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Part-A

Chapter 1: Internship Preparation

1.1 Motivation and Learning Objectives

Keen interest in banking from my undergraduate studies, At the time of my internship industry
orientation helped me to understand practical experiences and how banks operate and how each
department works every day. Since we have gained a lot of theoretical knowledge during the
entire BBA program, it is very important to gather some practical experience. That is why | was
motivated to go for the internship. The internship is a great opportunity for me to apply what |
have learned so far from my academic studies in a proper corporate environment. Also, as a
finance major, | wanted to learn how financial institutions work. That is why | think an
internship is a perfect time to gain hands-on experience in a financial institution. Needless to say,
a major incentive for the Internship was to learn and grow in a corporate financial setting. | plan
to learn effective communication, teamwork, time management, problem-solving, and analytical
skills. Working in a fast-paced environment like a commercial bank will help me to enhance my

abilities to handle multiple tasks, meet deadlines, and make sound decisions.
1.2 Internship Search Process
Application Process

| began my internship search by conducting extensive research on different organizations in the
banking industry. As a Bachelor of Business Administration student, | recognized the value of
gaining practical experience in a commercial banking company. Through my research, |
discovered Mutual Trust Bank PLC and learned about its reputation, values, services, and
branches, including the Dhanmondi Branch. To gather more information about the bank and
increase my chances of securing an internship, | engaged in networking activities. | reached out
to my academic advisors, career services, and alumni who might have connections or knowledge

about the organization. They provided insights into the bank's culture, internship opportunities,
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and any potential contacts within the organization. After thoroughly understanding the bank's
values and determining it aligned with my career goals, | visited the bank's official website. |

explored the "Careers" or "Job Opportunities” section and found information about them.

Organization Selection:

After applying to various banking financial institutions, |1 was able to secure an interview at a
place like Mutual Trust Bank PLC. Additionally, ULAB had also forwarded my CV to certain
businesses. As the office was in Gulshan which was very far from my home, | was not interested
in it. My choice was Mutual Trust Bank PLC, Dhanmondi. Also, they did not take much time to
call me and showed interest in me. That is why | started my internship in the Mutual Trust Bank
PLC, Dhanmondi Branch.

1.3 Interview Experience

| got a call for an interview and the details like time and destination were sent via text right after
the call. One interview was in the early morning at Dhanmondi. | had to make sure to arrive at
my destination 15 minutes earlier. To keep that in mind, | left home a little earlier for the
interview so that I could arrive at my destination at least 15 minutes earlier. | had to make sure to
wear formal dress and took the documents that were needed for the interview. There were a lot of
candidates who waited in the waiting room and there | met with one of my friends and talked
with her about the interview questions. Mostly the interview questions were about myself,
personal experiences and things | learnt at the university. To understand my knowledge of the
banking industry and assess my fit for the internship, the interviewer asked me questions related
to banking concepts, financial services, and the role of commercial banks. They also evaluated
my problem-solving abilities, adaptability, and teamwork skills through behavioral and
situational questions. | was prepared to share examples where | had demonstrated leadership,
handled conflicts, or managed difficult customers. At the end of the interview, | was given the
opportunity to ask questions. | had prepared a list of thoughtful questions about the bank, the
internship program, and the specific role | would be undertaking. This allowed me to
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demonstrate my genuine interest in the position while also gathering more insights about my

internship experience.
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1.4 About Mutual Trust Bank PLC

Mutual Trust Bank PLC is a non-government commercial bank and in 1999 it's formed in Dhaka,
Bangladesh. Its headquarters of this bank is in Dhaka. Also its net income is 286 crore (2023).
(mutualtrustbank.com) This is the website of Mutual Trust Bank PLC. The bank got an award
that is for SME and women entrepreneurs and this is by the Bangladesh Bank. Also, Mutual
Trust Bank PLC got an award as Bangladesh best digital bank. The bank also got other awards.
Mr. Rashed Ahmed Chowdhury is the chairman of the bank MTB. And Dr. Arif Dowla, Vice
Chairman of MTB who is Representing the Advanced Chemical Industries. MTB values all the
individual employees, also they reward them for their excellent contribution and challenges they
take every day work. They also believe in gender equality, they actively encourage men and
women both, they do not compare this is the reason women employees are also dedicated to
work and fearlessly take challenges. The environment of the bank is truly healthy and also

innovative, people come to work, gather experiences and learn from each other.

