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Executive Summary



Banking sector of Bangladesh is one of the major sectors, which contributes significantly to the national economy. The sector comprises a number of banks in various categories. Considering ownership the sector can be classified in to four major categories - such as Nationalized Commercial Banks (NCBs), Specialized Banks (SPBs), Private Commercial Banks (PCBs), and Trans-National Banks (TNBs).



United Commercial Bank is the oldest private commercial bank operating in Bangladesh. It has over the years created one of the largest networks among all the other banks in Bangladesh. Although a trendsetter in offering a various ranges of products in the market, the product offers by United Commercial Bank are quickly imitated by competitors. In this report I tried to analyze the credit risk management process of United Commercial Bank Limited. Behind the success of the bank they efficiently analyze the credit risk and the other risk and handle the risk in such a way that brings them the success. The first part of the report I discuss about the background of the study, the literature review and the research methodology of the report. In the background of the study there is statement of the problem, rationale of the study, scope of the project and the objective of the project. Second part of the report I discuss about the organization overview, mission and vision of the organization, goals and objectives, its operations and performance of the bank at a glance etc. The third part of the report I have analyze the topic as a hole about the credit risk, different types of credit risk and the credit risk management process of the bank. The fourth part of the report I discuss about the major findings of the report and the literature review with SPSS analysis. The fifth part of the repot I give some suggestion about the findings of the report and I conclude the report with the conclusion part.
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Introduction



In the present, world money is circulated all over the globe. Globalization, technological advances and other factors money is circulating unimaginably. Financial Institutions mainly Banks play a pivotal role in matching a depositor and lenders and channeling money and making the economy more efficient. Although the history of Banking goes back to the 14th century in Europe but Banks are now everywhere. Banks in Bangladesh play a significant role compared to other financial Institutions.



Although there are different types of banks specialized for different purposes and with different brands and capital structure, they are regulated by standards such as the BASEL standards (to keep a minimum amount of capital) BASEL II etc. Banks offer a wide range of products and services to appeal to different customers and be competitive in the market place. Amongst the 32 commercial banks which operate in Bangladesh United Commercial Bank Ltd. has a unique position in the minds of clients and regulatory bodies. The Company was founded in 1983 and operates in more than 104 countries worldwide.



The competition in the banking industry has intensified more than ever before. Global financial crisis, stock market crash, recessions and other factors affected the banking industry. So banks should position themselves at a unique place in the minds of the customers by offering attractive offers such as higher interest rates or by offering superior service to the customers. Services include financial advice, flexible rates or dates of payment, portfolio management etc.



Nevertheless, the banking sector occupies an important place in Bangladesh because of its intermediary role; it ensures allocation and relocation of resources and keeps up the momentum of economic activities. It plays a pivotal role in the economic development of the country and forms the core at the money market.
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Banks can be defined in various ways. In Bangladesh, any institution which accepts for the purpose of lending or investment, deposits of money from the public, repayable on demand or otherwise, and is transferable by checks, draft order or otherwise, can be termed as a bank. The purpose of banking is thus to ensure transfer of money from surplus unit to deficit units or in other words, to work as the repository of money.
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Background of the Report



This internship report is srcinated as a partial fulfillment of the BBA program of School of Business, Independent University Bangladesh.



This report is a mandatory requirement for BBA completion. I have worked at United Commercial Bank Ltd. Bashundhara branch for three months and the experience of working at United Commercial Bank Ltd. has helped me to match our theoretical knowledge with practical understanding. As an intern of United Commercial Bank Ltd I was provided with the topic “Credit Risk Management Analysis of United Commercial Bank Limited.”



Introduction of the Study



The report basically deals with “The Credit Management of United Commercial Bank Limited.” The credit risk management policy of United Commercial Bank Limited is prepared



in line with the guidelines of Bangladesh Bank in Credit Risk Management and for the guideline of the officers or executives in handling affairs relating to credit in a disciplined way. Credit department plays a very important role in bank as they evaluate the risk and take decision about giving loan to the customers. In this report I have tried to study the literatures statements about credit risk management and also the credit operation of United Commercial Bank Limited. I made a comparison study between literatures statements and the actual activities of the bank.



Statement of the Problem



Credit Risk corresponds to potential financial loss as a result of customers’ inability to honor the terms and conditions of credit facility. This report will mainly focus on managing credit risk by providing proper satisfaction towards the customers as well as achieving organizations goals.
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Rationale of the Study



Now a day’s credit risk is a major risk for all banking institutions. Profitability of banks’



depends on this sector. Liquidity is another major issue for selecting this topic, because each and every bank are now facing liquidity crisis, if they are not efficient enough to handle credit risk, they are also facing more liquidity crisis. Most of the shares of the total revenue of the bank come from credit operation and the existence of the bank depends on quality of assets portfolio. So, efficient management of credit risk is a paramount importance. Credit risk is the loss associated with degradation in the credit quality of borrowers of counter parties. In a bank’s portfolio, losses stems from outright default due to the inability or



unwillingness of the customer or counter party to meet commitments in relation to leading, trading, settlement and other financial transaction. Alternatively, losses result from reduction in portfolio value arising from actual or perceived determination in credit quality. As the credit department plays a vital role in all these issues I have chosen this topic for my report as well as it will help me to take different credit related decisions in different stages of my future career.



Scope of the Study



This report has been prepared on the basis of experience gathered during the period of internship. This study is limited with function of credit operation system and credit risk management of United Commercial Bank Limited. Most of the data used in the reporting of the study are from secondary sources. All the data related to the reporting requirements are not available due to confidential reservation practice for the benefit of the organization.
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Objective of the Study



Broad Objectives



Preparation of the report on “Credit Risk Management Analysis of United Commercial Bank Limited” to completed my internship in the undergraduate.



Specific Objectives



 To understand the Credit Policy of United Commercial Bank Limited.  To identify the problems of Credit Policy of United Commercial Bank Limited.  To find out the problem of client and employees to changes in credit policy in United



Commercial Bank Limited.  To understand Credit Risk Management Policy of United Commercial Bank Limited.  To identify the problem of CRM in United Commercial Bank Limited.  To provide suggestions for the improvement of Credit Risk Management Policy of the



Bank.  To compare the credit operation of bank with the literature statements.



Methodology of the study



I have got all the relevant information from my working experience with UCBL, their Annual report, some circular, various brochures, UCBL web site and such. Some information is taken from some of my friends. Primary data



The primary data of this report is the information, which is gathered from UCBL while I worked with them. Secondary data



The secondary data of this report are collected from UCBL Annual report, and some reports from which I got idea about the way of writing a report.
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Secondary Sources: Secondary data are collected in the following ways: o



Data gathered within the organization itself.



o



Data gathered from Texts



o



Internet sources.



o



General reports.



o



Annual reports



o



Official documents



o



Credit manual and foreign exchange manual of the bank.



Benefit of the report



As a student, I have learned about a bank; I also have learned the report writing, as a great deal of theory is included in this report. It will be also benefited for the people who are interested to know about UCBL.
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Limitation



Objective of the practical orientation program is to have practical exposure for the students. My tenure was for twelve weeks only, which was somehow not sufficient. To prepare my internship report I faced some limitation. Those are:



 The respondent of the population will be limited in terms of size composition.  Due to the time constraint, the data has only been collected from the clients of



United Commercial Bank Ltd. of Bashundhara Branch, which may fail to represent the factual scenario of the relationship between measurable variables.  The data collected are subjected to be inaccurate and imprecise. Since the



respondents were asked to fill up the questionnaire at the bank premises, there is a lot of chance that they were not completely truthful about their opinion and filled up the questionnaire out of reluctance.  Respondents were too busy to read the questions properly and tick the answer just



for the sake of completing the survey quickly. So there is no guarantee that the data collected is 100% correct and hence while analyzing the researcher has considered level of significance.  To collect the data and information, it is common tendency of any department to



keep back their departmental data and information.  Unavailability to required published documents.  Lack of my experience and efficiency to prepare the standard report.  Lack of comprehension and time customer was a major problem in the collection of



data.  Large-scale research was not possible due to constrains and restriction posed by the



bank as well as the university.  Attendance of priority customer is few.  Time constraint was also one of the factors that curtailed the scope of the study.
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An Overview of United Commercial Bank Limited



