp fall in exchange rates of most of the currencies
against the US dollar, despite ongoing recession in the US territory, sharp decline in global stock markets, fall
in property prices in many western countries, sharp rise in unemployment in the US, payroll employment in
the US fell by 524,000 over the month of December 2008 and by 1.9 million over the last 4 months of 2008.
Currently, unemployment rate in USA is estimated to be around 7.2%. Some projections made by IMF in its
World Economic Outlook, October 2008 indicate that world economic growth will slow down to 3.9% in 2008
and 3.0% in 2009 from the relatively robust growth of 5.0% in 2007.

Bangladesh, though not fully integrated with global economy as many developed countries, still has to depend
significantly on foreign trade. More significantly, its exports including readymade garments, shrimps, leather,
etc are heavily dependent on the western consumer demand. Therefore, falling employment and declining
income of the average consumers in the USA and Europe are bound to have serious impacts on our export

[13
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potentials. This may impact negatively the export of Bangladeshi low-skilled manpower following declining oil
prices, with potential depression in infrastructural development activities in the Middle-East & Far East.
One positive thing is the falling price of oil and commodities in the international market. This will dampen
inflationary pressures in Bangladesh economy.

2008 was an exceptionally challenging year for the global economy, for the world’s financial markets, for the
banking sector. Political turmoil, soaring commodities price, labor unrest, global economic downturn have
impacted our national economy. But we were less affected by these negative impacts than some other major
banks in Bangladesh, as you have elected a competent and efficient Board of Directors to oversee the
activities of the Bank.

Small Enterprises play a crucial role in the global economy. In Bangladesh around 95% of all business units
of Bangladesh are in the Small Enterprise category. As you know BRAC Bank was formed primarily to assist
small entrepreneurs. The aim of Sponsors of BRAC Bank Limited was to create jobs for poor people in rural
Bangladesh. Entrepreneur can start their own business, but our loans help to create additional employment.
Being the pioneer in Bangladesh to patronize the SME sector, from the very inception, your bank has
distributed loan to 192,754 small entrepreneurs. In 2008 we have distributed loans to 80,000 small
entrepreneurs amounting to Tk 37000 million, which is higher by 16000 million from the previous year. So far
we have 429 SME unit offices and in the year 2008, we have converted 30 SME Service Center, with the kind
permission of Bangladesh Bank. For the year 2009 Bangladesh Bank has already given us permission to
convert 30 more SME unit offices to Service Centers.

Your BRAC Bank is expanding it’s business rapidly to reach the doorsteps of our valuable clients. As a part
of this, we now have 56 Branches; opening 20 branches in 2008. We have been allowed, by Bangladesh Bank,
to open 15 more branches across the country in 2009. Beside this, in 2008 we have opened 67 ATM booths to
reach 150. We have 951 POS Terminal, 25 Cash Deposit Machines and 1900 Remittance Delivery points
across the country. Not only have we expanded the braches and SME centers but also launched many new
and innovative products for all segments of the customers. In 2008, your Bank has recruited 1881 new
personnel and provided training to 3665 people both locally and abroad.

Your Bank has also played a proactive role in the community that we serve in by participating in Corporate
Social Responsibility activities like sponsoring Autism Awareness Program, set up a ‘Short Stay Ward’ at
ICDDRB, sponsored programs like Ekushey Boi Mela, Pohela Boishakh Program, Jatio Haor Utshab,
National Bird Festival etc.

Financially, your Bank turned in a solid performance. We took advantage from the favorable and
unfavorable conditions to enable us to reach a strong position. Our strength, confidence and your
cooperation helped us to make 63% growth in operating profit. In 2008, our total assets stood at 72 billion. In
2007 it was 46 billion. Growth rate is 60%. During the year our total deposits 58 billion. Last year, it was 37
billion. Growth rate is 55.23%. In 2008, our operating profit stood at 3173.90 million. Growth rate is 63.14%
from the previous year. Our Net Profit was 973.45 million in 2008, which is 57.43% higher from last year.
The earning per Share (EPS) is 62.30. Previous year, it was 42.30. The growth rate is 47.28%.

