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Directors’
Report

Bismillahir Rahmanir Rahim

Dear Shareholders,

The Board of Directors of Southeast Bank Limited takes this opportunity to 
welcome you all to the 24th Annual General Meeting of the Shareholders and 
has immense pleasure to lay before you the 24th Annual Report of the Bank 
together with the Auditors’ Report for the year ended December, 2018.

1.  World economic scenario in 2018 
and outlook for 2019

Worlds’ aggregate economic growth remained 
steady at 3.1 percent in 2018 (Source: United Nations 
and The World Bank Group). Economic growth 
picked up the pace in more than half the world’s 
economies in 2018. Thanks to the expansionary 
fiscal policy in USA, developed economies expanded 
at a steady pace of 2.2 percent and growth rates in 

many countries have risen close to their potential, 
while full employment prevailed in most of the 
major developed economies. As far as developing 
economies are concerned, East and South Asian 
regions (including Bangladesh) remain on a 
relatively strong growth trail, growing by 5.8 percent 
2018. While economic prospects at the global level 
have improved over the past year, several large 
developing countries have seen per capita income 
decline.

Annual percentage change 2016 2017 2018*

World 2.5 3.1 3.1

Developed economies 1.7 2.2 2.2

United States of America 1.6 2.2 2.8

Japan 1.0 1.7 1.0

European Union 2.0 2.4 2.0

EU-15 1.9 2.2 1.8

EU-13 3.2 4.6 4.2

Euro area 1.9 2.4 2.0

Other developed countries 1.9 2.4 2.5

Economies in transition 0.4 2.0 2.1

South-Eastern Europe 3.1 1.9 3.9

Commonwealth of Independent States and Georgla 0.3 2.0 2.1

Russian Federation -0.1 1.5 1.5

Developing economies 3.9 4.5 4.4

Source : World Econmic Situations & Prospects-2019 United Nation
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Many commodity- exporting countries, notably 
fuel exporters, are continuing a gradual recovery, 
although they remain exposed to volatile prices. 

The growth in global industrial production and 
merchandise trade volumes has been contracting 
since the beginning of 2018. Despite this steady 
growth in Global economy, vulnerabilities and 
weaknesses in many developing economies and the 
unequal seed of economic advancement across the 
world is also observed. 

Over the course of 2018, there was a significant 
rise in trade tensions among the world’s largest 
economies, with a steep rise in the number of 
disputes raised under the dispute settlement 
mechanism of the World Trade Organization. Moves 
by the United States to increase import tariffs 
have sparked retaliations and counter-retaliations. 
Global trade growth has lost momentum, although 
stimulus measures and direct subsidies have so far 
offset much of the direct negative impacts on China 
and in the United States.

Rising policy uncertainties and deepening country-
specific vulnerabilities generated heightened 
financial market volatility in 2018. Investor sentiments 
were affected by escalating trade tensions, high 
levels of debt, elevated geopolitical risks, oil market 
developments, and shifting expectations over 
the monetary policy path of the United States. 
Against this backdrop, global financial conditions 
experienced some tightening during the year.

Global inflation remains moderate, but is on an 
upward trend in the majority of countries. Rising 
oil prices contributed to additional inflationary 
pressures in oil-importing countries over the course 
of most of 2018, while currency depreciation against 
the US dollar put upward pressure on imported 
prices in many countries.  

Inflation in 2017 and 2018

Source : World Econmic Situations & Prospects-2019 United Nation

Major Commodity Prices
A. Commodity Prices indices
Index, 2015 = 100

Source: UNCTAD
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The anticipated failure of policymakers in Europe 
to finalize legal and regulatory arrangements in 
advance of the intended withdrawal of the United 
Kingdom of Great Britain and Northern Ireland from 
the European Union subdued economies of Europe. 

Considerable uncertainty surrounds the monetary 
policy adjustment path in the developed economies, 
particularly the United States. Against a backdrop of 
fiscal expansion and an increase in import tariffs, a 
strong rise in inflationary pressures  impelled the 
United States Federal Reserve to raise interest rates 
at a much faster pace , triggering a sharp tightening 
of global liquidity conditions specially in Emerging 
Economies. 

2019 outlook  

At the global level, growth is expected to moderate 
slightly to 3 percent in 2019 (International Monitory 
Fund). Slower growth in China and the United States 
will be largely offset by continued recovery in some 
developing regions and economies in transition that 
earlier had suffered most by the commodity price 
collapse. Among developed economies, US growth is 
projected to decelerate notably as the effect of fiscal 
expansion decreases and the consequences of rising 
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interest rates are increasingly being felt. While steady 
growth is projected for the EU, the risks are tilted 
to the downside, including potential fallout from 
Brexit. Among developing and transition economies, 
the gradual moderation of growth in China is likely 
to continue, with policy support partly offsetting 
the negative impact of trade tensions. Several large 
commodity-exporting countries, such as Brazil, 
Nigeria and the Russian Federation, are projected to 
see a moderate pickup in growth in 2019.

Primary signs indicate some slowdown in economic 
thrust in many countries in 2019, in the middle of 
increasing trade disputes, risks of financial stress 
and volatility, and an undercurrent of geopolitical 
stresses. At the same time, several developed 
economies are facing capacity constraints, which 
may have an effect on growth in the short term. 

An extended episode of heightened tensions and 
spiral of additional tariffs among the world’s largest 
economies poses considerable risk to the global 
trade outlook. The impact on the world economy 
could be significant: a slowdown in investment, 
higher consumer prices and a decline in business 
confidence. This would create severe disruptions 
to global value chains, particularly for exporters in 
East Asian economies that are deeply embedded 
into the supply chains of trade between China and 
the United States. Slower growth in China and/or 
the United States could also reduce demand for 
commodities, affecting commodity-exporters from 
Africa and Latin America. 

Investors may become particularly cautious of 
countries with significant domestic vulnerabilities, 
such as high current account and fiscal deficits, 
large external financing needs. Financial stress can 
also spread between countries through banking 
channels and other financial market linkages. 
In addition, there is evidence of recent financial 
market contagion through discrete shifts in investor 
confidence, placing emerging markets more broadly 
at risk.