Sponsored by some dynamic and reputed entrepreneurs and eminent industrialists of the country and also participated by the Government, UCBL started its operation in mid 1983 and has since been able to establish one of the largest networks of 125 branches among the first generation banks in the private sector. With its firm commitment to the economic development of the country, the Bank has already made a distinct mark in the realm of Private Sector Banking through personalized service, innovative practices, dynamic approach and efficient Management. The Bank, aiming to play a leading role in the economic activities of the country, is firmly engaged in the development of trade, commerce and industry thorough a creative credit policy. United Commercial Bank Limited incorporated on 26 June 1983 as a public limited company with limited liability under the Company Act 1994. The Bank obtained permission to commence business with effect from 26 June 1983 and started banking operations on 29 June 1983 with an authorized capital of Tk. 100 million ordinary shares of TK 100 each. The paid up capital was Tk. 35.5 million but now 119.8 crore. Later, both authorized and paid up capital were increased several times. Reserve funds of the bank comprised statutory reserves and general reserves of Tk. 334.78 million in 1999 as against Tk. 85.88 million in 1990. The bank is listed with Dhaka and Chittagong Stock Exchange. The Bank has in its Management a combination of highly skilled and eminent bankers of the country of varied experience and expertise successfully led by Mr. M. Shahjahan Bhuiyan, a dynamic banker, as its Managing Director and well educated young, energetic and dedicated officers working with missionary zeal for the growth and progress of the institution. The Company started its banking operation and entitled to carry out the following types of banking business. a.



All types of commercial banking activities including Money Market operations.



b.



Investment in Merchant Banking activities.



c.



Investment in Company activities.



d.



Financiers, Promoters, Capitalists etc.



e.



Financial Intermediary Services.



f.



Any related Financial Services.
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The Company (Bank) operates through its Head Office at Dhaka and 125 branches. The Company/Bank carries out international business through a Global Network of Foreign Correspondent Banks. The Registered Office of the Bank is: Plot: CWS (A)-1, Road: 34 Gulshan Avenue, Dhaka, Bangladesh. PABX: +88-02-8852500.



E-Mail: [email protected]. Web



site: http://www.ucbl.com



10



 Credit Risk Management Analysis of UCBL



2012



Our Mission To offer financial solutions that create, manage and increase our clients’ wealth while



improving the quality of life in the communication we serve.



Mission Statement



I shall be at the forefront of national economic development by:  Setting industry benchmarks of world class standard in delivering customer value



through our comprehensive product range, customer service and all our activities.  Maintaining the highest ethical standards and a community responsibility worth of a



leading corporate citizen.  Anticipating business solutions require by all our customers everywhere and



innovatively supplying them beyond expectation.  Continuously improving productivity, and thereby enhancing shareholder value.  Building an exciting team-based working environment that will attract, develop and



retain employees of exceptional ability who help celebrate the success of our business, of our customers and of national development.  Wants to be leader among banks in Bangladesh and make its indelible mark as an



active partner in regional banking operating beyond the national boundary.
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Our Vision



To be the bank of first choice through maximizing value for our clients, shareholders & employees and contributing to the national economy with social commitment.



Vision Statement



Philosophically a bank is a financial institution, which accepts depositor’s money for the safe



keeping and contracts with depositors to lend this money as interest to individuals who are in need of its use and who can give ample security that the loans will be paid, from the profits made lending money at Interest the banker agrees to pay the legitimate depositors a fixes sum of interest beside safe guarding the deposits. The satisfaction of the client and customer can gain by providing different services.



Core Strength  Transparent and quick decision making  Efficient team of performers  Satisfied customer  Internal control  Skilled risk management  Diversification
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Core Values  We put our customers first  We emphasize on professional ethics  We maintain quality at all levels  We believe in being a responsible corporate citizen  We say what we believe in  We foster participative management



Core Competencies  Knowledge  Experience and Expertise  Customer focus  Transparency 



Determination



 Zeal for improvement  Pursuit of Disciplined growth strategy  Reliability



UCB Branches



UCBL is operating all over the country with 125



th



branches. Most of branches are in Dhaka



but they have braches in all the main cities like- Chittagong, Sylhet, Khulna, Pabna, Jessore and Rajshahi, Comilla, Barisal, Bogra etc.
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Organizational structure of UCBL



Chairman Board of Directors



Top



Executive Committee Managing Director Deputy Managing Directors Executive Level



Senior Executive Vice President Executive Vice President Senior Vice President Assistant Vice President First Assistant Vice President Senior Executive Officer



Mid Level



Executive Officer Principle Officer Senior Officer Management Trainee Officer



Junior



Junior Officer



Chart 1: UCB’s Organizational Structures.
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Structure of the Branch



• Head of Branch ( Manager) • Assistant Manager • Senior Executive Officer • Officer • Junior Officer • Officer Cash • Cash Officer • Assistant Cash Officer • Customer Service Officer • Retail Marketing Officer • Gunman • Sequrity Guard



• Messenger • Cleaner



Chart 2: Typical Structure of a Branch
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Departments of UCBL



If the jobs are not organized considering their interrelationship and are not allocated in a particular department it would be very difficult to control the system effectively. The Departments of United Commercial Bank Limited are given:



Departments of UCBL



Cash Department



Customer service and Account opening department



Accounts Department



Card Division



Information Technology Department



Clearing Department



Remittance Ddepartment



Credit Department



Foreign Exchange Department



Commitments to Clients  Provide service with high degree of professionalism and use of modern technology.  Create long-term relationship based on mutual trust.  Respond to customer needs and speed and accuracy.  Share their values and beliefs.  Grow as their customers grow.  Provide products and service at competitive pricing.  Ensure safety and security of customers’ valuables in trust with us.
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Information Technology of UCB In today’s financial services environments, technology is not an option but a necessity.



United Commercial Bank is amongst the pioneer in banking industry to provide sophisticated On-line banking services to its customers through the network of all 125 branches. Moreover, UCB has entered into an agreement with Dutch Bangla Bank Ltd. for sharing ATM facilities with them to extend a wide range of banking service to its valued customers. In 2007 the bank invested substantially in improving its IT facilities for ensuring seamless, faster and secure banking transactions. The data center of the bank has been equipped with the state of the art modern servers and network equipment from world renowned vendors. A Dell Cluster Server based on EMC SAN storage system ensures 247 data access facility providing maximum fault tolerance capability. A CISCO PIX firewall ensures the safety network from any attempt of instruction. During the year the bank has also launched services like Tele-Banking, Debit Card facilities for its customers. UCB also introduced UCB Corporate Intranet system for quick distribution of information amongst its branches.



UCB Online Banking the Service



United Commercial Bank is playing a pioneering role among its competitors in providing real time online banking facilities to its customers. United Commercial Bank online banking offers a customer to deposit or withdraw any sum of money from any branch anywhere. Any account holder having a checking account with the bank can avail this service.
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UCB Consumer Product & Services



UCB Multi Millionaire UCB Money Maximizer UCB Earning Plus UCB DPS Plus Western Union Money Transfer SMS Banking Service Online Service Credit Card One Stop Service Time Deposit Scheme Monthly Savings Scheme Deposit Insurance Scheme Inward & Outward Remittances Travelers Cheques Import Finance Export Finance Working Capital Finance Loan Syndication Underwriting and Bridge Financing Trade Finance
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Industrial Finance Foreign Currency Deposit A/C NFCD ( Non Resident Foreign Currency Deposit Account ) RFCD ( Resident Foreign Currency Deposit Account ) Consumer Credit Scheme Locker Service



UCB decision making & risk management



Risk is inherent in all the core business areas of a bank. Managing risks properly is one of the main pillars of banking business. To ensure sustainable growth and performance, proper and sound risk management practice is vital importance, as a commercial band United Commercial Bank Ltd (UCBL) attaches fill importance to manage the risk involved in its business. The risk management of the bank covers a wide spectrum of risk issue but the five core areas of Banking are—Credit risk, Foreign Exchange risk, Internal control and Compliance risk, Laundering risk and asset liability management. The principle objective of risk management is to safeguard the bank's capital, financial resources, profitability and market reputation. To this effect, the bank took the following steps under guidelines of Bangladesh bank:



Credit Risk Management: Credit risk is the possibility that borrower or counter party will fail



to meet its obligations in accordance with agrees terms. The failure may result from unwillingness of the counter party or decline in his / her financial condition. Credit risk, therefore, arises from the bank's dealing with or lending to corporate, individuals, other banks or financial institutions. A separate credit division has been formed at head office since the inspection of the bank, which is assigned with the duties of marketing and assessment of credit products, maintaining effective relationship with the customer and exploring new business opportunities. The credit risk management includes borrower risk analysis, financial statement analysis, industrial analysis, and historical performance of the
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customer, security of the proposed credit facility and market reputation of the borrower. UCB takes its lending decision based on the credit risk assessment report by appraisal team.