According to Bangladesh Bank guidelines each Bank is required to maintain a minimum capital of 10% of
their total risk-weighted assets. On the other hand, Bangladesh Bank also instructed to maintain minimum
4000 million capital of which minimum Tk. 2000 million will be in paid up capital by 2011 for implementation
Basel-II to create an international standard that banking regulators can use to create regulations about how
much capital banks need to put aside to guard against the types of financial and operational risks the banks
face.

To expand our business as well as to meet relevant capital adequacy requirements, we have issued Rights
Shares for BDT 264.0 million and bonus Shares for BDT 120 million. In 2008 our Paid up capital reached
taka 1584.0 million. Capital adequacy ratio stood at 12.76 of total Risk weighted Assets (RWA). But this fund
is not enough for the continuous expanding business. Therefore, to meet this capital adequacy as well as to
run our business smoothly for 2009 and beyond, we are going to issue Subordinated convertible bond as tier-
IT capital, subject to the approval of the Regulatory Body. The bond issue size is BDT 30 billion. The face
value is BDT 1,000 each.



Your Bank has a strong operating platform and a clear, focused strategy. Tight management of risks, capital
and costs will continue to be a priority. We have built leading positions in our core business and well-placed
to benefit from better quality of assets. We will continue to develop our stable business. While continuing to
pursue business targets, your Bank is committed to maintaining a high standard of Corporate Governance in
the operations of the Bank. A report on the activities of the Board Audit Committee is enclosed in the Annual
Report.

The year 2008, World Stock markets sank amid concerns about the length and depth of the global economic
downturn and renewed fears about the financial industry. There was some disquiet for the shaky share price
of BRAC Bank Limited. But if you compare it with our contemporary Banks, we are in a strong position in
comparison with our peer group banks. You can find more information in the Directors Report.

You know that we had signed a memorandum of understanding with GSP Finance Company (Bangladesh)
Limited to acquire 51% shares of its share, with a view to expand our business in a different area. In
compliance with all legal & regulatory requirements in the interest of the shareholders, naturally we
proceeded with caution, as we are the trustee of the company’s shareholders. Due to difference in position on
some key areas like management control and indemnification of past liabilities, BBL and GSP could not reach
an agreement to finalize the deal. Accordingly BBL has decided not to proceed with the transaction and
withdrew its offer of acquiring the GSP shares.

In closing, I would like to thank all our Directors for their guidance and support. I also would like to thank to
our respective shareholders, clients, patrons, well wishers, and all employees for their continued support and
cooperation, without which the bank would not be able to achieve its present position. As we continue our
work to deliver ever-higher standards of service and performance for our customers, our Shareholders,
stakeholders and our communities, we look forward to your continued cooperation and support for 2009.

I would like to express my gratitude to the Government of Bangladesh, the Bangladesh Bank, the Securities
and Exchange Commission, the Registrar of Joint Stock Companies & Firms, the Dhaka Stock Exchange and
the Chittagong Stock Exchange and Central Depository Bangladesh Limited for all their support.

Finally, we would like to express our firm commitment to continue our effort to work towards enhancing long
term shareholder value.

Muhammad A. (Rumee) Ali

Chairman

|15



Managing Director &

CEO’s Message



Dear Shareholders

It gives me immense pleasure to welcome you to the 10th Annual General Meting of the Bank. I am pleased to
place before you some of the highlights of the bank in 2008. During the year, we continued to move towards
successful accomplishment of our strategic goal to grow the company and strengthen the shareholder’s value.

In 2008, the global economy started to slow down. The country was gradually impacted by the world financial
crisis. Political transition and soaring commodities prices influenced our national economy. Despite the
challenges, your bank had grown significantly in term of business and distribution channel.

2008 was yet another year of success of BRAC Bank Ltd. During the year, we continued to retain the growth
in every sector. Your bank is the undisputed leader in SME banking in Bangladesh with a strong Retail and
Wholesale Banking presence.

