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The Baily Star

SIBL Focuses on

grassroots to build
up deposit base

Zafar Alam
Managing Director and CEOQ, SIBL.

Social Islami Bank Ltd (SIBL) is focusing on small
depositors and millions of unbanked people in order to build
a strong deposit base. The private bank has introduced
savings schemes for education, marriage and medical care
by giving importance to the needs of people, especially the
middle class.

The initiative comes as people need a good chunk of money
for medical treatment and to get their children admitted to
educational institutions at home and abroad. The savings
schemes will enable the account holders to meet a portion
of their requirements. "The feature of these savings
schemes is that cne can get the double the amount they
deposit. We have already received a very good response
from savers," said Zafar Alam, managing director and chief
executive officer of SIBL. "We always keep peoples’ needs
in our mind."

Apart from this, SIBL plans fo introduce deposit schemes for
non-resident Bangladeshis (NRBs), refired citizens and
street vendors in a bid to attract savers and bring more
people under the banking system.

In Bangladesh, the number of unbanked people is very
high. "We have established seven zonal offices throughout
the country lo reach the doorsteps of the marginalised
people. We have taken the initiative to diversify banking
services and accelerate financial inclusion,” said Alam.

He believes: "Small deposits are core deposits. The higher
the amount of small deposits, the better it is for a bank.” The
CEO shared these during an interview with The Daily Star
on the occasion of SIBL's 27th anniversary.

Established on 22nd November in 1995, SIBL operates
through 179 branches and 145 sub-branches. It has 308
agent banking outlets and 196 automated teller machines to
serve clients, The bank registered a steady growth in
deposits and investments in the last five years and has
retained the momentum this year as well.

Deposit collection grew B.18 per cent year-on-year to Tk

AR e | b

36,142 crore in the nine months to September this year,
while investments rose 10.5 per cent to Tk 34,139 crore.
SIBL registered a 74 per cent year-on-year growth in
deposit accounts.

“We have recorded an increase in both deposits and
investments this year, At the same time, our business
through facilitating overseas trade increased,” said Alam,
who took the charge of SIBL in December last year.

“We think this year is going to be a good year for us.”

In 2021, the bank recorded Tk 1.69 earnings per share, up
7.6 per cent year-on-year from Tk 1.57 a year earlier,
according to its annual reports.

SIBL also brought down its classified investments to 4.89
per cent at the end of September from 5.3 per cent a year
ago.

The bank has expanded its agent banking network.

“We have given priority to attracting remittances," said the
CEOQ, adding that the bank registered a 71 per cent growth
in the remittance business in January-September.

SIBL have signed agreements with 35 agencies abroad o
enable NRBs and migrant workers to send money home. It
has also inked contracts with international money transfer
companies such as MoneyGram, Western Union, TML,
Zoom Express, Express Money, RIA, and Placid.

It is providing additional services to NRBs and migrant
workers who have Tk 500,000 and above balance in their
SIBL accounts.,

The second-generation bank aims to secure one of the top
three spots when it comes to attracting remittances from its
present fifth position among the shariah-based banks.

Alam urged NRBs and migrant workers to use formal
channels to send remittances to avoid future hurdles,

“Those who are sending money through hundi or illegal
channels will not be able to show their income as legally
eamed,” he said.

The bank has formed a special task force fo recover
classified investments and recovered Tk 7 crore out of
nearly Tk 650 crore written off,

“We are benefiting from the move,” said Alam, who has
nearly 30 years of banking experience. "We hope the
recovery will accelerate by December this year.”

During the interview, Alam, a graduate of the University of
Chittagong, also talked about the availability of liquidity and
the ongoing crisis in the foreign currency market stemming
from the falling foreign currency reserves.

“Banks have enough liguidity. But in order to reduce
pressure on foreign currencies, banks are focusing on
facilitating the import of essential items."

SIBL has raised the margin on the opening of letters of
credit for the purchase of luxury items from external
SOUrCces.