Foreign Exchange Risk: Foreign exchange risk is defined as the potential change in earning



arising due to change in market prices. The market directly affects each country bond, equities, private property, manufacturing and all assets that are available to foreign investors. Foreign exchange rates also play a major role in determining who finance government deficits, which buys equities in companies and literally affects and influences the economic scenario. Due to high risk market the role of treasury operations is crucial. As per Bangladesh Bank guidelines the bank has segregated the front and back office for treasury operations. Front office independently conducts the transactions and the Back Office is responsible for verification of the deals and passing of their entries in books of accounts. All nostro accounts are reconciled on monthly basis and all foreign exchange transactions are revalued at Market-to- Market rate as determined by Bangladesh Bank.



Internal Control and Compliance Risk Management: Internal control and compliance (ICC) is



a critical component of bank management and foundation of the safe and sound operation of banking organization. A system of strong internal control and compliance can help to ensure that the goals and objectives of a banking organization will be met, that the bank will achieve long term profitability targets, and maintain reliable financial and managerial reporting. Operational loss may arise from error and fraud due to lack of strong internal control and compliance culture. Effective internal control and compliance can help to ensure that the bank will comply with laws and regulation as well policies, plans, internal rules and procedures, and decreases the risk of unexpected losses or damage to the bank's reputation. To this effect, the bank an ICC Division headed by senior executives. The ICC Division has been segregated to three departments, which are Audit & Inspection Dept, Compliance Dept and Monitoring Dept. The bank has also developed an internal control and compliance policy
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duty approved by the board of directors. The Audit & Inspection team undertakes periodic and special audit. The audit committee of Board of Directors plays an effective role in providing between the board and management. The committee reviews the financial reporting prices, the system of internal control, the audit process and the bank's process for compliance with laws, regulations and code of conduct.



Money Laundering prevention: Money laundering has been identified as a major threat to



the financial services community, it is important that the management of banks and other financial instructions view prevention of money laundering as part of their risk management strategies and not simply as a standalone requirement that is being imposed by the legislation. The management of UCB is fully aware that the financial system shall not be and cannot be used as channel for criminal activities. Therefore, co-ordination and co-operation between concerned parties are essential for its success. The bank has designated Chief Anti Money Laundering Compliance Officer (CAMLCO) at head office and compliance officers at braches to review the transactions of the accounts to identify suspicious transaction profile (TP) has been incorporated in the Account Opening Form (AOF) along with other KYC related issues.



Asset Management: Asset/liability management has become almost universally accepted



approach to risk management. Since capital and profitability are intimately linked, United Commercial Bank Ltd. is managing its asset/liability in order to ensure sustained profitability so that the bank can maintain and augment its capital resources. The assets/liability management committee (ALCO) usually makes decisions, which is reasonable for the financial direction of the bank. The ALCO's goal is to manage the sources and uses of funds, identify balance sheet management issues like balance sheet gaps, interest rate gap. ALCO also reviews liquidity contingency plan and implements liability pricing strategy for the bank.



21



 Credit Risk Management Analysis of UCBL



2012



Human Resources



Needless to say, skilled and efficient manpower is the prerequisite of success to any organization. Human Resources Division deals with issues related to UCB staff members such as compensation, hiring, performance management, organization development, safety, wellness, benefits, employee motivation, communication, administration and training. To this end UCB Human Resources Division always focuses on employee development, employee retention, facilitating organizational development initiatives and thus contributes to the achievement of organizational goals. UCB attaches top most priority to ensure congenial working environment for the staff members to maintain team spirit and promote a high level of integrity, loyalty, commitment and devotion among the staff members. In order to maintain transparency and accountability in the process of recruiting staff members, UCB engages reputed and independent institutions to conduct competitive written test for the bank apart from organizing Job Fair in BBM and other reputed institutions. Besides, professional bankers are also recruited through a selection committee for lateral recruitment. In addition, UCB Training Institute organizes various banking and professional trainings that include foundation course, anti money laundering, foreign remittance, customer service, information technology, workshops and seminars to equip staff members to contribute efficiently for the overall growth of the bank. HR Division prepares annual training calendar in assistance with the training institute. Trainings are being offered after assessing the training need of the individual staff member. HR division assists training institute to conduct the time befitting training for identified staff members. Nonetheless, UCB also sends participants to BIBM and other reputed institutes for attaining relevant banking and professional knowledge. HR Division also does annual performance appraisal to every individual and accordingly promotion and increment is being made.
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My work experience at United Commercial Bank Ltd.



As an intern I had started my internship program at United Commercial Bank Ltd from 2th October 2012. I have worked in different departments of the office. My supervisor at the bank was Mr. Hafizur Rahman Himel. During my internship program I have performed many duties as assigned by my supervisor. I am very grateful to Mr. Hafizur Rahman Himel for letting me carry out the responsibilities. This has enriched my practical knowledge and also has given be a corporate exposure. The descriptions of my duties are given below: Preparing Financial Updates: I was asked to prepare financial updates on customers. United



Commercial Bank Ltd deals with corporate customers in Bangladesh so it is necessary to know the financial positions on each corporate client. I used to update these balances on Ms Excel to know the summary reports. Using these updates the bank can give overdraft to individual customers and carry out other tasks. Letter Writing or emailing: During the internship program I was assigned to send emails and



letters to both corporate clients and internal employees. The employee letters were official letters as replies to certain queries or notifications of insurance bills or settlement of vehicle loans, house loans etc. The corporate letters were business letters sent to different companies regarding their funds transfer, Letter of credit issues, balance of payments etc. The Scanning & Digital Archive Project: One of the toughest tasks as assigned by my



supervisor was a scanning project of all the important files and documents. I had to scan around 300 files in order to keep a digital copy of these files in my assigned computer. This task was assigned by Mr. Hafizur Rahman Himel I am really grateful to him as this project has enhanced my learning and patience of working under a corporate environment. Other Tasks include: There are many tasks at United Commercial Bank which has enhanced



my learning these are. Assist the customers at the branch to fill the cheque. Checking the balance sheets of clients and giving a summary of the accounts. Transferring manager’s



Checks to the Branch from different departments. Editing or expanding important files, etc.
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Credit risk:



Credit risk refers to the risk that a borrower will default on any type of debt by failing to make payments which it is obligated to do. The risks are primarily that of the lender and include lost principal and interest, disruption to cash flows, and increased collection costs. The loss may be complete or partial and can arise in a number of circumstances. For example: 



A consumer may fail to make a payment due on a mortgage loan, credit card, line of credit, or other loan







A company is unable to repay amounts secured by a fixed or floating charge over the assets of the company







A business or consumer does not pay a trade invoice when due







A business does not pay an employee's earned wages when due







A business or government bond issuer does not make a payment on a coupon or principal payment when due







An insolvent insurance company does not pay a policy obligation







An insolvent bank won't return funds to a depositor







A government grants bankruptcy protection to an insolvent consumer or business



To reduce the lender's credit risk, the lender may perform a credit check on the prospective borrower, may require the borrower to take out appropriate insurance, such as mortgage insurance or seek security or guarantees of third parties, besides other possible strategies. In general, the higher the risk, the higher will be the interest rate that the debtor will be asked to pay on the debt.
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Types of credit risk



Credit risk can be classified in the following way: 



Credit default risk - The risk of loss arising from a debtor being unlikely to pay its loan



obligations in full or the debtor is more than 90 days past due on any material credit obligation. Default risk may impact all credit-sensitive transactions, including loans, securities and derivatives. 



Concentration risk - The risk associated with any single exposure or group of



exposures with the potential to produce large enough losses to threaten a bank's core operations. It may arise in the form of single name concentration or industry concentration. 



Country risk - The risk of loss arising from sovereign state freezing foreign currency



payments (transfer/conversion risk) or when it defaults on its obligations (sovereign risk).
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Credit Risk Management



While financial institution have faced difficulties over the years for a multitude of reasons, the major cause of serious banking problems continues to be directly related to lax credit standards for borrowers and counterparties, poor portfolio risk management or a lack of attention to changes in economic or other circumstances that can lead to a deterioration in the credit standing of a bank’s counterparties. Credit risk is most simply defined as the



potential that a bank borrower or counterparty will fail to meet its obligations in accordance with agreed terms. The goal of cre dit risk management is to maximize a bank’s risk -adjusted rate of return by maintaining credit risk exposure within acceptable parameters. Banks need to manage the credit risk inherent in the entire portfolio as well as the risk in individual credits or transaction. Banks should also consider the relationship between credit risk and other risks. The effective management of credit risk is a critical component of a comprehensive approach to risk management and essential to the long term success of any banking organization. The sound practices set out in the document specially address the following areas: 



Establishing an appropriate credit risk environment.