In the past year, your bank continued to maintain remarkable business growth to extend our horizon in line
with our vision. In 2008, despite the challenge in the economic arena, the bank grew its assets by 56.18& and
deposits by 54.70% while the industry growth was 16.03% in deposit and 18.84% in assets. The Bank earned
3.173 billion operating profit in 2008 which is 63.14% higher than previous year. Our net income stood at
973.45 million which is 57.43% higher from the last year. In 2008 our EPS stood BDT 62.30 and in 2007 it
was BDT 42.30. Growth rate is 47.28%. Our total assets growth is 56.18%. We have every confidence that
our profits will continue to increase in the years to come.

We are continuously expanding our business to reach at the doorsteps of our valued clients and stakeholders.
As part of this, in 2008 we had increased our branches network to 56 by opening 20 new branches and opened

67 ATM booths to reach 150 ATMs.

Since the inception BRAC Bank is working on perusing unexplored market niches in the Small and Medium
Enterprise, which hitherto has remained largely untapped within the country. To flourish this unexplored
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market, in 2008 we had opened 30 SME Service Center. We also had opened 37 SME Unit offices to reach 429
unit offices, the largest bank in Bangladesh. We hold the undisputed number one position in the SME sector
in Bangladesh. We are also permitted to open another 30 SME service center in 2009. Your Bank now has one
of the largest distribution networks to reach its customers in the country.

We continued to draw talented and dynamic professionals from the industry to further strengthen our pool of
human resources. As part of this, in 2008 the appointment of a few senior executives have resulted in further
strengthening the bench strength of the Management of the Bank.

In 2008 we received the prestigious ICB award for publish Annual Report 2007 from the Institute of
Chartered Accountants Bangladesh (ICAB). We also received the highest VAT payer Bank from the National
Board of Revenue (NBR) on the last fiscal year.

All the support areas had contributed significantly in helping the business attain the results by providing the
critical assistance they required in terms of people, technology, solutions back office processing MIS, etc. The
list goes on and on and it is impressive. All of us should be proud of this achievement.

I am absolutely confident that we will also be on track in 2009. We are developing a host of knowledge and
financial services to help our valuable clients. I look forward to even greater achievements in the year ahead.

I want to thank our Board of Directors for their guidance, support and leadership and convey my sincere
appreciation to the management and staff of BRAC Bank for their dedication and hard work. I would like
thank to our respected shareholders and all the stakeholders for their trust in the management and employees

of BRAC Bank Ltd.

A

MW

7

A. E. A. Muhaimen
Managing Director & CEO
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Directors’

Report




Global Economy

As stated in the World Economic Outlook (October 2008), IMF stated that the world economy is now entering
a major downturn in the face of the most dangerous shock in mature financial markets since the 1930s.
Against an exceptionally uncertain background, global growth projections for 2009 have been marked down
to 3 percent, the slowest pace since 2002, and the outlook is subject to considerable downside risks. The
major advanced economies are already in or close to recession, and, although a recovery is projected toward
the end of 2009, the pickup is likely to be progressive gradual, held back by continued financial market
deleveraging. In this context, elevated rates of headline inflation should recede quickly, provided oil prices
stay at or below current levels. The emerging and developing economies are also slowing, in many cases, to
rates well below trend, although some still face significant inflation pressure even with more stable commodity
prices. The immediate policy challenge is to stabilize global financial markets, while nursing economies
through a global downturn and keeping inflation under control. Over a longer horizon, policymakers will be
looking to rebuild firm underpinnings for financial intermediation and will be considering how to reduce
procyclical tendencies in the global economy and strengthen supply demand responses in commodity markets.

On an average annual basis, global growth is expected to be moderate, from 5.0 percent in 2007 to 3.9 percent
in 2008 and 3.0 percent in 2009; its slowest pace since 2002. The advanced economies would be in or close to
recession in the second half of 2008 and early 2009, and the anticipated recovery later in 2009 will be
exceptionally gradual by past standards. Growth in most emerging and developing economies would
decelerate below trend. On the inflation front, the combination of rising slack and stabilizing commodity
prices is expected to contain the pace of price increases, bringing inflation back below 2 percent in 2009 in
advanced economies. In emerging and developing economies, inflation would be more gradual, as recent
commodity price increases continue to feed through to consumers.