“We have not stopped financing imports,” said Alam, who

expects the situation to improve next year.
(22.11.2022)
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FREELANCER STUDENT ONLINE TRAINING

Payment of Tuition Fees Payment for vendor
Registration, License and certification
Fees to reputed Charges for exam exam, domain
online market like including registration, renewal
Google, Windows IELTS, TOEFL hosting, cloud
Blackberry GMAT, GRE etc. solution

DUAL PREPAID CARD

__‘J#g:__ PREPAID CARD ;]
SIBL. OO0

BREAK YOURPAYMENTBARRIERS
«Accepied by PoS and ATMs too k—
~liBL

Social Islami Bank Limited
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pleting 27 years of journey of the Bank, we can take

de in the way our bank has grown over the years, A

d to the portfolio
5 led the bank
o a leaging Islamic bank inthe country, It t that we didnt
see our rainy days, however, leveraging on the efficient
ma rer and experienced management as wel the
harmony be the managernent and the Board, the bank

has been able to effectively handie those rainy days. We are

collection booths, 202 ATMs. We have been able to
our bad assets drastically compared to the industry
stands at 4.66% as on Year end 2022, The CASA ratio of 30%
indicates that we are constantly moving to low cost of fund
regime, In order to srcome the funding and liquidity
constraints, the Manageme the Bank has intro
brand new deposit products Ike 'Education Savings Scheme’,
Medical Savings Scheme’ and ‘Marriage Savings Scheme

he Management also 2 befitting and unigue
products such as "SIBL Probashi Deposit Scherme”, "Hawkers
Deposit & Business Development Scheme” and " SIBL Retired
Citizen Monthly Benefit Scheme”. Adopting innovation as a
growth strategy has resulted in introd 1 of E-account
facility for Non-Resident Bangladeshis g 1o escalate
both remittance and deposit, Monegy in Minutes’ Remittance
facility to be the leader in

Thus, the dynamic ieadership of

remittance s

b hank has broug

Lin the

COMPLIANCE
IN OUR JOURNEY
TOWARDS EXCELLENCE

Md. Akmal Hossain
Senior Executive Vice President &
Head of International Division

Award-2022 in the cateqory of "Best
Innowvation= Innovation in Banks' awarded by Bangladesh
Management - a

growth of the bank

NSy
balanced growth str

can be achieved in the coming

In terrms of foreign exchange b
a wonderful period for the bank. As of year-end 2022,
bank has achieved 37 % growth in foreign exchange
business a perform: BOT 24,289 ¢r Tpared
to BDT 17,709 crore of the previous year, The bank has
almost 100% of its FEX target of 2022 with Import
performance o we, export perfor
BOT B321 crore and remittance bus
crare, The bank has proc er remittanc
year 2022 since its inceptior growth and with the

nce inf ) G surplus
for the first time. The v 15 expecting to close the
2022-2023 fiscal year with a current account positive
balance with reduced import volume and reasonable g
in export -and remittance. In first seven months of the
current fiscal year 2022-2043, country's import, export and
remittance were USD 44 billion, USD 27 billion and USD 12
billion respectively. Therefore, trade deficit of the country
has reduced to 13.38 billion in
2022-2023 fiscal year which
period of 20271-2022. In line wi
bank has alsomade a
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wonderful start of 2023 in terms of foreign exchange
business. With 613% growth of remittance in first two month
of 2023 compared to that of 2022, the bank achieved USD
47 million of FC surplus in this period. This success story of
the bank in terms of foreign exchange business is a result of
balanced and complied non-funded business practice of the
bank. In order to surpass the current level of success of the
bark, this is evident that we have to focus more on achieving
mare balanced non-funded business for the bank while
reducing the cost of compliance,

In banking practices, we come across the phrase ‘due
diligence’ in numerous ways. Banking is all about practicing
due diligence. We are entrusted with a noble role of
facilitating the business activities of the country, therefore, it
is our duty to secure the interest of the economy by practicing
all possible due diligence procedures. In cross-border trade,
due diligence process is rigorous and covers a wide area of
activities to secure a transaction as well as preventing trade
baszed money laundering. When two jurisdiction is invalved in
a trade, the risk is greater. We have to rely an counter-parties
that we do not even known first hand, The standard set of due
diligence practices aim to minimize these risks and secure
the foreign trade transactions. However, there are layers of
due diligence, each of which should be complied accordingly
to get the maximum coverage and near Zero exposure to
foreign trade risks.