Operating under a sound credit granting process.







Maintaining an appropriate credit administration, measurement and monitoring process.







Ensuring adequate controls over credit risk.
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To establish an appropriate credit risk management UCBL maintains followings values:  The Board of Director has the responsibility for approving and periodically reviewing



the credit risk strategy and significant credit risk policies of the bank. The strategy reflects bank’s tolerance for risk and the level of profitability the bank expects to



achieve for incurring various credit risk.  Senior management has the responsibility for implementing the credit risk strategy



approved by the Board of Directors and for developing standard policies and procedures for identifying, measuring, monitoring and controlling credit risk. Such policies and procedures address credit risk in all the bank’s activities and at both the individual credit and portfolio levels.  Banks identify and manage credit risk inherent in all products and activities. Banks



ensure that the risk of products and activities new to them are subject to adequate procedures and controls before being introduced or undertaken and approved in advance by the Board of Directors or its appropriate committee. In order to streamline risk control features in a more effective manner, UCBL has put in place in Standard Operating Procedure (SOP) in line with internationally accepted best practices.



To operate under a sound credit UCBL maintains following values:  The bank is operating under sound, well-defined credit granting criteria. These



criteria include a thorough understanding of the borrower or the counterparty, as well as the purpose and structure of the credit and its source of repayment.  Credit facilities is allowed in a manner so that credit expansion goes on ensuring



optimum assets quality i.e. bank’s standard of excellence shall not be compromised.  UCBL carefully avoids name lending. Credit facility is being allowed absolutely on



business consideration after conducting due diligence.
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Risk inherent in a credit proposal is being identified and appropriate mitigating factors are applied:  Collateral offered against a credit facility is properly valued and verified by the



concerned relationship officer and revalued and re-verified annually in the subsequent period. In addition, the same collateral is valued and verified by an enlisted survey of the bank which is now applicable for all customers irrespective of any amount.  Risk grading of the accounts have been done as per Bangladesh Bank’s guidelines.



Any credit approval/sanction shall be subject to the banking regulations in force or to be imposed by the regulatory body from time to time and to the changes in the bank’s policy. This is to be specifically mentioned in the sanction letter issued to the



customer. Compliance Report o CRG at the each end of the quarter to be given to CRM at Head office. Data collection check list and limit utilization format have been prepared for regular assessment. Internal audit division independently reviews the risk grading at the time of auditing the branches.  The bank has established overall credit limit at the level of individual borrowers and



counterparties and groups of connected counterparties that aggregate in comparable and meaningful manner for different types of exposures, both in the banking and trading book and on and off the balance sheet.  The bank has a clearly-established process in place for approving new credits as well



as the extension of existing credits. A through credit risk assessment is done before granting loan. The credit risk assessment includes financial performances, the conduct of the account and security against the proposed loan. The assessment srcinates from relationship manager/account officer and approved by credit committee at head office. The credit committee under delegated authority approves the credit proposals.  Executive committee of the board approves the proposals beyond the authority limit



of the credit committee. The board of directors reviews the proposals approved by the executive committee.
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To maintain an appropriate credit administration, measurement and monitoring process UCBL maintains following values:  The bank has in place a system for the ongoing administration of various credit risk



bearing portfolios. Dedicated independent risk management units like credit risk management units, credit administration department, credit monitoring ad recovery department, internal audit division are developed for those purposes. Dedicated committee at management level has been set up to monitor risk viz. credit risk through credit review committee and risk management units.  The bank has in place a system for monitoring the condition of individual credits,



including determining the adequacy of provision and reserves. For NPL provisioning and write off the guidelines established be Bangladesh Bank for CIB reporting, provisioning and write off of bad doubtful debts and suspension of interest are followed in all cases.  The bank has in place a system for monitoring the overall composition and quality of



the credit portfolio. All credit extensions must comply with the requirements of the bank’s memorandum and articles of the association, Bank Company Act, 1991 as amended from time to time, Bangladesh Bank’s instruction circulars, guidelines and other applicable laws, rules and regulations, Ban’s credit risk management policy,



credit operational manual and all relevant circulars in force. Any deviation from the internal policy of the bank must be justified and well documented. The portfolio shall always be well diversified with respect to sector, industry, geographical region, maturity, size, economic purpose etc. Concentration of credit shall be carefully avoided to minimize risk.
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To ensure adequate controls over credit risk UCBL maintains followings values:  UCBL has a system in place for managing problem credits and various other workout



situations. All NPLs are assigned to account manager within the recovery department, which is responsible for coordination and administering the action plan, or recover of the account and serve as the primary customer contact after the account is downgraded to substandard.  UCBL ensures that the credit granting function is being properly managed and that



credit exposures are within levels consistent with prudential standards and internal limits. The bank has established and enforced internal controls and other practices to ensure that exceptions to policies, procedures and limits are reported in a timely manner to the appropriate level of management.  UCBL has established a system of independent, ongoing credit risk review and the



results of such reviews are communicated directly to the board of directors and senior management.
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Literature Review



In 2002, Italian researchers Alexandere Kurth, Hadley Taylor and Armin Wagner presented “An Extended analytical approach to Credit risk Management”. Some of the key factors in credit risk modeling are very influential in the implementation of the models. ‘Reduced form



models' for the measurement of credit risk provide closed-form solution for calculating portfolio loss distribution. The limitations of this model do exist but often misinterpreted. An analytical approach allows us to dismantle the mathematical components of the models for its modification and extension in numerous ways. The orthogonally of background factors is the main hindrance to real-world macroeconomics indexes or industrial sectors and geographical areas which is one of the most repellent features of this model. The amendments in the srcinal model, includes consideration of correlation among default risk sectors and severity of risk segments. The application of this is based on real-life data such as mortality rate data as give by Italian Central Bank. In 2002 a comprehensive study was conducted by Edward I. Altman named as “Managing



Credit Risk: A Challenge for the New Millennium” .The research emphasized the importance of credit-risk management in the present era. The high default rates and bankruptcies are now more important factors in credit risk management. The interest rate was very high in that scenario. In 1999 banks, regulators and financial market practitioners were considering the credit risk management inevitable because of various reasons: The sophisticated risk management techniques in a regulatory environment were needed to be emphasized. The refinements in credit-scoring techniques were required. The establishment of databases on defaults, recoveries and credit migrations were immensely desired. Credit risk mitigation techniques such as securitizations, credit derivatives and credit insurance products were to be developed. Portfolio management techniques for credit assets should be established.
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The Conceptual framework for the Research



Service Quality



Employee Behavior



Trust Customer Satisfaction
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Research Questions



a. Is there is a relationship between Service Quality and Customer Satisfaction? b. Is there is a relationship between Employee Behavior and Customer Satisfaction? c. Is there is a relationship between Trust and Customer Satisfaction?



Hypotheses H1: There is a positive relationship between Service Quality and Customer Satisfaction. H2: There is a positive relationship between Employee Behavior and Customer Satisfaction. H3: There is a negative relationship between Trust and Customer Satisfaction.



Variables for Research



There are two variables. Those are:  Dependent variable  Independent variable
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 Dependent variable:  Service Quality:



Service quality is a business administration term used to describe achievement in service. It reflects at each service encounter. Customers form service expectations from past experiences, word of mouth and advertisement. In general Customers compare perceived service with expected service in which if the former falls short of the latter the customers are disappointed. The subject matter of service quality has been studied and debated over the past two decades. Asubonteng, McCleary, and Swan (1996) assert the importance of management’s



ability to understand what constitutes service quality and how to appropriately measure it, in order for subsequent actions to be taken to make improvements and increase value to customers. Carman (1990) stated that the “conceptualization and measurement of service



quality has been an elusive concept primarily because of service intangibility, the problems associated with the simultaneous production and receipt of a service, and the difference between mechanistic and humanistic quality”. Even after many years of research, debate continues in the services marketing literature regarding the conceptualization and measurement of service quality perceptions (Brady & Cronin, 2001). Schneider and White (2004), moreover, point out that “The degree of controversy in the literature makes it



difficult for service quality researchers to determine how to go about defining and operationalzing service quality in their empirical studies” .