The growth of world trade volume in 2008 is projected to decline to 4.9 percent compared with 7.2 percent in
2007, which is lower than previous forecasts. The growth of exports from both the advanced economies and
other emerging market and developing countries are projected to decline to 4.3 percent and 6.3 percent
respectively in 2008 and also lower than previous forecasts. The growth of imports for both the advanced
economies and other emerging market and developing countries are projected to decline in 2008. The U.S.
current account deficit is projected to decline at around 5 percent of GDP in the first half of 2008, as it
benefits from recent real effective depreciation of the U.S. Dollar. However, dollar appreciated significantly
during October 2008. If this trend continues, current account deficit as percentage of GDP for US may rise
again.

Inflation risks will likely remain elevated for some time, even if commodity prices exert less direct inflation
pressure than during the past year and a half, because the adjustment to the large increase in relative
commodity prices is still in train. There have already been second-round effects in some economies and some
others remain at risk. Emerging and developing economies are generally more vulnerable to the main risk
factors, including having a large share of commodities in final expenditure and having less-credible monetary
management.

Looking forward in 2009, in the face of financial crisis entering a new, more severe stage in September 2003,
the global economy is projected to slow further to 3.0 percent growth, 0.9 percentage point lower than the
July 2008 World Economic Outlook projection, with slowed activity in the advanced economies, while growth
will also moderate in the emerging and developing economies. Output growth forecasts have been revised
downward in all of the countries of advanced economies where growth would be negative in Italy, Spain and
the UK. Among other emerging markets and developing countries, growth is expected to ease but remain at a
high level: China is projected to grow at 9.3 percent in 2009, driven by strong domestic demand and a rapidly
rising current account balance. South Asia’s (Bangladesh, India, Pakistan and Sri Lanka) growth rate is also
expected to be quite robust. The world trade volume is projected to grow at a lower rate by 4.9 percent in
2008 compared with 7.2 percent in 2007. With the projected decline in non-fuel commodity prices, inflation is
projected to decline in both advanced economies and emerging market and developing economies.
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Bangladesh Economy

As stated in the Annual Report of Bangladesh Bank, During FY08 (July 2007 - June 2008), the Bangladesh
economy showed signs of resilience by maintaining a satisfactory growth momentum in the face of repeated
floods and cyclone Sidr and a spike in oil prices, rice and most commodities in the global market. The
Government and the Bangladesh Bank continued to adopt policies in bringing the economy back to its growth
momentum. The Government’s growth stimulating and poverty reduction programmes coupled with prudent
monetary policies of BB contributed toward a strong real GDP growth of 6.2 percent in FY08, slightly lower
than 6.4 percent of FY07. Economic growth was also aided by rapid growth in exports and surging
remittances. Inflation was on uptrend during FY08 due mainly to rising import prices of fuel oil, food grains
and some other essentials in the international market; and lower growth of crop production. To stave off the
uptrend in inflation, the monetary policy stance pursued by the Bangladesh Bank aimed at stabilizing the
exchange rate of Taka. The annual average inflation increased modestly to 9.9 percent in June 2008 from 7.2
percent in June 2007, while 12-month consumer price inflation on point to point basis increased over the same
period to 10.0 percent. Broad money (M2) grew by 17.6 percent in FY08, which was higher than the 17.0
percent growth recorded in FY07 and also higher than the target under the programme. Total domestic credit
grew by 21.8 percent, while credit to private sector increased by 24.9 percent in FY08 reflecting increased
economic activities in the real sector. In U.S. dollar terms, export earnings recorded a strong growth of 15.7
percent, while the growth of import payments was high at 25.6 percent. At the same time, remittances from
non-resident Bangladesh nationals increased substantially by 32.4 percent. The country’s external current
account balance continued to record a significant surplus with a substantial increase in remittances more than
offsetting widened trade deficit and service deficit. A significant surplus in current account balance and a
surplus in capital account more than offsetting a deficit in financial account led to a sizeable surplus in the
overall balance, albeit lower than surplus of FY07, which helped improve the international reserve position.

GDP

The 6.2 percent real GDP growth in FY08 was underpinned, on the supply side, by a moderate growth in the
agriculture sector and continued strong growth in the industry sector and in the service sector. Growth rate in
the agriculture sector achieved a moderate growth of 3.6 percent in FY08 following two consecutive floods,
cyclone Sidr and a widespread outbreak of the avian flu in the country, resulting mainly from a lower growth
in animal farming, and crops and horticulture sub-sector. Forest and related services sub-sector attained a
slightly higher rate of growth in FY08.