If we try to figure out the layers of due diligence in foreign
trade, we are encountered with several systems and
processes at different stages of transaction that requires
going through standard set of practices for avoidance of risk
associated with foreign trade. These practices covers due
diligence on the counter banks and counter parties
(importers/exporters)  at  international  level and due
diligence on manpower, Systems and practices at the
organization level, |f we can combine these two sets of
compliance practices as a standard process flow in
international trade, a ftransaction can be secured
substantially. A foreign trade transaction invalves at least an
exporter, an importer, importer’s bank, exporters bank and a
shipping company. As such, due diligence process involves
at least these parties. Assessing the exporter and the
importer as well as the counter-bank and tracking the
movements of goods is the bottam line of this process.

How to assess a bank’s authenticity to be entrusted with a
foreign exchange transaction? Shell banks happen to
disguise themselves so successfully that banks in weak
jurisdictions fall in their trap and suffer huge financial losses.
Therefore how to secure transactions from shell banks?
Here SWIFT onboarding systermn can be a way out to prevent
shell banks from entering well regulated arena of banking
community. Banks worldwide uses SWIFT as the
authenticated system for conducting foreign exchange
transactions. Therefore, for banks to join the SWIFT
interface has to go through a rigorous onboarding process.
If all banks join SWIFT by following the standard onboarding
process, then there is no way a shell bank can enter this well

APTEEFAL ATE | EE

established and authenticated system. At the very outset,
SWIFT requires a rigorous due diligence on the company
(banks/corporates) that wishes o join the community. The
bank has to present document that proves that it is a legally
established entity, well regulated and has all the required
registration and certifications to conduct the banking
activities in the parent jurisdiction. SWIFT also checks the
composition of Board of Directors and management body of
the company besides having thorough check of the audited
financials the bank. It's a requirement as part of the SWIFT
onboarding process that two renownad and well established
correspondent banks have to endorse the onboarding bank
that they are willing to do business with this BIC (Bank
Identifier Code) seeking bank. In addition to that, a separate
confirmation letter is obtained from the chairman of the
SWIFT user Group in that particular jurisdiction that the
entity is well known in the country. Therefore, a three step
verification systern is ensured. With this checklists in place,
it is very unlikely for a shell bank to pass through the due
diligence process.

However, despite this rigorous onboarding process, we have
observed that shell banks still sneak in through SWIFT
system by procuring false documents. Therefore, ultimately
it is the responsibility of the bank to carry out the due
diligence and KYC process on its counter-party. SWIFT
Relationship Management Application (RMA) enables
financial institutions to define which counterparties can
send them specific FIN. The use of RMA or RMA Plus is
mandatory for user{ouser messages that require an
end-to-end electronic signature and covers most types of
SWIFT FIM, RMA can be used to identify the message types
or message categories a correspandent can send. It can be
unrestricted or limited to specific incoming message types.
At time of establishing RMA with a correspondent bank, it
should be recognized that extensive KYC and due diligence
reguirements need to be met before an RMA can be fully
accepted. Bank has subscription to different KYC and due
diligence tools such as Bankers' Almanac and SWIFT KYC
Registry. From these systems, general information
regarding the financial institution in guestion such as Entity
Details, Ownership Structure details, Management Structure,
Countries of Operation, World Rating & Country Rating,
Credit Ratings, Correspondent Banks list etc., PEPS and
adverse media news can be checked beforehand.
Coherence  between the provided information and
documents of the entity in question on these platforms
should also be carefully scrutinized. In order to avoid
establishing RMA with shell banks, bank license and
certificate of incorporation of the financial institution in
question obtained from KYC tools must be checked
tharoughly. Besides checking the entity information and KYC
documents from this subscribed tools, other KYC
documents such as WE-BEN-E, Wolfs berg Questionnaire,
Patriot Act Certification, FATCA Certification, Legal Entity
Identification (LEI), own AML, TBML policy shall be obtained
and examined properly. If these information and documents
are found satisfactory, the concern desk can procesd for
necessary management approval for establishment of the



RMA. RMA list of the Bank is regularly updated by the SWIFT
Admin Tearn and brought to the knowledge of its concem
branches and officers for use.