Service quality is defined likewise, as a comparative function between consumer expectations and actual service performance (Parasuraman et al., 1985) Many industries are paying greater attention to service quality and customer satisfaction, for reasons such as enlarged competition and deregulation (Reichheld & Sasser, 1990; Schlesinger & Heskett, 1991). Academics have also been studying quality and satisfaction to understand determinants and pro-cesses of customer evaluations (Bitner & Hubbert, 1993; Boulding, Staelin, Kalra, & Zeithaml, 1993; Cadotte, Woodruff, & Jenkins, 1987; Churchill & Surprenant, 1982; Fornell, 1992; Oliver, 1993; Parasuraman, Berry, & Zei-thaml, 1985; Westbrook & Oliver, 1991).
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 Employee Behavior:



In the behavioral concept, as it was explicitly represented in American behaviorism (Watson, 1913; Skinner, 1938), the individual is largely considered to be unmotivated and passive; his behavior is activated or triggered by external stimuli and stabilized, reinforced and affirmed by the consequences, which ultimately turns the human being into a marionette of external conditions. The concept of action, in contrast, assumes that the individual actively sets his goals and seeks to achieve these systematically (Tomaszewski, 1978; Leontjew, 1979; Hacker, 2005). This was not without consequences, neither for the analysis nor for the interpretation of behavior or action of employees in organizations (Frese & Sabini, 1985). Normative work has provided excellent guidelines for practitioners faced with the tasks of developing and implementing codes of ethics (e.g., Murphy, 1995) while empirical work has focused on the properties of existing codes (e.g., Montoya and Richard, 1994). A second theme which has emerged in studies of codes of ethics is their prevalence; that is, the extent to which ethical codes have been adopted and implemented in specific countries (e.g., White and Montgomery, 1980) or industries (e.g., Berenbeim, 1992). Results, to date, indicate that about three quarters of American firms have adopted formal codes of ethics with the percentage of "adopters" rising steadily over the past two decades (e.g., Fulmer, 1969; White and Montgomery, 1980). Finally, an emergent theme within this general domain concerns the influence of codes of ethics on employee behavior in organizations. Perhaps as a consequence of the specialized knowledge and unique power position of professionals in organizations (Scott and Hart, 1977), professional codes of ethics have received almost as much interest as an influence of employee behavior as have corporate codes of ethics. Research focused on professional codes has also mirrored the themes which are evident in studies of corporate codes of ethics. Specifically, the design and development of professional codes of ethics is an area of interest (e.g., Jamal and Bowie, 1995) as are ethical dilemmas associated with professional practice (Brien, 1998).
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 Trust:



Trust refers to the consumer’s belief regarding their expectations of their peer’s actions. The



has been differences in individuals belief with regards to the honesty/dishonesty of their peers indentations as a result the perceived riskiness of peers behavior have also been known to deviate (Yamagashi, 1988). Hoy and Tschannen-Moran (1999) proposed this commonly-cited description: “Trust’’ is an individual’s or group’s willingness to be vulnerable to another party based on the confidence that the latter party is benevolent, reliable, competent, honest, and open.” The confidence



in another is not given easily, but must be earned on an ongoing basis (Meier, 2002). Mayer et al. (1995) define trust as "the willingness of a party to be vulnerable to the actions of another party based on the expectation that the other will perform a particular action important to the trust or, irrespective of the ability to monitor or control that other party".



 Independent variable: Independent variables of the study on which data were



collected include the following:



 Customer Satisfaction:



Customer satisfaction has traditionally been regarded as a fundamental determinant of longterm Customer behavior. The more satisfied the Customers are, the greater is their retention, the positive word of mouth (WOM) (also referred to in the literature as advocacy), and ultimately, the financial benefits to the firms who serve them. It is no surprise, therefore, that firms seek to increase customer satisfaction. Satisfaction alone, however, does not ensure continued service patronage. 'Churchill and Surprenant (1982) said that "the vast majority of [customer satisfaction] studies have used some variant of the disconfirmation paradigm" (p. 491); Oliver (1993) concluded that a variety of authors' definitions of satisfaction are "consistent with the expectancy disconfirmation model" (p. 72); and Tse and Wilton (1988) said that "it is generally agreed that [satisfaction] can be defined as the evaluation of the perceived
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discrepancy between prior expectations and the actual performance of the product" (p. 204). Service providers, in some cases, may not be able to retain their satisfied customers (Heskett et al., 1994; Schneider and Bowen, 1999) because the customer satisfaction itself alone cannot ensure long term commitment of the customer to any service provider. Instead, the service providers should think to the other factors beyond customer satisfaction, such as customer trust, to retain their customers (Hart and Johnson, 1999). This argument is supported by Morgan and Hunt (1994). Morgan and Hunt (1994) assert that the target of the firms is to develop customer trust beyond customer satisfaction to retain their customers in a long term period. Nowadays the effect of customer satisfaction on customer retention plays more complex role than the past days and than initially thought (Mittal and Kamakura, 2001; Oliver, 1999). Customer satisfaction has traditionally been regarded as a most important characteristic of long-term customer behavior (Oliver, 1980; Yi, 1990). The more satisfied customers are, the greater is their customer retention (Anderson and Sullivam, 1993; Fornell, 1992; Lee et al., 2001; Ranaweera and Prabhu, 2003). In a study by Cronin and Taylor (1992) and Patterson et al. (1997), it is recognized that customer satisfaction has a meaningful and positive effect on the repurchasing of a customer in a special classification of services. It is expressed by a team of researchers that customer satisfaction is an indisputable manner in determining the degree of customer retention for the current buyers in the professional services (Day et al., 1988). It is also reiterated by Day et al. (1988) and Kotler (1994) that the customer satisfaction is a significant factor to customer retention.
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Methodology of the Research



The Research Design: The type of study that will be carried out to test the hypothesis and to



answer the research questions will be a causal study. This type of study will show a cause and effect relationship of the independent and dependent variables. As shown in the diagram of the conceptual framework of the research there are three independent variables and one dependent variable. So a change in the independent variables (service quality, employee behavior and trust) will change the dependent variable (customer satisfaction). So to investigate the research questions and test the hypothesis a causal study is required.



The study will be a causal explanatory research because it explains the relationships among the independent and dependent variables and how a change in the independent variable changes the dependent variable. A causal explanatory research goes further beyond than indication relationships between variables it also indicates the direction of the relationship. The research will be carried out once due to shortage of budget, time and convenience.



Sampling Method: Non–probability sampling technique is used for the research. Selected



clients are surveyed who were accessible for surveying and had expertise in the field of credit risk management.



Sample Size: The sample size will be thirty. The reason for selecting such a small sample is



that United Commercial Bank has a very narrow customer base in Bangladesh. But the narrow base of customers is profitable for the bank. So it is not possible to carry out a research on a large sample of customers.



Sources of Data: For collecting the data both primary and secondary sources are used.



Primary Sources:  Conversations with the bank employees and customers.  Discussions with the employees of Credit and Loan Department.  Questionnaires



38



 Credit Risk Management Analysis of UCBL



2012



Secondary Sources:  United Commercial Bank’s global and regional websites  Various Publications and manuals



Data Collection Method: A quantitative data collection method is used for the research. A



structured questionnaire is designed. The questionnaire will comprise questions of the independent and dependent variables. Each item will be rated on a scale of (1 to 5) which ranges on a continuum from Very satisfied to Very dissatisfied. Data Collection: The questionnaire is distributed among the 30 respondents. The



questionnaires were surveyed personally at the branch of United Commercial Bank Bashundhara branch. This was possible because of a prior notice from the branch officers of an arrival of a client.



Data Collection Instrument: A structured Questionnaire is used in this research to collect the



data.



Data Analysis Process: The Data Analysis will be done using for an in-depth investigation of



the data. Step-wise correlations are used to test hypothesis and to find out individually which independent variable contributes to the dependent variable. MS Excel is also used to carry out calculations in some cases.



Questionnaire Design: The design of the questionnaire is prepared with close-ended



questions. These questions were rated on a five point scale (from a continuum of Very satisfied, Satisfied, Neutral, Dissatisfied and Very dissatisfied). (The values are 5= Very satisfied, 4= Satisfied, 3= Neutral, 2= Dissatisfied, 1= Very dissatisfied.)