2.  State of the Bangladesh Economy in 
2018 and Economic Trends

Despite the doldrums of political uncertainties and 
electoral activities Bangladesh economy has been 
able to maintain sustained economic growth in 2018. 

The major contributors behind the growth remained 
Industry Expansion and Inward Remittances from 
abroad. Rapid growth in industrialization has 
resulted in further employment generation as well 
as eradication of poverty. Though the Banking 
sector witnessed a difficult period during the year 
the economy grew at a rate of 7.86% in 2018, 
satisfactorily up from 7.28% growth in 2017.

The per capita national income reached US$1,751 
in 2018, up by US$141 a year earlier. During the 
period broad agriculture sector registered a growth 
of 4.19 %, up by 1.22 % points compared to the 
previous year due to the better performance of 
most of its sectors and sub-sectors. 

Inflation 

The annual inflation rate in Bangladesh eased to 
5.35 percent in December 2018 from 5.37 percent 
in the prior month. It is the lowest inflation rate since 
February 2017, amid a slowdown in price rises of 
both food (5.28% vs 5.29%) and non-food products 
(5.45% vs 5.495), of which gross rent, fuel & lighting 
(2.64% vs 2.69%); miscellaneous goods & services 
(6.63% vs 6.83%) and recreation, entertainment, 
education & cultural services (0.94% vs 1.25%). On 
a monthly basis, consumer prices edged up 0.1 
percent, following a 0.4 percent decrease in the 
previous month. 

Bangladesh Inflation Rate:

5.88

5.72 5.68
5.63

5.57 5.54 5.51 5.48
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Source: Trading Economics.com | Bangladesh Bureau of Statistics

Government Expenditure

The government expenditure as percentage of 
GDP has been increasing gradually. Government 
expenditure increased to 13.60% and 14.27% of 
GDP in 2017 and 2018 respectively. The utilisation 
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of ADP allocation was 95% in 2018. Currently, the 
larger portion of ADP is financed from domestic 
sources. A slight reduction has been occurred in Aid 
flow in 2018 compared to the previous fiscal year.

Monetary policy

The monetary policy strategy for 2018 was targeted 
to maintain an annual average inflation rate below 
6.0%. To keep inflation within desired level the 
Monetary Policy Statement (MPS) for 2018 set 
targets for broad money and reserve money growth 
at 13.3% and 12.0% respectively. 

Chart: Sectoral Growth of Private Sector Credit
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Capital Market Development

Although, in case of Dhaka Stock Exchange, the price 
index marginally decreased, market capitalisation 
slightly increased from June 2017 to June 2018. On 
the other hand, both the price index and market 
capitalisation of Chattogram Stock Exchange stirred 
in upward direction in 2018. For ensuring stable 
and smooth operation of the capital market and 
restoring the confidence of general investors several 
restructuring activities were carried out during this 
period.

Export 

Bangladesh is world’s second-biggest apparel 
exporter after China. Garments including knit 
wear and hosiery account for 80% of exports 
revenue; others include: jute goods, home textile, 
footwear and frozen shrimps and fish. Exports 
from Bangladesh increased to BDT 253.20 billion in 

October from BDT 251.67 billion in September of 
2018. 
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Import 

Imports in Bangladesh increased to BDT 426.27 
billion in October from BDT 397.41 billion in 
September of 2018. Imports in Bangladesh averaged 
BDT 77.24 billion from 1976 until 2018, reaching an 
all time high of BDT 453.21 billion in May of 2018.
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Trade Deficit

Bangladesh recorded a trade deficit of BDT 173.10 
billion in October of 2018. Balance of Trade in 
Bangladesh averaged BDT 27.40 billion from 1976 
until 2018.

Source: Trading Economics.com | Bangladesh Bank
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Current Account Balance

During 2018, the current account of balance of 
payment shows a deficit for high growth of imports. 
Import expenditures have boosted up massively 
because of increasing private investment and 
implementation of mega projects. However, the 
increase in foreign direct investment, medium and 
long term loans inflow of the capital and financial 
accounts contributed to ease the effect. As a result, 
foreign exchange reserve remained stable and 
reached US$32.9 billion at the end of 2018, which 
allowed slight depreciation of the exchange rate 
against US dollar. 

Jul 2015 Jan 2015 Jul 2016 Jan 2017 Jul 2017 Jul 2018Jan 2018
Source: Trading Economics.com | Bangladesh Bank
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Overall Outlook 2019

Bangladesh's economy is expected to grow by 7.86 
percent in 2019 Fiscal year (Bangladesh Bureau of 
Statistics). The economic activities will remain buoyat 
in 2019 aided by strong domestic demand, growth in 
remittance inflow and pick up in export. Increasing 
Government expenditure and massive development 
activities will also support domestic consumption 
and investment. The Service and Agricultural sector 
will also remain buoyant supported by political 
stability and investment friendly climate. 

The projection is based on factors like-a new 
Government with strong commitment for better 
governance and accelerated development 
has been formed, mega development Projects 
including infrastructure are being undertaken and 
implemented, new policies and legal, structural 
reforms are taking place. Financial sector is 
anticipated to be more vibrant than ever and the 
economy is on the road to further prosperity. 

Long-term growth projections for real GDP growth 
made by several agencies shows that Bangladesh is 
on top of the five fastest-growing economies in Asia. 
As per projections, Bangladesh is the only country to 
maintain 7.0-plus growth rate annually up to 2030 
and these even beyond. The global credit ratings of 

Bangladesh have also been remarkable as Moody’s, 
S&P and Fitch rated the country as Stable.

2019 will be a significant year for our journey to 
became a Middle Income Country (MIC). 

3.  An overview of the Bank.

Southeast Bank Limited, a second generation 
private commercial bank, emerged in 1995 amid 
liberalization of global economies. Currently, its 
Authorized Capital is BDT 15,000.00 million and its 
total capital and reserve reached BDT 38,860.11 
million as on December 31, 2018. Its vision is 
to stand out as a premier banking institution in 
Bangladesh and contribute significantly to the 
national economy.

The Bank, in the meantime, successfully completed 
twenty four years of banking operations registering 
significant growth in performance indicators. 
In 2018, the Bank earned an after tax profit of  
BDT 2,473.21 million. The deposit of the Bank 
grew by 10.56 percent to BDT 298,334.79 million 
and loans and advances by 14.23 percent to  
BDT 267,671.63 million compared to those of 2017.