The industry sector attained a satisfactory growth of 6.9 percent in FY08, but this was lower than 8.4 percent
of FY07. The growth was supported mainly by sustained growth in export oriented manufacturing activity
and expansion in domestic demand. There was a sustained growth rate increase in the mining and quarrying
sub-sector. The growth rate of power, gas and water supply sub-sector was 4.9 percent in FY08 as compared
to 2.1 percent in FY07 due mainly to an upward trend in gas output. The growth rate in construction sub-
sector declined to 5.9 percent in FY08 from 7.0 percent in FY07 reflecting slowdown in private and public
construction due to high price of construction materials as well as downsizing of the Annual Development
Programme. Overall the services sector grew by 6.7 percent in FY08, slightly lower than 6.9 percent recorded
in FY07 and remaining well above the trend level. Despite some fluctuations, the growth was fairly well
spread in the different sub-sectors. Increase in industrial output and trade-related activities underpinned the
services sector growth in FY08. Transport, storage and communication sub-sector made a higher growth in

FYo08.

On the demand side, the growth was broad based reflecting expansion in all major components. Real domestic
demand increased by 6.0 percent in FY08, compared with 6.6 percent of FY07. Of the two components of
domestic demand, consumption and investment grew by 5.9 percent and 6.4 percent respectively in FY08,
against 5.9 percent and 8.5 percent in FY07. Exports of goods and services posted growth of 16.9 percent in
FY08, compared to 15.2 percent in FYO07.



CPI & Inflation

The annual average rate of inflation (12-month annual average CPI, 1995-96=100) decreased to 8.90 percent
in December, 2008 from 9.11 percent of December, 2007. The rate of inflation on point to point basis also
decreased to 6.03 percent in December, 2008 from 11.59 percent of December, 2007.

Trade balances

Trade balance recorded a larger deficit of US$2974 million during July-December, 2008 compared to the
deficit of US$2227 million during July-December, 2007. Despite larger current transfers of US$4874 million,
current account balance recorded a surplus of US$232 million during July-December, 2008 against the
surplus of US$298 million during July-December, 2007. The overall balance also showed a surplus of US$489
million during July-December, 2008 against the surplus of US$44 million during July- December, 2007.

Remittances

Remittances in 2008 stood higher at US$8,979.00 million against US$6,557.81 million of 2007. This was,
however, higher by US$2,421.19 million or 36.92 percent against US$6,557.81 million of 2007.

Imports

Import payments during July-December, 2008 increased by US$2231.60 or 23.25 percent to US$11831.50
million compared to US$9599.90 million during July- December, 2007. Of the total import payments during
July-December, 2008, imports under Cash and for EPZ stood at US$11320.70 million, imports under
Loans/Grants US$42.60 million, imports under direct investment US$40.60 million and short term loan by
BPC US$427.60 million.

Settlement of import LCs during July-December, 2008 increased by US$2037.02 million or 22.44 percent to
US$11115.39 million against US$9078.37 million during July-December, 2007. Fresh opening of import LCs
during July-December, 2008 increased by US$454.56 million or 4.24 percent to US$11176.65 million against
US$10722.09 million during July-December, 2007.

Exports

Export receipts during July-December, 2008 increased by US$1258.78 million or 19.38 percent to
US$7754.70 million as compared to US$6495.92 million of July-December, 2007.

Foreign Exchange Reserve

Gross foreign exchange reserves of the Bangladesh Bank as at December, 2008 stood higher at US$5787.80
million than US$5514.58 million reserves as of end December, 2007. Gross foreign exchange balances held
abroad by commercial banks as at December 2008 were higher at US$404.85 million than the balance of
US$389.03 million as of end December, 2007.