Very



Satisfied



Neutral



Dissatisfied



Satisfied 5



Very Dissatisfied



4



3



2



1
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Data analysis:



In the organization part information is provided in a descriptive manner. In the project part data analysis has been done into two parts. One is the data presentation. The second part is analysis. Statistical analysis of the quantitative data has been done. Based on the survey result I use SPSS software to get the statistical analysis.



I have divided data analysis part in two steps:  Descriptive analysis  Correlation analysis



Descriptive analysis



Descriptive research can be either quantitative or qualitative. It can involve collections of quantitative information that can be tabulated along a continuum in numerical form. Descriptive statistics is the discipline of quantitatively describing the main features of a collection of data. Descriptive statistics provides simple summaries about the sample and about the observations that have been made.



Frequencies Statistics: Statistics



Gender N



Valid Missing



Age



Income



30



30



30



0



0



0



Gender



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Male



19



63.3



63.3



63.3



Female



11



36.7



36.7



100.0



Total



30



100.0



100.0
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Age



Cumulative Frequency Valid



Percent



Valid Percent



Percent



20-25



2



6.7



6.7



6.7



26-30



9



30.0



30.0



36.7



31-35



6



20.0



20.0



56.7



36-40



5



16.7



16.7



73.3



41-45



4



13.3



13.3



86.7



46-Above



4



13.3



13.3



100.0



30



100.0



100.0



Total



Income



Cumulative Frequency Valid



Percent



Valid Percent



Percent



30000-40000



11



36.7



36.7



36.7



40000-50000



6



20.0



20.0



56.7



50000-60000



2



6.7



6.7



63.3



60000 -70000



2



6.7



6.7



70.0



80000 -90000



3



10.0



10.0



80.0



90000 -100000



2



6.7



6.7



86.7



100000-Above



4



13.3



13.3



100.0



30



100.0



100.0



Total



Frequency statistics of Gender, Age and Income: Our sample size is 30. Out of 30 people 19



male and 17 female is percentage 63.3% represent male and 37.7% represent female out of 100 Majority of the people is within the age group of 26-30 (30%) while about half (36.7%) earned between Taka 30000-40000.
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Frequency Tables of questionnaires Statistics Q N



1



2



3



4



5



6



7



8



9



10



11



12



13



14



15



16



17



18



19



20



21



Valid



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



30



Missing



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



I am satisfied with my bank service



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Neutral



4



13.3



13.3



13.3



Satisfied



20



66.7



66.7



80.0



6



20.0



20.0



100.0



30



100.0



100.0



Very Satisfied Total



Banks communication panel is good



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Neutral



8



26.7



26.7



26.7



Satisfied



14



46.7



46.7



73.3



8



26.7



26.7



100.0



30



100.0



100.0



Very Satisfied Total



Easy on obtaining loan



Cumulative Frequency Valid



Dissatisfied



Percent



Valid Percent



Percent



4



13.3



13.3



13.3



Neutral



10



33.3



33.3



46.7



Satisfied



13



43.3



43.3



90.0



3



10.0



10.0



100.0



30



100.0



100.0



Very Satisfied Total
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Satisfied on UCBL credit policy



Cumulative Frequency Valid



Dissatisfied Neutral Satisfied



Valid Percent



Percent



1



3.3



3.3



3.3



13 9



43.3 30.0



43.3 30.0



46.7 76.7



7



23.3



23.3



100.0



30



100.0



100.0



Very Satisfied Total



Percent



I am satisfied on the procedure of credit policy



Cumulative Frequency Valid



Dissatisfied



Percent



Valid Percent



Percent



3



10.0



10.0



10.0



Neutral



12



40.0



40.0



50.0



Satisfied



13



43.3



43.3



93.3



2



6.7



6.7



100.0



30



100.0



100.0



Very Satisfied Total



UCBL has a good satisfactory interest rate on loan



Frequency Valid



Percent



Valid Percent



Cumulative Percent



Dissatisfied



2



6.7



6.7



6.7



Neutral



6



20.0



20.0



26.7



Satisfied



16



53.3



53.3



80.0



6



20.0



20.0



100.0



30



100.0



100.0



Very Satisfied Total



43



 Credit Risk Management Analysis of UCBL



2012



UCBL has a good satisfactory result on loan disbursement



Cumulative Frequency Valid



Dissatisfied Neutral Satisfied



Valid Percent



Percent



4



13.3



13.3



13.3



11 13



36.7 43.3



36.7 43.3



50.0 93.3



2



6.7



6.7



100.0



30



100.0



100.0



Very Satisfied Total



Percent



Problems on UCBL credit policies



Cumulative Frequency Valid



Dissatisfied



Percent



Valid Percent



Percent



2



6.7



6.7



6.7



Neutral



12



40.0



40.0



46.7



Satisfied



12



40.0



40.0



86.7



4



13.3



13.3



100.0



30



100.0



100.0



Very Satisfied Total



Problem face to understand UCBL credit policies



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Very Dissatisfied



1



3.3



3.3



3.3



Dissatisfied



3



10.0



10.0



13.3



Neutral



11



36.7



36.7



50.0



Satisfied



12



40.0



40.0



90.0



3



10.0



10.0



100.0



30



100.0



100.0



Very Satisfied Total
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Face problem at giving interest amount



Cumulative Frequency Valid



Dissatisfied



Percent



Valid Percent



Percent



2



6.7



6.7



6.7



Neutral



11



36.7



36.7



43.3



Satisfied



13



43.3



43.3



86.7



4



13.3



13.3



100.0



30



100.0



100.0



Very Satisfied Total



Problem face to understand the procedure of credit system



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Very Dissatisfied



3



10.0



10.0



10.0



Dissatisfied



2



6.7



6.7



16.7



Neutral



9



30.0



30.0



46.7



Satisfied



14



46.7



46.7



93.3



2



6.7



6.7



100.0



30



100.0



100.0



Very Satisfied Total



Credit risk management is successfully control by UCBL



Cumulative Frequency Valid



Dissatisfied



Percent



Valid Percent



Percent



1



3.3



3.3



3.3



Neutral



11



36.7



36.7



40.0



Satisfied



17



56.7



56.7



96.7



1



3.3



3.3



100.0



30



100.0



100.0



Very Satisfied Total
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Credit risk management of UCBL has a strong rules and regulation



Cumulative Frequency Valid



Dissatisfied



Percent



Valid Percent



Percent



3



10.0



10.0



10.0



Neutral



11



36.7



36.7



46.7



Satisfied



10



33.3



33.3



80.0



6



20.0



20.0



100.0



30



100.0



100.0



Very Satisfied Total



UCBL has a strong reputation and image in the community



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Dissatisfied



2



6.7



6.7



6.7



Neutral



3



10.0



10.0



16.7



Satisfied



13



43.3



43.3



60.0



Very Satisfied



12



40.0



40.0



100.0



Total



30



100.0



100.0



Interest rate on loans



Cumulative Frequency Valid



Dissatisfied



Percent



Valid Percent



Percent



2



6.7



6.7



6.7



Neutral



12



40.0



40.0



46.7



Satisfied



11



36.7



36.7



83.3



5



16.7



16.7



100.0



30



100.0



100.0



Very Satisfied Total
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Credit risk management team of UCBL monitor customer very carefully



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Neutral



7



23.3



23.3



23.3



Satisfied



17



56.7



56.7



80.0



6



20.0



20.0



100.0



30



100.0



100.0



Very Satisfied Total



Employee are skilled and efficient



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Neutral



7



23.3



23.3



23.3



Satisfied



16



53.3



53.3



76.7



7



23.3



23.3



100.0



30



100.0



100.0



Very Satisfied Total



Access to service



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Dissatisfied



1



3.3



3.3



3.3



Neutral



7



23.3



23.3



26.7



Satisfied



16



53.3



53.3



80.0



6



20.0



20.0



100.0



30



100.0



100.0



Very Satisfied Total
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UCBL employee provide fast and efficient service



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Neutral



10



33.3



33.3



33.3



Satisfied



10



33.3



33.3



66.7



Very Satisfied



10



33.3



33.3



100.0



Total



30



100.0



100.0



Friendless of bank personal



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Very Dissatisfied



2



6.7



6.7



6.7



Dissatisfied



1



3.3



3.3



10.0



Neutral



5



16.7



16.7



26.7



Satisfied



12



40.0



40.0



66.7



Very Satisfied



10



33.3



33.3



100.0



Total



30



100.0



100.0



Trust on UCBL



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Neutral



9



30.0



30.0



30.0



Satisfied



12



40.0



40.0



70.0



9



30.0



30.0



100.0



30



100.0



100.0



Very Satisfied Total
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Trust on UCBL polices of credit policy