Operational excellence coupled with qualitative 
improvements continued to be of paramount 
importance to the Bank. At present, the Bank has 
135 branches and 02 Off-Shore Banking Units 
across the country. Plans have been made to 
raise another 10 branches in 2019. Our journey 
towards greater operational success continues with 
increased energy and enthusiasm.

As we face the stiff challenges ahead on the way to 
further improving the profitability of the Bank, we 
rely on our skilled and experienced manpower. Our 
strengths are our close and cordial partnership 
with customers, our firmly anchored presence in 
the country’s strategic places of commercial and 
business importance and global reach through 
our correspondent Banks for expansion of foreign 
trade, foreign exchange and remittance business. 
Our product-basket encompasses Real Time 
Online Branch Banking, Islamic Banking, Merchant 
Banking, Dual Currency Visa Platinum Credit Card, 
Visa Travel Card, ATMs, Education Loan Scheme, 
Consumer Loan, Double Benefit Scheme, Millionaire 
Deposit Scheme, SME Banking, Corporate Banking, 
Syndicate Loan, Monthly Savings Scheme, Fixed 
Deposit, Monthly Income Scheme, Pension Saving 
Scheme, Multi-Millionaire Gold Deposit Scheme 
(kept in abeyance for the time being), Mohor Saving 
Scheme, Zakat Account, Cash Wakfh Account, Wage 
Earner Pension Scheme, etc. in addition to our 
traditional credit and foreign trade related products 
and services.
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High quality customer service through the integration 
of the latest and state of the art banking technology 
is our tool to achieve success. Customers are our 
first priority. We are trying hard to provide a system 
of one stop solutions for customers by providing 
a spectrum of services. Our employees have 
mastered new technology, enhanced their product 
knowledge and honed their skill to help customers 
meet their financial goals. We want to be the best 
at helping customers become financially better off 
by providing necessary advice, innovative leading-
edge financial solutions, choice and convenience. 
Irrespective of customers’ size and type, we aim at 
delivering the best customer service by meeting 
their unique and different needs in a professional, 
ethical, friendly and knowledgeable manner.

We are pledge-bound to turn Southeast Bank into 
a modern banking institution dynamic in actions, 
progressive in programs, honest in dealings, just in 
judgment, futuristic in attitude, fair in approaches 
and devoted to high quality service to customers. 
Our charted plans are aimed at boosting modern 
management, advanced technology, good 
profitability, sound financial strength and fair image 
of the Bank. We are firmly committed to transparent, 
responsible and accountable corporate governance 
with the participation of our strong and most 
capable team of professionals and under the 

valuable directions and guidance of the Board of 
Directors of the Bank.

Southeast Bank carries out its business activities 
keeping in mind its core values, norms of business, 
commitment to clients, society and the environment 
at large. Southeast Bank in all its activities and 
operations tries to establish Green Banking practice 
and attain a sustainable growth. The Bank in all 
its endeavours wants to assure its shareholders a 
steady and competitive return on their investment 
in line with the best among peer institutions.

4.  Capital and Reserves

The Authorized Capital of the Bank was 
BDT 15,000.00 million and paid-up capital was 
BDT 10,544.93 million as of December 31, 2018. 
The Capital and Reserves (Tier-1 Capital and Tier-II 
Capital) stood at BDT 38,860.11 million as compared 
to BDT 33,765.13 million in last year showing an 
increase of 15.09 percent. 

SEBL has raised BDT 500 crore during the year 2018 
by issuing subordinated bond to strengthen its Tier 
II Capital base. The fund raised through issuing the 
bonds are being utilized, among others, to maintain 
capital to risk weighted Asset Ratio, to fund loans 
and advances and to maintain liquidity ratios.

Capital and Reserve of the Bank as of December 31, 2018 were as follows:
BDT in million

Regulatory Capital Consolidated Solo
Tier-I capital
1) Common Equity Tier-I Capita(CET-1)
Fully Paid-up capital 10,544.93 10,544.93
Non- repayable share premium account
Statutory reserve 10,094.15 10,094.15
General reserve 247.65 247.65
Retained earnings 2,898.04 2,803.81
Dividend equalization Reserve
Minority interest in subsidiaries 10.07
Regulatory Adjustments
Goodwill and all other Intangible assets 124.42 124.42
2) Additional Tier-1 Capital (AT-1)
3) Total Tier-1 Capital (1+2) 23,670.42 23,566.12
Tier-2 Capital
General provision (unclassified loans SMA, off balance sheet) 4,522.60 4,522.60
Subordinated debt 10,200.00 10,200.00
Revaluation Reserves as on December31, 2015 (50% of Fixed Assets and Securities & 
10% of Equities) 2,335.43 2,335.43

All other preference shares
Regulatory Adjustments
Revaluation Reserves for Fixed Assets, Securities & Equity Securities(Phase in deductions 
as per Basel-III Guidelines) 1,868.34 1,868.34

4) Total Tier-2 Capital 15,189.69 15,189.69
Regulatory Adjustments
Revaluation Reserves for Fixed 
Assets, Securities & Equity Securities (Phase in deductions as per Basel-III Guidelines) 1,868.34 1,868.34

Goodwill and all other Intangible assets 124.42 124.42
Total eligible capital (3+4) 38,860.11 38,755.81
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5.  Capital to Risk Weighted Assets 
Ratio (CRAR)

Southeast Bank has maintained Capital to Risk-
weighted Asset Ratio (CRAR) of 12.38 percent 
(consolidated) as on December 31, 2018 as against 
the minimum capital requirement of 11.875 percent 
as set by Bangladesh Bank under Basel-III reporting 
through BRPD Circular No.18 dated December 21, 
2014 of Bangladesh Bank.