Vision: MTB’s vision is simple but powerful: **'To be the most trusted bank, exceeding
customer expectations by offering excellent and innovative banking solutions.*"
In other words, they want to be the bank that people trust the most, by always providing

better and smarter services.

Mission: MTB’s mission is focused on helping people live better lives. It says: ""To
improve customers’ lives and livelihoods through innovative and sustainable

solutions, powered by a strong and effective workforce."
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This means they want to offer services that not only meet people’s needs today but also

help them succeed in the long run.

Core Values: The bank operates based on four important values:
e Commitment to Excellence: Always aiming to be the best.
e Customer Focus: Putting customers first.
e Transparency and Accountability: Being honest and responsible.

e Agility to Adapt: Quickly adjusting to changes and new opportunities.

These values guide how the bank does business every day.
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Chapter 2: About the internship

2.1 Activities of the department

The time of my internship was good enough. | have learnt a lot. Every day was an opportunity
for me to gather new experience, also | had the opportunity to serve the bank's customers so |
was also in the customer service support department. As an example, some of the customers
want to know which account they should open. | assure the customer that they should open a
fixed deposit account. They were happy after they got guidance from me, | was also happy to
give a good idea to them. Also, | help to find the debit card manually and also find it from the
recorded debit card collection authorization form. Firstly, | had to listen when the customer got
the message from that | had to find that in the recorded file also search the name then theirs was
some boxes where every debit card and cheque books were always organized from that again |
had to find the date and find the name. Then | also worked on account related things. | wrote so
many forms for opening an account. | also did student file work. | also verified customer

information and so on.

2.2 Work Environment & Office Environment:

Mutual Trust Bank PLC’s Dhanmondi Branch is located on the 2nd floor of the Almas building,
where all of its operations are carried out on a single floor. The branch has a total of 22
employees, along with several other support staff. It comprises various departments, including
Customer Service, Retail Banking, Student Service, Foreign Exchange, and the Cash
Department. Among these, Student Service and Customer Service are the most active, while the
other departments also manage significant workloads. The work environment was very
supportive, professional and friendly. There was also open channel communication. When | went
to the office, I first saw a shift security guard who never forgot to greet me with a smile. Creating

a nice work environment is essential because it encourages and motivates a person, which leads
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to increased job satisfaction and employee retention within the organization. Employees will
experience less workplace stress and will be more willing to share ideas for company success in
order to help the organization develop and succeed and all of this is available at my workplace.
Each department works to maintain positive working relationships in order to create a
welcoming environment. Everyone's behavior is so wonderful that they always approach each
other. The employees and staff were very friendly, and they helped me to be myself. Also, |
really enjoyed working at Mutual Trust Bank PLC because everyone worked as a team there and
encouraged each other.

2.3 Duties and responsibilities as an intern

As per the instructions of my workplace supervisor, my main job responsibility was to assist
clients regarding their account opening procedure. In addition, | had to deal with customer
service as an example, accepting customer requests, placing customer orders and resolving

banking issues.
2.4 Application of educational learning with internship

| have practically learnt so many things from my internship role and responsibilities. My BBA
educational learning is related to my practical learning. The purpose of doing an internship in a
financial institution was to get the practical experience that | have learnt in my academic
education. | successfully got practical experience at MTB. MTB is a third-generation commercial
bank. | have learnt how banks operate and modes of investments like Murabaha, Mudaraba,
Musharakah. | also have learnt about export & import in BUS4134: International Financial
Management course. As an intern of MTB, | got to know export import occurs, how LC is
created, types of LC etc. Having a practical experience of this knowledge helps me understand

the topic clearly.