Broad money

Broad money recorded an increase of Tk.23184.00 crore or 9.32 percent during July-December, 2008 against
the increase of Tk.19216.80 crore or 9.09 percent during July-December, 2007. Of the components of broad
money, currency outside banks rose by Tk.4861.50 crore or 14.87 percent and deposits increased by
Tk.18322.50 crore or 8.48 percent; of which, time deposits increased by Tk.17785.90 crore or 9.39 percent.
However, demand deposits increased by Tk.536.60 crore or 2.02 percent.
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Domestic credit

Domestic credit recorded an increase of Tk.21638.90 crore or 8.70 percent during July-December, 2003
against the increase of Tk.19216.80 crore or 9.09 percent during July-December, 2007. The rise in domestic
credit during the period under report was due to the significant rise of private sector credit by Tk.14396.70
crore or 7.57 percent. In the component of credit to the public sector, credit to the Govt.(net) increased by
Tk.5323.20 crore or 11.33 percent and credit to the ‘other public sector’ increased by Tk.1919.00 crore or
16.50 percent.

Changes in Monetary and Credit Regulations
The major policy measures taken in monetary and credit fronts in FY08 were as follows:

Due to devastating cyclone and tidal upsurge in the country, massive damage in the agricultural sector took
place. In this backdrop, to reduce the sufferings of the affected farmers, following decisions were taken
regarding agricultural credit operations. a) Agricultural credit disbursement activities should be strengthened
in the cyclone affected areas. b) Affected farmers should be provided new loan as early as possible after
rescheduling old loan by relaxing conditions for down payment of overdue loan. ¢) High official of concern
banks will ensure proper disbursement of credit by visiting the field. d) The bank will arrange proper
monitoring so that any affected farmer does not face any delay in getting the loan and/or is not harassed. In
this view, nationalized commercial banks and agricultural banks will set up “Complaint and Loan Monitoring
Cell” and will monitor the issue regularly. e) Bangladesh Bank should be informed regarding agricultural
credit disbursement activities on a fortnightly basis.

Relaxation of credit norms for Agricultural/Rural Credit Programme has been made due to uptrend in the
price of agricultural inputs. In general, banks will follow the credit norms in determining the amount of loan,
disbursement of loan, and loan repayment schedule, but may increase/decrease the amount of loan fixed for
different crops for a maximum of 20 percent instead of 10 percent considering actual credit demand of the
farmers.

Banks/Financial Institutions have been advised to give more endeavor and advised to invest their excess
liquidity in different emerging productive SME sectors including women entrepreneurs. In this regard, banks
and financial institutions are advised to finance at least 40 percent of total amount to loan ascertained for the
SME sector to small entrepreneurs and the rest to medium entrepreneurs. Moreover, banks/financial
institutions have been advised to take assistance of NGOs in selection of borrowers, disbursements and
recovery of credit in order to reduce supervision cost in credit disbursement and recovery. In addition,
Bangladesh Bank has taken a decision in principle to accord permission for opening SME Service Centres. As
a latest step, for the necessity of strengthening, encouraging and expanding SME sector, fund for “Refinance
Scheme for Small Enterprise Sector” has been raised from Taka 300.00 crore to Taka 500.00 crore with effect
from 12 June 2008.

With a view to meeting the growing demand by the lower and middle income people in the urban areas for
housing, the Bangladesh Bank has undertaken a scheme named “Refinance Scheme for Housing” in order to
provide refinance facility to banks and financial institutions against loans provided to buy/build new
apartment for only own residential purpose.

New Capital Accord (Basel II) will be implemented from early 2009. In this regard, on the basis of
quantitative impact study (QIS) conducted by the Bangladesh Bank to assess the readiness of banks for
implementing Basel 11, an action plan/roadmap has been finalized and approved by the competent authority
and has been sent to banks for gearing up the efforts of implementing Basel II.

Fund allocation for woman entrepreneurs under the Refinance Scheme for Women Entrepreneurs of Small
and Medium Entrepreneurs (SME) of Bangladesh Bank has been raised from 10 percent to 15 percent with a
view to extending participation of women entrepreneurs in industrial development of the country and to
ensure availability of credit by more women entrepreneurs for establishing industry and to operate business
activities. Out of this 15 percent fund, 40 percent will be allocated for small women entrepreneurs.

With a view to encouraging transaction of government securities after issuance and to establish a more