6.  Capital Market Scenario

The country’s stock market witnessed a bearish 
trend throughout the year 2018 as both the market 
index and turnover including foreign investment 
declined. As a pre-election year all the investors 
followed a wait and see approach as a result of 
which turnover in the capital market remained very 
sluggish. All indicators such as Market Capitalization, 
DSE General Price Index / CSE all Shares Price 
Index and daily total turnover could not meet the 
expectations of the general investors. Market 
capitalization at the end of the year 2018 went down 
to BDT 3,872,952.837 million compared to BDT 
4,228,945.456 million of the previous year in DSE 
and in CSE BDT 3,157,178.759 million compared 
to BDT 3,528,911.082 million of the previous years. 
It has declined by 8.42 percent in DSE and 10.53 
percent in CSE. 

At the end of year 2018, DSEX, the benchmark price 
index, closed at 5,385.64133 points compared 
to 6,244.52234 points of the previous year and 
CASPI closed at 16,449.5095 points compared to 
19,268,0434 points of the previous year. The index 
lost 858.88101 points or 13.76 percent in DSE and 
2,818.5339 points or 14.63 percent in CSE in the 
year. 

Total 14 companies emerged in the capital market 
through Initial Public Offering (IPO) in the year 2018. 
BDT 15, 721.00 million was raised from the capital 
market through IPOs and 1,572.10 million of shares 
were floated in 2018. The number of BO Account 
holders slightly increased to 2,778,797 in 2018 from 
2,722,331 of 2017 which showed a marginal growth 
of 2.07 percent.

7. Shareholders’ Value Enhancement

Shareholders’ interest is the most important matter 
for strategic planning of the Bank. Our paid-up 
capital enhanced from BDT 300.00 million to BDT 
10,544.93 million, as of Dec’18 registering a growth 
of 3,415 percent through issuance of Bonus Shares 
and Rights Issue of Shares since our listing with 
both Stock Exchanges. The Bank also achieved 
considerable growth in its profit over the years 
which facilitated maximization of shareholders’ 
wealth. Steady rate of dividend declaration on 
regular basis and maintaining Market Capitalization 
in terms of Paid-up Capital at a higher end indicates 
strong fundamentals of our Shares. Net profit after 
tax of the Bank is BDT 2,473.21 million in 2018 which 
is 111.63 percent higher than BDT 1,168.63 million 
reported in 2017.

The Bank takes pride in having a constant positive 
EPS and satisfactory NAV per share. It maintained a 
steady growth in achieving EPS of BDT 2.35 and NAV 
per share of BDT 26.66 in 2018. The Bank achieved 
a healthy Return On Equity (ROE) of 0.69 percent in 
2018. The Shareholders’ equity of the Bank rose by 
BDT 28,116.66 million in 2018, which increased by 
8.88 percent from BDT 25,823.65 million of 2017. 
Retained earnings of the Bank increased to BDT 
2,898.04 million in 2018 registering a 6.69 percent 
growth from BDT 2,716.40 million in 2017.

8.  Deposits

Southeast Bank has diversified its deposit base with 
numerous products with the mixture of high cost 
and low cost deposit. Its deposit base had been 
the foremost contributor for the strong investment 
portfolio. SEBL maintained its liquidity profile 
taking into account the regulatory requirements 
and financial health of the company. As part of 
its strategic approach, SEBL thrived in low cost or 
no-cost deposits to gain edge in spread leading to 
overall profitability of the Bank. The bank through 
its dynamic retail and corporate team, has managed 
a strong deposit base with appropriate cost 
management to gain competitive advantage in the 
industry.
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The amount of total deposits of the Bank as on 
December 31, 2018 stood at BDT 298,334.79 
million as compared to BDT 269,828.08 million in 
2017. Deposit-mix of the Bank as on December 31, 
2018 was as follows:

Particulars BDT in 
Million

Share 
in Total 

Deposits

a) Current and Other 
Deposits 40,472.07 13.56%

b) Savings Bank/Mudaraba 
Savings Bank Deposits 27,259.92 9.14%

c) Special Notice Deposits / 
Mudaraba Special Notice 
Deposits

29,844.08 10.00%

d) Fixed and Scheme 
Deposits or Term  
Deposits

196,264.18 65.79%

e) Bill Payable Accounts 4,494.55 1.51%

Total 298,334.79 100%

9.  Lending and Investment

The year 2018 had been one of the most challenging 
years for the banking industry. Despite being 
challenged in the current industry scenario, SEBL 
had been able to utilize its core strengths to uphold 
a strong lending base for its clients. Pragmatic 
assessment and good monitoring enabled the 
bank to expand its investment to the new business 
horizon. Consequently, the Bank invested through 
various funded and non-funded loan products and 
services to facilitate corporate clients, Small and 
Medium Enterprises (SMEs), rural business and 
marginal farmers for a healthy growth. Featured 
products and services of SEBL comprise of cash 
credit facilities, demand loans, term loans, agri 
credit, micro credit, project finance, export credit, 
structured/syndicated finance, letter of credit, 
guarantees, discounting of bills, documentary 
credits, credit card, consumer credit etc. As a result, 
total lending of the Bank stood at BDT 267,671.63 
million as on 31st December, 2018 showing  14.23 
percent growth over previous year. Bank’s total 
lending (consolidated) and its growth rate for the 
last five years are shown below:

Year

Outstanding at 
the end of the 
year (BDT in 

Million)

Growth Rate

2018 267,671.63 14.23%
2017 234,316.72 22.13%
2016 191,865.59 13.61%
2015 168,878.46 14.83%
2014 147,070.81 9.05%

10.  Guarantee Business 

Guarantee Business (Open Ended/Close Ended) 
including diverse segments like Performance 
Guarantee, Bid Bond, Advance Payment Guarantee, 
Retention Bond and Security Bond help SEBL 
comprise a strong base for Non-Funded Business. 
At the end of 2018, total Guarantee Business of the 
Bank amounted to BDT 22,420.12 million.

Gurantee Business including ILC
(BDT in million)

16,3692016

16,4072017

22,4202018

11.  Investment Scenario

The investment portfolio of SEBL was BDT 65,609.55 
million against BDT 62,911.04 million in the previous 
year. Total investment portfolio of SEBL consists 
of diverse mix of several investment components 
including Treasury Bills, Treasury Bonds, Prize Bonds 
and Shares of listed and un-listed Companies.