Throughout my internship, | have learnt a lot about banking which inspires me to work with
motivation. That's why every one of my colleagues found me reliable and dependable as they
always reached out to me when assistance was required. Additionally, my educational learning

not only assisted during my internship but was a great use during writing this report.

Page |7



Chapter 3: Self-reflection

3.1 Feedback on internship

My internship journey was around three months long; | have learned and experienced many
aspects. | believe that this will help me in the future when I will be constructing my career. So, in
this process | have liked and felt uncomfortable about Mutual Trust Bank PLC. Below, | am
going to discuss those factors.

Things | Liked: Mutual Trust Bank PLC is a very prestigious organization among the banks in
Bangladesh. It feels so blessed to do an internship here. Here, the working environment and
coordination among the employees is so good. People here are friendly and nice. I got the exact
support whenever | needed. Then, when | needed to talk with my internship supervisor, they
gave me leave without any hesitation. Then, the organization supervisor helped me during the
internship, and also promised to support me in the upcoming days. Then, providing refreshments
was also nice. Then, the managers gave me motivation for working in this institute in future. So,

overall, I want to say that | will always be grateful to Mutual Trust Bank PLC.

Things | felt uncomfortable with: | want to say a proverb that is “There is no unmixed blessing
on earth”. So, there are a few things that I did not feel comfortable with. First of all, there was no
seating arrangement for the interns; | had to sit on the sofas of the bank. Even other interns also
felt uncomfortable because of less arrangement. By providing dedicated workspaces for interns
could enhance productivity and foster a more professional work environment. Then, the place for
lunch is not adequate for the employees. Then, in my opinion, taking too many interns is an

unhealthy practice for this organization.
3.2 How could I do better and the organization could utilize me better

Although my internship was going great, | would say something that they should improve for the

betterment. For example:

e Banks can increase the productivity of the interns. They can arrange a training or a

workshop.
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e The bank can allocate a computer for interns, which could help them to make the tasks
more efficient, and their practical learning will be more effective. As an example: desk,
pc with an internet connection.

e MTB could have used me whenever any employee is absent. To the employees, they can
evenly distribute the workload so that everyone can do the work perfectly.

e From a motivational perspective, monetary compensation should be incorporated.

3.3 Recommendations

MTB should improve customer service activities, such as surveys and feedback, so that they can
properly understand the things that they need to improve. Also, MTB should use more digital
transformation so that everyone learns about and knows about new tech tools. They can use a
chatbot or online account opening services so that they can give the service 24/7 for
emergencies. Also, they can use advanced-level fraud information detection services and tools to

protect the customer's identity and protect their data.
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Chapter 4: Personal Development Plan

4.1 Technical Skills

| need to explore more advanced levels of Microsoft Excel, Word and Photoshop.I will get some
certifications in financing courses from Coursera. It would be great for my future career to learn

about the MIS of finance, like how it works, functions, etc.

4.2 Interpersonal Skills

| have to be more punctual and organized for the future. As being organized and punctual play an
important role to build a bright career, 1 should pay more attention to being organized and
punctual. | will have to develop my communication skills. During my internship period, | had
only dealt with my seniors and customers, which taught me simpler conversation skills. For the
future, 1 will keep working on it. I want to excel when it comes to team building and leadership,
gaining proper expertise in decision-making, goal setting and conflict resolution. Additionally, 1
want to pursue masters in Finance in Europe to develop and gain my knowledge and

experiences.
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Part: B

Executive Summary

This study will investigate the direct effect of non-performing loans on the profitability of
Mutual Trust Bank PLC through an assessment of the relationship between the level of NPLs

and key profitability measures.