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Neutral



10



33.3



33.3



33.3



Satisfied



12



40.0



40.0



73.3



8



26.7



26.7



100.0



30



100.0



100.0



Very Satisfied Total



Trust on loan management team of UCBL



Cumulative Frequency Valid



Percent



Valid Percent



Percent



Dissatisfied



1



3.3



3.3



3.3



Neutral



5



16.7



16.7



20.0



Satisfied



19



63.3



63.3



83.3



5



16.7



16.7



100.0



30



100.0



100.0



Very Satisfied Total
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Cross-Tab:



Cross-tabulation is an efficient way of presenting the relation between two or more variables. Bellow the cross-tabulation between gender*income and age*income has been present bellow:



Case Processing Summary



Cases Valid N



Missing Percent



N



Total



Percent



N



Percent



Gender * Income



30



100.0%



0



.0%



30



100.0%



Age * Income



30



100.0%



0



.0%



30



100.0%
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Gender * Income Cross tabulation



Count Income



Gender



30000-



40000-



50000-



60000 -



80000 -



90000 -



100000-



40000



50000



60000



70000



90000



100000



Above



Total



Male



6



4



2



0



3



0



4



19



Female



5



2



0



2



0



2



0



11



11



6



2



2



3



2



4



30



Total



Age * Income Cross tabulation



Count Income



Age



30000-



40000-



50000-



60000 -



80000 -



90000 -



100000-



40000



50000



60000



70000



90000



100000



Above



Total



20-25



2



0



0



0



0



0



0



2



26-30



6



1



1



0



0



0



1



9



31-35



1



4



1



0



0



0



0



6



36-40



2



0



0



0



2



1



0



5



41-45



0



1



0



1



1



0



1



4



46-



0



0



0



1



0



1



2



4



11



6



2



2



3



2



4



30



Above Total



As it can be seen from the gender income cross-tabulations highest earning members in the sample is dominantly male which is not unusual in our society. What is surprising is that when you look at the age income cross-tabulations younger age groups (20-25, 26-30) most of them are earning wages comparable to first mid age group (31-35) this could be attributed to well-paying executive positions at companies with low rate of promotions (reflected by the lack of notable increase income later on)
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Reliability Analysis:



Reliability analysis in SPSS is used to measure the internal consistency of the questionnaire employed through Cronbach`s Alpha



Case Processing Summary



N Cases



Valid a



Excluded Total



% 30



100.0



0



.0



30



100.0



a. List wise deletion based on all variables in the procedure.



Reliability Statistics



Cronbach's Alpha



N of Items



.869



23



As it can be seen above Cronbach alpha = .869 which is > 0.7 thus the questionnaire methods can be deemed fairy satisfactory Correlations Analysis:



Correlation is a statistical measurement of the relationship between two variables. Possible correlations range from +1 to –1. A zero correlation indicates that there is no relationship between the variables. A correlation of –1 indicates a perfect negative correlation, meaning that as one variable goes up, the other goes down. A correlation of +1 indicates a perfect positive correlation, meaning that both variables move in the same direction together. 



*** p






** p






*p


In the next Page I calculate Pearson correlation.
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Correlation between Service Quality and Customer Satisfaction:



Correlations #1



Customer Service quality



satisfaction **



Service quality



Pearson Correlation



1



Sig. (2-tailed) N Customer satisfaction



Pearson Correlation Sig. (2-tailed) N



.935 .000



30



30



**



1



.935



.000 30



30



**. Correlation is significant at the 0.01 level (2-tailed).



The



Pearson’s



r for the correlation between the Service Quality and Customer Satisfaction



frequency is (r = .935) that represents Pearson’s r is very strong which means that there is a very strong relationship between two variables. This suggests that changes in one variable very strongly correlated with changes in the second variable. So we could conclude that our variables very strongly correlated. The Sig. (2-Tailed) value in the analysis is .000 which is less than .05. Because of this we can conclude that there is statistically significant correlation between two variables. That means, increases or decreases in one variable do significantly relate to increases or decreases in second variable.
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Correlation between Employee behavior and Customer satisfaction:



Correlations #2



Employee



Customer



behavior



satisfaction **



Employee behavior



Pearson Correlation



1



Sig. (2-tailed) N Customer satisfaction



Pearson Correlation Sig. (2-tailed) N



.781 .000



30



30



**



1



.781



.000 30



30



**. Correlation is significant at the 0.01 level (2-tailed).



The



Pearson’s



r for the correlation between the Employee behavior and Customer



Satisfaction frequency is (r = .781) that represents Pearson’s r is strong which means that there is a strong relationship between two variables. This suggests that changes in one variable very strongly correlated with changes in the second variable. So we could conclude that our variables strongly correlated. The Sig. (2-Tailed) value in the analysis is .000 which is less than .05. Because of this we can conclude that there is statistically significant correlation between two variables. That means, increases or decreases in one variable do significantly relate to increases or decreases in second variable.
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Correlation between Trust and Customer Satisfaction:



Correlations #3



Customer Trust



satisfaction **



Trust



Pearson Correlation



1



Sig. (2-tailed) N Customer satisfaction



Pearson Correlation Sig. (2-tailed) N



.675 .000



30



30



**



1



.675



.000 30



30



**. Correlation is significant at the 0.01 level (2-tailed).



The Pearson’s r for the correlation between the Trust and Customer Satisfaction frequency is (r = .675) that represents Pearson’s r is moderate which means that there is a moderate



relationship between two variables. This suggests that changes in one variable moderately correlated with changes in the second variable. So we could conclude that our variables moderately correlated. The Sig. (2-Tailed) value in the analysis is .000 which is less than .05. Because of this we can conclude that there is statistically significant correlation between two variables. That means, increases or decreases in one variable do significantly relate to increases or decreases in second variable.
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Findings of Data: Ho: There is a negative relationship between Service Quality and Customer Satisfaction. H1: There is a positive relationship between Service Quality and Customer Satisfaction.



There is a significant positive correlation between Service Quality and Customer Satisfaction. The Customer Satisfaction is showing significance at the 0.01 level with Service quality and frequency level is 0.935. That is show a very strong relationship between Service Quality and Customer Satisfaction (Table correlation #1). So we can reject the null hypotheses.



H0: There is a negative relationship between Employee Behavior and Customer Satisfaction. H2: There is a positive relationship between Employee Behavior and Customer Satisfaction.



There is a significant positive correlation between Employee Behavior and Customer Satisfaction. The Customer Satisfaction is showing significance at the 0.01 level with Employee Behavior and frequency level is 0.781. That is show a strong relationship between Employee Behavior and Customer Satisfaction (Table correlation #2). So we can reject the null hypotheses.



H0: There is a positive relationship between Trust and Customer Satisfaction. H3: There is a negative relationship between Trust and Customer Satisfaction.



There is a significant positive correlation between Trust and Customer Satisfaction. The Customer Satisfaction is showing significance at the 0.01 level with Trust and frequency level is 0.675. That is show a moderate relationship between Trust and Customer Satisfaction (Table correlation #3). So we can’t reject the null hypotheses.
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SWOT Analysis of United Commercial Bank:



SWOT analysis refers to analysis of strengths, weaknesses, opportunities and threats of an organization. This facilitates the organization to make its future performance improved in comparison to its competitors. An organization can also study its current position through SWOT analysis. For all of these, SWOT analysis is considered as an important tool for making changes in the strategic management of an organization.



Strengths of UCBL 



Top Management: The United Commercial Bank Limited is operated by a very



efficient management group. The top management officials have all worked in reputed banks and their years of banking experience, skill, and expertise will continue to contribute towards further expansion of the bank. So, the top management of the bank is the major strength for UCBL. 



Company Reputation: UCBL has already established a favorable reputation in the



banking industry of the country. It is one of the leading private sector commercial banks in Bangladesh. The bank has already shown a tremendous growth in the profits and deposits sector. 



Many Branches: In Bangladesh, The bank has 125 branches to provide services to the



people. All these branches are located in such places where customers feel comfortable and safe to make their transactions. This creates a positive image in the minds of the potential customers and many people get attracted to the bank. 



Corporate Culture: UCBL has an interactive corporate culture. The working environment of UCBL is very friendly, interactive and informal. And, there are no



hidden barriers or boundaries while communicate between the superior and the employees. This corporate culture works as a great motivation factor among the employees of the bank. 