12.  Asset Liability Committee (ALCO)

Asset-Liability Committee (ALCO) is a senior level 
committee with the decision making capacity and 
responsibility to review, discuss and direct the 
financial policy, position, and risk exposures. Asset-
Liability Committee comprising of members of the 
senior management team is the most important 
decision making body from the Asset and Liability 
Management point of view. As per Bangladesh 
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Bank’s ALM guideline, Southeast Bank has a 
fully functional Asset Liability Committee (ALCO) 
consisting of senior level executives.
 
The major roles and responsibilities of ALCO are as 
follows:

 Ensuring bank’s measurement and 
reporting systems accurately convey the 
degrees of liquidity and market risk.

 Monitoring the structure and composition 
of bank’s assets and liabilities and identifying 
balance sheet management issues that 
may lead to under-performance.

 Deciding on the major aspects of balance 
sheet structure, such as maturity and 
currency mix of assets and liabilities, mix 
of wholesale versus retail funding, deposit 
mix, etc.

 Deciding on how to respond to significant, 
actual and expected increases and 
decreases in required funding.

 Reviewing maturity profile and mix of 
assets and liabilities.

 Articulating interest rate views of the bank 
and decide on balance sheet strategy.

 Reviewing contingency funding plan for the 
Bank.

13.  Internal Control and Compliance

The Board of Directors of Southeast Bank Limited 
(SEBL) has established an appropriate culture to 
facilitate an effective internal control process and 
monitor its effectiveness on an ongoing basis while 
each individual of the bank has to participate in the 
process. The main objectives of the internal control 
process are to ensure:

(I) Efficiency and effectiveness of the bank in 
using its assets and other resources and 
protecting the bank from loss;

(II) Reliability, completeness and timeliness 
of financial and management information 
needed for decision making within the 
bank, shareholders, supervisors and other 
external parties; and 

(III) That all banking business complies 
with applicable laws and regulations, 
supervisory requirements and the bank’s 
policies and procedures. 

The Board of SEBL reviews and approves the 
overall business strategies and important policies 
of the bank as well as organizational structure. It 
also provides, guidance and oversight to senior 
management of the bank. SEBL is consistently 
working towards achieving the required balance 
between profitability and growth against the 
appropriate risk levels. The Board assesses 
management’s plans to grab business opportunities 
commensurate with risk management priorities 
and effectiveness of enterprise-wide framework. 
Within this context, SEBL’s organizational structure 
has been built upon a framework that promotes 
a transparent and efficient, enterprise-wide risk 
management culture wherein the behaviour, 
attitude and decisions reflect risk awareness and 
mitigation across the bank. Great importance 
is given to the risk governance structure which 
includes corporate value statements, codes of 
conduct and ethics, policies, procedures and risk 
assessment. SEBL strives to strengthen and build 
upon the existent risk values so as to minimize risk 
exposure to insignificant levels.

The Board itself and its different committees 
regularly review the potential risk resources of 
the bank, set acceptable levels for these risks and 
ensure that senior management takes the steps 
necessary to identify, measure, monitor and control 
these risks. The Board of SEBL through its Audit 
Committee also ensure that senior management is 
monitoring the effectiveness of the internal control 
system in order to establish and maintain adequacy 
and efficiency of SEBL’s system of internal controls.
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14.  Performance of Selected Liability Products as on 31st December, 2018

Both Traditional and Islamic Banking

Type of Accounts No. of 
Accounts

Deposit Volume
BDT in Million

Current Dipost (CD) 103,334 12,591.70
Special Notice Depost (SND) 11,570 29,844.08
Savings Deposit 574,843 27,259.92
Fixed Deposit Receipt (FDR) 72,569 159,422.86

Traditional Banking

Type of Accounts No. of 
Accounts

Deposit Volume
BDT in Million

Monthly Income Scheme 639 843.96
Monthly Savings Scheme 44381 4,143.30
Educational Savings Schemes 9 0.76
Multimillionaire Gold Deposit Scheme 926 839.67
Super Double Benefit Scheme 85 41.01
Pension Savings Scheme 52458 8,843.40
Millionaire Deposit Scheme 4926 2,249.42
Double Benefit Scheme 10858 13,852.33
Wage Earner Pension Savings Scheme 1735 242.78

Islamic Banking

Type of Accounts No. of 
Accounts

Deposit Volume
BDT in Million

Mudaraba Pension Savings Scheme 4421 752.09
Mudaraba Wage Earner Pension Savings Scheme 201 48.62
Mudaraba Super Double Benefit Scheme 5 1.06
Mudaraba Hajj/Umra Scheme 4 0.80
Mudaraba Multimillionaire Gold Deposit Scheme 49 49.91
Mudaraba Term Deposit Ihsan 1 5.00
Mudaraba Monthly Savings Scheme 3224 324.43
Mudaraba Double Benefit Scheme 1049 864.04
Mudaraba Marriage  Saving Scheme 8 0.05
Mudaraba Millionaire Deposit Scheme 293 120.86
Tijarah Mudaraba Muhor Savings Scheme 80 22.70
Hajj Sanchay Prokolpa 2 0.67
Mudaraba Monthly Income Scheme 60 88.60
Mudaraba Educational Savings Schemes 33 8.21

15. Budget and Budgetary Control

Southeast Bank regularly upgrades its budgetary 
techniques and processes in line with industry 
practice, dynamic business environment and 
national economic goals. Annual Budget is 
formulated as part of a medium term Five Year 
budgetary framework and is reviewed from time to 
time in the light of actual achievements of budgetary 
goals. In formulating budget, the Bank carefully 

evaluates its strengths and weaknesses and also 
takes into account likely threats and opportunities 
for business operation that may arise in the near to 
medium term.

Bank’s budgetary goals and processes are always 
consistent with the national economic development 
policies and priorities. While formulating lending 
volumes and priorities, the Bank duly takes into 
account the importance of diversified lending to 
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industrial and services sectors, geographic areas, 
SMEs and the agricultural sector. Annual Credit Policy 
of the Bank, an important guideline for allocation 
of projected volume of credit to different sectors 
specifies lending principles of the Bank. The Bank also 
carries out analysis of potentials of each and every 
Branch while determining their budgetary goals.