NPLs are one of the key challenges that confront the banking sector because they directly deflate
profitability through an increase in loan-loss provisions and the diminishment of interest income
emanating from the bank's asset base. Whenever a facility becomes non-performing, a credit
institution is mandated to hold capital reserves in the form of provisions that diminish the
reported net income and, consequently, exerts downward pressure on valued key performance
indicators such as ROA and ROE. Also, high levels of NPLs signal deteriorated asset quality that
could raise the bank's cost of capital due to decreased market confidence. A bank's ability,
therefore, to sustain strong profitability depends fundamentally on its aptitude to efficiently

manage credit risk and maintain acceptable, low levels of NPL ratios.
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Chapter 1: Introduction

1.1 Background

Non-Performing Loans (NPLs) are a big problem for banks in Bangladesh. When NPLs increase,
banks lose money and cannot give new loans easily. Mutual Trust Bank PLC (MTB) is also
facing challenges because of rising NPLs. During my internship at the Dhanmondi Branch of
MTB, | learned how the bank gives loans, collects payments, and manages risks. This experience
encouraged me to study the NPL situation of MTB and understand how it affects the bank’s
profit.

1.2 Objectives of the Study
Overall Objective:

e To study the Non-Performing Loans (NPLs) of Mutual Trust Bank PLC (MTB) and see
how they influence the bank’s profit.

Specific Objectives:

e To learn what NPLs are, how they are grouped, and why that happens. This includes
understanding the basic idea of NPLs and the common reasons behind loan defaults.

e To get a clear picture of the NPL situation in the banking industry of Bangladesh. This
helps compare MTB’s condition with the overall sector.

e To review MTB’s past and present NPL levels.

e To find out how MTB controls, monitors, and recovers NPLs. This explains the methods
the bank uses to reduce bad loans.

e To study how NPLs affect MTB’s profit and financial performance.
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1.3 Methodology

In this report I used only secondary data. For the secondary data, I used MTB’s annual reports,
documents from Bangladesh Bank, research articles, and also journals like Daily Star and so on,
and information available on trusted websites. | used both words (qualitative) and numbers

(quantitative) to explain the findings.
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Chapter 2: Understanding Non-Performing Loans

2.1 Definition and Classification

Non-performing loans (NPLs) are loans where borrowers fail to make payments for a certain
period, usually 90 days or more. A loan becoming non-performing does not always mean the
bank will face a loss if there is enough collateral. Different countries use different definitions of
NPLs. A loan is treated as non-performing when interest or principal is overdue for 90 days,
when payments are delayed by agreement, or when there are clear signs the borrower may not

repay in full.

Classification of Loans: Loans are classified according to the level of delinquency that

characterizes repayment from the borrower.

e Unclassified or Standard Loan: The borrower is paying regularly. There is no major
problem.

e Subprime Loan: The loan payment is overdue by 3 to 6 months. This indicates an early
warning that the borrower may start to have financial problems.

e Doubtful Loan: The payment is late for 6 to 9 months. In this stage, the bank cannot be
so sure whether the borrower can repay the loan or not. The risk is higher.

e Bad Loan: More than 9 months in arrears. It is a high-risk loan, and it is possible that the

bank will never recover this money. It is usually treated as a loss.
2.2 Provisioning Requirements:

Provision refers to the amount that banks must set aside in order to meet prospective losses from

loans. And the riskier the loan, the more money the bank needs to set aside.

e Standard Loans: Provision needed 0.5% to 5%. These loans are essentially safe, so the
bank keeps a small amount aside.

e Substandard Loans: Provision needed 20% Because the loan is late for 3-6 months, the
bank needs to keep a larger amount saved.

e Doubtful Loans: Provision needed 50% Half the loan amount is to be kept as provision

since the recovery chance is uncertain.

Page |14



e Bad loans: provision needed 100% The bank needs to keep the full amount of the loan

aside, for it is most probable that the loan will not be recovered.
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Chapter 3: Banking Sector Context in Bangladesh

3.1 Industry Overview

Banks operating in Bangladesh include government banks, private banks, foreign banks, and
specialized banks. The bank sector is in the growing stage as the number of savers and borrowers
IS increasing. However, many problems still exist in the industry. To begin with, there are a very
high number of non-performing loans. Some banks also face such issues as weak management,
poor monitoring, and slow loan recovery. These factors combine to affect smooth bank

operation, good profits, and sound financial health.