£ SWIFT also checks the composition of Board
of Directors and management body of the
company besides having thorough checks of
the audited financials the bank. L}

At custorner level, we have to conduct due diligence & KYC
procedure on our own customer as well as the counter-party. We
must know whao are we onboarding as customer. The Bank has
standard customer onboarding policy to assess the client
against different risk parameters. Branches should understand
the actual capacity and genuine business need of a client. The
eligibility criteria of customer should checked and taken into
account with due caution. To assess the counter-party, we
generally check on publicly available information and see
whether there is any adverse media news. There are a nurmnber of
well reputed screening solution in the market which are used by
the industry as AML tool. Our Bank has subscription to
screening system like Velocity by Alacer, Transaction Screening
Service (TSS) by SWIFT to screen and identify whether the
counter-party in question is a sanctioned entity. In addition to
that, Branches must obtain credit report on the exporter or
importer to assess the creditworthiness of the counter-party.
Branches should also check the concern goods whether it is
prohibited, controlled or dual use in order to avoid dealing in any
non-complied transaction. Before undertaking a transaction,
it should be checked against international practices, local
laws, regulatory guidelines and policies to assess whether
the transaction is prohibited, generally permitted or requires
special permission from the authorities in order to ensure
compliance against the same,

After having all necessary information, documents and
assessments at place, the foreign exchange transaction
actually takes place through SWIFT interface. In order to
avoid fraudulent use of SWIFT, the user guideline of SWIFT
shall be complied accordingly. SWIFT administration should
be assigned carefully and there should be minimum eligibility
criteria for the Left Security Officer (LS0) and Right Security
Officer (RS0), because together they have the supreme
power to create Administrator, Message creator, Message
Verifier, Message Authorizer for an institution. The LSO and
RS0 jointly can create users and they can provide necessary
entitlernent and permission to different Level of users.
Therefore it is very crucial to have control aver the SWIFT
administration. At branch level, SWIFT user guideline must
be meticulously followed. The roles of creator, verifier and
authorizer of a transaction must be well defined, well
understood and exercised as per the user guideline. Creator
is allowed to create, modify, search and print messages on
SWIFT Alliance Access. But creator has no authority to verify
and dispose any messages Verifier can create, modify, verify,
and authorize authenticated messages including search and
print. However Verifier cannot modify, verify and authorize at
his own created messages.Authorizer is allowed to authorize
only authenticated verified messages with due diligence
including search and print. Again there shall be minimum

eligibility criteria while assigning officer as creator, verifier
and authorizer.

While exchanging SWIFT messages with the correspondent
barks, it is necessary to verify the type of transactions
requested by a counter-bank. Specially the concern foreign
exchange officers need to be careful about ‘Advise through'
transaction requests and check thoroughly the applicant and
the applicant bank’s identity. Payments messages require
special monitoring and recently a number of solutions have
been introduced by SWIFT to further secure a transaction
such as Global Payment Innovation (GPI) and Payment
Control Systern (PCS) which intend to ensure realtime
monitoring, blocking suspicious transactions, detect and
prevent high risk transactions.

In order to rmanitor the movernent of the goods as well as the
vessel, Bangladesh Bank has made it mandatory for Banks to
have vessel tracking in place. SIBL has subscribed Trade
Finance Screening Solution’ by Accuity to effectively track a
vessel. Branches will be able to check whether a vessel is
sanctioned or not (or is linked to a company which is under
sanctions), check the voyage history of the vessel and also
track the vessel in a proactive manner where the system
should alert the user of the system proactively when the
vessel is moving towards a sanctioned port or country. It is
important that the trade finance officers check the reference
of all vessels associated with sanctioned countries. This
association can be based on flag, port of registry, or country
of economic benefit, as well as companies connected to the
sanctioned country whether by domicile, country of control,
or country of registration. The vessels should be tracked in
real-time. The user will receive notification to alert them to
any adverse activity (which will also be mirrored in
Compliance Link), with updates to information occurring at
constant frequency.

& £ while exchanging SWIFT messages with the
correspondent banks, it is necessary to verify
the type of transactions requested by a
counter-bank. Specially the concern foreign
exchange officers need to be careful about
‘Advise through' transaction requests and check
thoroughly the applicant and the applicant
bank's identity. 1)

To summarize the above, if we follow KYC, KYCC and due
diligence procedure accordingly and strengthen monitaring
and control over client business, risk can be mitigated to a
greater extent and cost of compliance can be kept at
minimum. Besides increasing the scale of operation and
diversifying business, if we remain watchful in conducting
banking transactions in compliant manner, our ‘committed
journey towards confidence’ will sure be in right track.
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