The budget incorporating mobilization of deposits, 
lending to different sectors, both funded and non-
funded, promotion of international trade and above 
all controlling costs of doing business are monitored 
at the Headquarters monthly. The process of 
budget formulation and execution is reviewed with 
all the branches in Annual Business Policy Meeting 
as well as in quarterly meetings held with all the 
branches. Reports on status of implementation of 
budget are placed to the Board every month and 
guidelines and directions given by the Board are 
communicated to all concerned for compliance. 
An appropriate monitoring mechanism has been 
established centrally at Headquarters of the Bank 
to ensure budget implementation.

16. Analysis of the Income and 
Expenditure Statements

A brief analysis on Bank’s income and expenditure 
in 2018 is given below:

Interest Income 

The interest income of the bank for the year 
2018 was BDT 23,977.84 million as compared to  
BDT 17,400.55 million in the previous year. The 
income generated from Loans and Advances 
remained the main contributor. 

Interest expenses 

Total interest expenses in 2018 was BDT 18,777.90 
million as against BDT 13,372.86 million in 2017 
posting an increase of 40.42 percent.  

Net Interest Income 

Net interest income of the Bank for the year 2018 
stood at BDT 5,199.94 million against BDT 4,027.69 
million in the previous year. 

Investment Income 

In 2018, Bank’s income from investment was 
BDT 5,129.75 million as compared to BDT 5,570.65 

million in the previous year. Investment income 
consisted of interest earned on treasury bills and 
bonds, capital gain, revaluation gain, gain from sales 
of shares and dividend received from shares.

Other Income 

In 2018, commission, exchange and brokerage 
earnings increased to BDT 3,652.78 million from 
BDT 3,462.93 million in 2017. Business and trade 
related fee based activities contributed directly to 
augment other income.

Operating expenses

Operating expenses of the Bank was BDT 4,870.74 
million in 2017 which reached BDT 5,178.92 million 
in 2018.

Provision against Loans and Advances

In the year 2018, provision against loans and 
advances was kept BDT 4,855.08 million as 
compared to BDT 4,791.93 million in 2017.

17. Asset Portfolio

Several diverse asset components including Cash 
and Cash Equivalents, Investments, Loans and 
Advances, Fixed Assets and other assets comprise 
the asset portfolio of the Bank. The total amount of 
asset portfolio amounted to BDT 381,575.68 million 
on 31st December, 2018. 

The break-up of total assets is given below:

Particulars BDT in Million

Cash and Cash Equivalents 34,846.96

Investments 65,609.55

Loans and Advances 267,671.63

Fixed Assets 9,337.30

Other Assets 4,110.24

Total : 381,575.68

18.  Adoption of IAS and IFRS

International Accounting Standards (IAS) and 
International Financial Reporting Standards (IFRS) 
are universally accepted principles that regulate 
the financial reporting of the entities. The Institute 
of Chartered Accountants of Bangladesh (ICAB) has 
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accepted and adopted the stated principles to be 
the benchmark for financial reporting. Bangladesh 
Securities and Exchange Commission (BSEC) and 
Bangladesh Bank also mandated the implementation 
of IAS and IFRS. Consequently, International 
Accounting Standards (IAS)/Bangladesh Accounting 
Standards (BAS)/ International Financial Reporting 
Standards (IFRS)/and Bangladesh Financial 
Reporting Standards (BFRS) as applicable in 
Bangladesh, have been followed in the preparation 
of the financial statements of the bank for the 
year 2018 and any departure therefrom has been 
adequately disclosed.

19.Growth in Operating Profit for the 
Last 5 years

The Bank has earned operating profit of BDT 
9,783.00 million in 2018 which comprises of 
net interest income, income from investment, 
commission, exchange etc. Operating profit in 2017 
was BDT 9,062.30 million. The operating profit of 
the Bank for the last (5) five years is given below:

Year Operating Profit BDT in Million
2018 9,783.00
2017 9,062.30
2016 8,503.22
2015 8,034.27
2014 8,289.76

20.Operating Income for the Last 5 
years

The operating income of the Bank stood at  
BDT  14,961.92 million at the end of 2018 while it 
was BDT 13,933.04million in 2017. The operating 
income of the Bank for the last five (5) years is given 
below:

Year Operating Income (BDT in Million)

2018 14,961.92

2017 13,933.04

2016 12,852.45

2015 11,604.39

2014 11,617.19

Despite being affected by certain industry 
challenges, our core banking activities have 
produced satisfactory results in 2018.

29%

Operating Income Mix (%)

Net interest income Investment income

6%25%

40%

21. Return on Equity for the Last 5 years

Return on Equity (RoE) of the Bank was 9.17 percent 
in 2018 while it was 4.46 percent in the previous 
year. The Return on Equity of the Bank for the last 
five (5) years is given below:

Year Percentage (%) of RoE

2018 9.17%

2017 4.46%

2016 9.06%

2015 11.86%

2014 16.51%

22. Provision for Income Tax

The provision for income tax including both 
current and deferred tax of the Bank amounted to  
BDT  2,195.45 million for the year 2018 while it was 
BDT 3,013.45 million in the previous year.

23. Profit before Tax and Provision

The Bank earned profit of BDT  9,783.00 million 
during the year before making any provision for 
classified loans, off-balance sheet exposures, 
unclassified loans and advances and before taxes 
etc. as against BDT 9,062.30 million in the year 2017.

24.Net Profit after Provision and 
Income Tax

The Bank earned net profit of BDT 2,473.21 million 
during the year 2018 after making specific provision 
for classified loans, general provision for unclassified 
loans and off-balance sheet exposure and after 
taxes etc. as compared to BDT 1,168.63 million in 
the year 2017.
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25. Net Profit for the Last 5 years

Net Profit after tax and provision was BDT  2,473.21 
million during the year 2018 which was BDT 1,168.63 
million in the previous year. Net Profit for the last 
five (5) years is given below:

Year Net Profit (BDT in Million)

2018 2,473.21

2017 1,168.63

2016 2,435.07

2015 3,069.42

2014 3,836.94

26. Statutory Reserve

The total amount of statutory reserve stood at  
BDT 924.15 million as on 31st December, 2018 
after 20% of the Profit Before Tax was transferred 
to Statutory reserve for the year 2018.