Various Products and Services: UCBL offers various types of products and services to



their clients. So those, Customers can choose the right products that will fulfill their needs. 



Technological Advancement: The bank started online service in all branches. It is fully



online service provider.
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Weakness of UCBL







Heavily depended on head office for decision making.







Absence of upgraded website.







Low remuneration package.







Low promotion campaign.







Not fully computerized.



Opportunities of UCBL







Product line proliferation:



UCBL must expand its product line to enhance its



sustainable competitive advantage. For example, UCBL can introduce mobile banking. 



Introducing more branches: There are many important places in Bangladesh, where



customers are eagerly waiting for doing banking transactions. But no existence of banks is in those places. Although UCBL already has 125 branches to provide services to its customers, it must also open more branches in those places where people needs banking facilities. 



Introducing special corporate scheme: UCBL can introduce special corporate schemes



for the corporate customers or officers who have an income level higher from the service holders. At the same time, they can introduce schemes or loans for various service holders. And the schemes should be separate according to the professions,







such as engineers, lawyers, doctors etc. Developing new products and services: The bank should offer new products and services.
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Threats of UCBL







The default risks of all terms of loan have to be minimizing in order to sustain in the financial market. Because default risk leads the organization towards to bankrupt. UCBL has to remain vigilant about this problem so that proactive strategies are taken to minimize this problem if not elimination.







The low compensation package of the employees from mid level to lower level position threats the employee motivation. As a result, good and potential employees leave the organization and its effects the organization as a whole.







Certain Bangladesh Bank rules and regulations.







Some commercial/ foreign as well as private banks.







Similar types of retail banking products: Other banks can also capture a huge market share by offering similar products and services provided by the Bank.







Customer awareness of pricing and services.
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Findings



While working at United Commercial Bank, Bashundhara Branch, I have attainted to the newer kind of experience. After the collecting and analyzing of data I have got some findings. Those findings are completely from my personal point of view. Those are:







Branch Manager Conscious efforts to achieve the targets and knows how to motivate employees and how to represent the Bank well in the local community.







The employees of the bank are young, energetic, co-operative and friendly. Their dealings with the clients are co-operative and friendly which create positive perception about the bank in the clients mind.







The bank uses some modern technology such as: Fax, Telex, and SWIFT. So, their service is better than most of the bank.







The credit analysts have a strong background in accounting financial statement analysis, business law and economics along with good negotiating skills. This lessens the possibility of bad debt.







The loans and deposits of this bank are rising at an impressive rate.







The Customer service of UCBL is very much impressive than other financial institution.







Special schemes like consumer deposit scheme, monthly saving scheme etc. are very popular.







The working environment of the office is very nice.







The bank provided online banking in all branches .The operations of the Bank are computer oriented to ensure prompt and efficient services to the customers.







Cost of fund is high in this branch.







In UCBL, customers can open DPS within the first ten days of a month.







The web-site of UCBL is not updated. Only a few amount of information are given and products and services are written in Bangla in the website.







United Commercial Bank Limited should properly advertise and Communicate to public about the services provided by it. So that, more customers will beattracted.







The branch has only one photocopy machine which is sometimes create a great problem.
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Recommendations



Through this study I myself gained some practical knowledge about credit business in Bangladesh and other banking stuffs. I want to put some suggestion here which I think if followed would definitely help United Commercial Bank Ltd. to promotion in credit business and also their banking system.







In the credit department, strict supervision is necessary to avoid loan defaulters. The bank official should do regular visit to the projects.







To attract more clients United Commercial Bank Ltd. should sought new marketing strategy, which will increase the total export and import business.







Introduction of various incentives to increase remittance.







Effective and efficient initiative is necessary to recover the default loans.







To increase the knowledge and work with confidence, there is no alternative of training. Training programs increase the working capability of employees. The bank should arrange adequate Training programs for employees.







The bank has to increase their advertisements and also increase their social activities.







The bank must also open more branches in those places where people need banking facilities. Management should consider about the location to set up a new branch.







Workload on the same level employees is not same; in this case management should distribute the work more carefully.







Each and every branch should establish an information cell with one/two smart executives who will be able to provide all sort of information regarding banking and respective branch.







Digital indicators can be set up inside the branch so that the customers do not get confused when they need to move from one section to another section. This will also enhance the branch premise more professional.







The bank should focus more on existing customers in order to build strong and loyal relationship with them as satisfied customers more aptly or certainly recommends the bank to friends and relatives. Thus the power of relationship will foster positive Word of Mouth Communication and will attract new customers at a lower cost.
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The cost of funds should to be minimized.







More information should be added in the website of the bank and the description about products and services should be written in English also.







Even though UCBL is running online business very successfully they should open more ATM booths to meet customer needs and to meet the competitions.







If UCBL increases number of employee they can provide more satisfactory service to the customers.







Introducing the new feature of product may attract the customer to take loan from the UCBL.
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Conclusions



UCBL started its journey on 26 June, 1983 with the commitment of economic and social development of Bangladesh. After passing almost 29 years, UCBL still have a distinguished place among the finest banks in Bangladesh. The bank has 125 branches, 2783 dedicated employees and more than 5,00,000 valued clients. The bank is always committed to deliver utmost satisfaction to the customers. The bank is dedicated to provide unique service to its customers, come up with timely and innovative products and services while empasizing on the latest technology. The management of UCB is taking strategic steps to enable the bank to emerge as a strong and progressive institution. With a bulk of qualified and experienced human resource, the bank can exploit any opportunity in the banking sector. It is continuing to make efforts to refine its products and operations to make them more compatible. New deposit schemes have been introduced and action plans have been taken to maintain revenue growth in future. The image created by the bank is very good and the total condition is almost within their control. UCB have the capacity to utilize all its resources. If it can utilize its all resources, it can earn more profit and can acquire the highest position among the banks inside Bangladesh. I am quite satisfied with their overall performance so far and wish a good success and bright future of the United Commercial Bank limited.
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Appendix:



[Type the document title] All the information will be hidden from others. Personal Information



1. Male



Female



2. Age : 20 – 25 26 – 30 31 – 35 36 – 40 41 – 45 46 – Above 3. Income: 30000 – 40000 40000 – 50000 50000 – 60000 60000 – 70000 80000 – 90000 90000 – 100000 100000 + Above 4. Job Sector ……………………………… 5. Education Level ……………………..



6. Questionnaires: Please circle the number, which most closely responds to your thinking.







NO.



Customer Satisfaction Question



Very



Satisfied



Neutral



Dissatisfied



Satisfied



Very Dissatisfied



1



I am Satisfied with my bank service



5



4



3



2



1



2



Banks communication panel is good



5



4



3



2



1



3



Easy on obtaining loans (the acceptability of loan terms)



5



4



3



2



1
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4



Satisfied on UCBL credit policy



5



4



3



2



1



5



I am satisfied on the procedure of credit policy



5



4



3



2



1



Satisfied



Neutral



Dissatisfied







NO.



Service Quality Question



Very Satisfied



Very Dissatisfied



1



UCBL has a good satisfactory interest rate on loan



5



4



3



2



1



2



UCBL has a good satisfactory result on loan disbursement



5



4



3



2



1



3



Problems on UCBL credit polices



5



4



3



2



1



4



Problem face to understand UCBL credit policies



5



4



3



2



1



5



Face problem at giving interest amount



5



4



3



2



1



6



Problem face to understand the procedure of credit system



5



4



3



2



1



7



Credit risk management is successfully controlled by UCBL



5



4



3



2



1



8



Credit risk management of UCBL has strong rules and regulation



5



4



3



2



1



9



UCBL has a strong reputation and image in the community



5



4



3



2



1



10



Interest rate on loans



5



4



3



2



1



Satisfied



Neutral



Dissatisfied







NO.



Employee Behavior Question



Very Satisfied



Very Dissatisfied



1



Credit risk management team of UCBL monitor customer very carefully



5



4



3



2



1



2



Employees are skilled and efficient



5



4



3



2



1



3



Access to services



5



4



3



2



1



4



UCBL employee provide fast and efficient service



5



4



3



2



1



5



Friendless of bank personal



5



4



3



2



1
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Trust Question



Very



Satisfied



Neutral



Dissatisfied



Satisfied



Very Dissatisfied



1



Trust on UCBL credit policy



5



4



3



2



1



2



Trust on UCBL polices of credit policy



5



4



3



2



1



3



Trust on loan management team of UCBL



5



4



3



2



1



Thank You
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