27. Southeast Bank Capital Services 
Limited

Southeast Bank Capital Services Limited (SEBCSL) 
is a subsidiary company of Southeast Bank Limited. 
It was incorporated by the Registrar of Joint Stock 
Companies and Firms under Company Act 1994 on 
September 23, 2010 as a Public Limited Company. 
The Authorized and the Paid up Capital of the 
company are BDT 6,000.00 million and BDT 5,500.00 
million respectively. SEBCSL has been carrying out 
operation as a full-fledged Merchant Bank since 
2010. Southeast Bank Limited holds 99.82% of the 
total shares of the company.   

The company is managed by a professional team 
under the policy guidelines of the Board. The 
company performed as Issue Manager under Issue 
management service to raise fund through IPO 
during the year. We committed as underwriter in 
the 4 (four) companies to the procedure of raising 
fund through IPO and Right Share issue during the 
year 2018. Margin and non-margin account for 
portfolio clients under portfolio management are 
being offered to the potential investors.    

The Board of the company comprises of the 
following professionals:  

Sl 
No Name of the Directors Position

01 Mr. Alamgir Kabir, FCA Chairman

02 Mr. Syed Sajedul Karim
Independent Director Director

03 Mr. M Kamal Hossain  
Nominee of Southeast Bank Limited Director

04 Dr. Zaidi Sattar
Nominee of Southeast Bank Limited

Director

05 Mr. Md. Khursheed Alam
Nominee of Southeast Bank Foundation Director

06 Air Cdre (Retd) Md Abu Bakar, FCA Managing 
Director

SEBCSL’s products and services includes Portfolio 
Management, Pre-IPO Placement, Underwriting 
Management, Issue Management, Corporate 
Advisory Services etc. The Company’s own portfolio 
investment in the capital market also increased 
remarkably in the year. 

Capital market of our country showed positive sign 
from early 2018.  Share price as well as turnover of 
the capital market significantly increased. During 
the year 2018, Net Operating Profit of the company 
amounted to BDT 24.08 million whereas the Profit 
after Tax stood at BDT 10.76 million. It is expected 
that the company will earn more good return from 
its investment in 2019.

28. Branches Network

In today’s intense competition, most of the financial 
institutions are striving hard to display their best 
possible efforts to be competitive. As customers 
are more fragmented, Banks are trying to enrich 
their services and network to serve the customers. 
Southeast Bank, as a leading banking institution, 
always gives highest priority to accelerate its branch 
expansion programme to augment its customer 
base and provide banking services to unbanked 
people. It is to be mentioned that business is the 
prime objective of any branch expansion strategy 
of a bank and definitely a new branch is aimed 
at plugging geographical gaps in their network. 
Southeast Bank invests in network expansion and 
new technology adoption to achieve competitive 
edge. Presently the bank is functioning with country-
wide network of 135 branches and 2 Off-Shore 
Banking Units covering all divisions of the country. 
Division-wise distribution of branches is given below:
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Division Urban Branches Rural, SME/ Agri 
Branches

Islamic Banking
Branches

Ladies’ 
Branches

Total
Branches

Dhaka 33 30 1 2 66

Chattogram 11 20 3 - 34

Sylhet 6 5 1 - 12

Khulna 4 4 - - 8

Rajshahi 8 1 - - 9

Barisal 1 - - - 1

Rangpur 2 - - - 2

Mymensingh 3 - - - 3

Total 68 60 5 2 135

To facilitate service to female entrepreneurs, the 
bank has set up two Ladies’ Branches in Dhaka city. 
The Bank is also offering Offshore Banking facilities 
through 2 (two) Offshore Banking Units (OBU) in 
Dhaka Export Processing Zone and Chattogram 
Export Processing Zone.

Moreover, the Bank is providing “Shariah-Based 
Islamic Banking Services” to the customers. Out of 
135 (One hundred thirty five) Branches of the Bank, 
5 (Five) Branches are designated as Islamic Banking 
Branches located in Dhaka, Chattogram and Sylhet 
region. At present the number of Bank’s Authorized 
Dealer (AD) Branches are 21 (twenty one). The Bank 
is also providing “Evening Banking Service” through 
27 (twenty seven) Branches to further augment its 
service delivery at extended banking hours.

113 122 128 132 135

Year-wise Branches Network

2014 2015 2016 2017 2018

29.  Implementation of Basel-III

To strengthen banks against loss absorption and 
to sustain the capacity for resilience, Bangladesh 
Bank has given directions to banks to implement 

Basel III from January 01, 2015 in phases and fully 
by January 01, 2020. A Capital Conservation Buffer 
(CCB) of 2.5% is to be kept at 0.625% each year from 
the beginning of 2016 to 2019. This is in addition 
to existing Minimum Capital Requirement (MCR) of 
10%. It means CRAR requirement will be 12.50% 
from 2019.

To increase and strengthen the capital base of 
the Bank, Basel III has introduced the following 
measures:

1) Tier 1 capital is divided into two parts: Common 
Equity Tier 1 (CET1) and Additional Tier 1 (AT1) 

2) Tier 3 capital, part of Basel-II, has been 
eliminated from Basel-III.

3) The Bank has to maintain 3% leverage ratio 
along with Liquidity Coverage Ratio (LCR) of 
100% or more and Net Stable Funding Ratio 
(NSFR) of more than 100%. 

The Bank is well positioned in respect of capital and 
risk management. It has commenced reporting of 
CRAR, leverage and liquidity ratio from January 01, 
2015 following the new risk based capital adequacy 
framework. The overall scenario as of December 31, 
2018 under pillar-I is depicted below:

Solo 
CRAR

Consolidated 
CRAR

Leverage 
Ratio LCR NSFR

12.47% 12.38% 5.16% 123.37% 115.68%
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The Bank has a Supervisory Review Process 
(SRP) team comprised of members of the senior 
management. SRP team of the Bank participated in 
dialogue with the Supervisory Review & Evaluation 
Process (SREP) team of Bangladesh Bank on the 
issue of maintaining adequate capital against all the 
risks associated with business. Moreover, Stress 
Test is conducted through a prescribed format 
given by Bangladesh Bank where impact on Capital 
to Risk-weighted Asset Ratio (CRAR) is assessed 
taking plausible shocks into account. Results of the 
Stress test are informed to the Board of Directors 
and Board Risk Management Committee (BRMC) on 
quarterly basis. If needed, appropriate measures 
are taken on the basis of stress test result as per the 
recommendation of Board of Directors and Board 
Risk Management Committee (BRMC).

Pillar-III of Basel III aims at promoting market 
discipline through disclosing the reports. The 
reports on disclosure enable market participants 
to assess and understand the key information 
relating to the Bank’s regulatory capital and risk 
exposures more effectively. The Bank has published 
the disclosure incorporating all the changes in the 
revised guidelines. The Bank has already made 
significant progress in implementing Basel-III and 
prepared itself to face the upcoming risks and 
challenges. 

30. Supervisory Review Process

Supervisory Review Process (SRP), the second pillar 
of Basel III framework, is designed to ensure not only 
to have adequate capital to support all the material 
risks in business which was not covered or adequately 
addressed in first pillar but also to encourage  to 
use better risk management techniques. There 
are mainly two components of Pillar 2, the Internal 
Capital Adequacy Assessment Process (ICAAP) and 
the Supervisory Review Evaluation Process (SREP). 
The ICAAP is the Bank’s self-assessment process on 
the overall adequacy of its capital strength in light of 
the material risks identified. The SREP is undertaken 
by the Central Bank in order to review and assess the 
Bank's ICAAP and to assess the quality of the Bank's 
risk management systems and internal controls. 
Based on the assessment, the Central Bank makes 

its own judgment on capital adequacy of the Bank 
after having dialogue with the Supervisory Review 
Process (SRP) team of the Bank.

SEBL has a Supervisory Review Process (SRP) team at 
management level headed by the Managing Director. 
The team periodically reviews the risk assessment 
process and the requirement of adequate capital 
against all plausible risks. The Bank uses Central 
Bank’s guidelines on “Revised Process Document 
for SRP-SREP Dialogue on ICAAP” to assess level of 
risks and capital requirement. It also reviews the 
policy documents that would supplement the whole 
risk mitigating process under SRP. The ICAAP report 
of 2017 has already been sent to Bangladesh Bank. 
As of December 2017, the Bank needed to keep  
BDT 32,861.41 million to act as cushion against risks 
under pillar-I and Pillar-II of Basel-III. However, the 
Bank maintained BDT 33,679.04 million as capital 
including Tier-I and Tier-II.

31. Corporate Governance

One of the basic policies of the Bank is to strengthen 
its corporate governance status by establishing 
responsible management system and strengthening 
supervision. Efforts are also being geared up to 
improve the transparency and accountability of 
the management. While putting efforts to achieve 
corporate objectives, Southeast Bank gives top 
priority to establishing appropriate corporate 
governance standard at all levels and in all units. 
A report on Corporate Governance of the Bank in 
2018 is included in this Annual Report.

32. Significant variances between 
quarterly and Annual Financial 
Statements

Annual performance of the Bank for the year 2018 
slightly deviated from quarterly financial statements 
due to increase of provisions for loans and advances 
as well as provision for investment in share due to 
fall of share price significantly in December 2018. 

However, in spite of challenging circumstances, 
annual performance for the year 2018 improved as 
compared to the performance of the year 2017. In 
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2018, EPS stood at Tk. 2.35 compared to Tk. 1.11 
in 2017. Loans and advances during the year 2018 
increased by 14.23% and deposit increased by 
10.56% from 2017 as well as Non Performing Loan 
(NPL) of the bank was reduced from 5.99% to 5.87%.

Comparative presentation of quarterly financial 
statements is presented in the segment titled as 
“Evaluation of the Quarterly Financials by the Audit 
Committee and by the Board”. 

33. Minority Interest  

Share capital structure of Southeast Bank Limited 
as of 31st December 2018 comprises of Minority 
Interest of institutional shareholders. The bank 
possesses a dignified culture of compliance 
regarding all regulatory obligations related to 
investors and shareholders. Any decision and 
actions having material impact on the interest 
of the shareholders, irrespective of the holding 
pattern, are disclosed and redressed, in due form, 
if required.

34. Loans to Directors 

No loan excepting Credit Card limit was allowed to 
any Director of the Bank in the year 2018.

35.Declaration of the Compliance of 
BSEC Notification

The following disclosures are made in compliance 
with certain provisions contained in the BSEC 
Notifications dated June 03, 2018 and June 20, 2018.

a) The financial statements prepared by the 
management present fairly its state of affairs, 
the result of its operations, cash flows and 
changes in equity.

b) All transactions have been recorded in the 
accounting records and are reflected in the 
financial statements. (ISA 580 11b) Accounting 
books have been properly maintained in the 
Bank.

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

d) Bangladesh Accounting Standards (BAS)/
Bangladesh Financial Reporting Standards 
(BFRS) as applicable in Bangladesh have been 
followed except as outlined in Note No 3 in the 
financial statements.

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

f) There are no doubts upon the Bank’s ability to 
continue as a going concern.

36.  Declaration of Dividend

The Board of Directors in its 570th meeting held 
on April 30, 2019 recommended 10 percent Stock 
Dividend for distribution amongst the shareholders 
for the year-2018 subject to the approval in the 24th 
Annual General Meeting.

As per the requirement of Basel-III the regulatory 
capital requirement will increase from 11.875% to 
12.50% in 2019. Therefore, to maintain a suitable 
and adequate capital adequacy ratio to facilitate the 
Bank’s growth and to strengthen its core capital, the 
Board proposed 10% stock dividend instead of cash 
dividend for the year 2018.

37. Corporate Social Responsibilities

Southeast Bank manages its business in a 
responsible way and contributes to the society 
and environment in which it operates. A report on 
Corporate Social Responsibility of the Bank in 2018 
is included in this Annual Report.

38.  Contribution to National Exchequer 

Southeast Bank contributed a sum of BDT 5,771.73 
million to national exchequer. The Bank’s 
contributions to the National Exchequer for the last 
five (5) years are depicted below:
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BDT in million
2017 5,771.73
2016 5,665.45
2015 4,416.10
2014 5,278.45
2013 5,461.27

5,461.27

2013

5,278.45

2014

4,416.10

2015

5,665.45

2016

Contribution to National Exchequer
(BDT in million)

5,771.73

2017
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