3.2 Contributing Factors to Sector-Wide NPL Growth

Non-performing loans in the banking sector increase due to many reasons. First, the poor credit
appraisal leads the banks to sanction loans without due scrutiny of the customer's repaying
ability. The other factors are the political pressure and weak governance that result in flawed
lending decisions as banks grant loans for the wrong reasons. Also, economic problems and
business failures further hinder the ability of many borrowers to make payments in time. In
addition, many banks have slow and ineffective collection or recovery processes, which delay
the realization of those loans in arrears. Finally, the absence of adequate follow-up means it is
difficult for banks to detect early warning signals ahead of time before loans become NPLs. In
summary, these problems together account for the increased incidence of non-performing loans

in the sector.
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3.3 Regional Comparison

The NPL rate is much higher than that of its neighboring countries. India, Nepal, and Sri Lanka
have taken strong steps to lower their NPLs, but Bangladesh is still facing problems because loan

recovery is slow and the rules are not effectively enforced.
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Chapter 4: Mutual Trust Bank PL.C’s NPL Status

4.1 Current NPL Position

Although the general loan portfolio of MTB is strong, more and more bad loans in some areas
have shown up because of the weak economy, slow business activities, and delays in repaying.
Though the NPL ratio in MTB is lower than in the overall banking sector, it still influences the
profit of the bank.

4.2 NPL Management Strategies:
MTB follows different steps to manage and reduce non-performing loans.
4.2.1 Early Warning Systems

e Checking the loan accounts regularly.
e Automatic notifications in case of delayed payments

e Risky borrowers at an early stage.
4.2.2 Diversification and Risk Management

e Lends to a wide range of sectors which avoids investing too much money in high-risk
sectors.

e Ultilizes advanced techniques to assess risks
4.2.3 Sectoral Focus

e |t focuses more on secure and stable sectors.

e Tries to keep loan exposure low in unstable industries.
4.2.4 Strict Due Diligence

e Loans are given out under strict rules.

e It conducts better credit checks.

4.3 Historical NPL Performance
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The NPLs ratio of MTB has varied over the years, sometimes going up and sometimes coming
down. Since the country's economic problems, such as lower levels of business activity, soaring
costs, or decreasing income, persist, many borrowers cannot pay off their loans in due time;
therefore, during these difficult periods, MTB NPLs increase. Stronger monitoring, better
follow-up, and improved credit checks also help bring down bad loans. Several steps that MTB
has taken towards the management and reduction of past NPLs include loan restructuring in
order to make it easier for the borrowers to repay the loan, rescheduling of loans for extending
the period of payment, and use of legal measures if necessary for recovering the overdue amount.
These steps have helped MTB bring down the level of NPL over time and improve its loan

portfolio quality.

Non-Performing Loan Ratio:

Year Total loan Non Performing loan Non-performing loan ratio
2023 261,000,000 17,200,000 6.59%
2024 300,780,000 20,900,000 6.95%

B 2023 @ 2024
8.00% -

6.00%

4.00%

2.00% +

0.00% -~

Non performing loan ratio

This figure shows MTB's NPL ratio for the years 2023 and 2024. In the year 2023, the NPL ratio
was 6.59%, which gradually increased to 6.95% in 2024. This gradual rise indicates a marginal

Page |19




deterioration in asset quality, indicating that a higher percentage of the loans became non-
performing in 2024 compared to the previous year. The rise in NPLs is likely to lead to higher
loan loss provisions that might stress the bank's profitability. However, since the change is
relatively small, it would mean that credit risk remains largely manageable and that the overall

loan portfolio has not suffered a sharp decline in quality.
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Chapter 5: Financial Performance Analysis

5.1 Profitability Metrics 2023-2024

In 2023-2024, MTB performed resolutely. The main reasons for this improvement included
better cost management: MTB eliminated unnecessary expenses and focused on increasing
operational efficiency. However, growth in non-performing loans was still a major challenge.
Higher NPLs imply that the bank earns lower interest and has to keep more money aside as
provisions. Because of this, NPLs relate strongly and directly with their financial performances.
Therefore, the NPLs are one of the major negative determinants of banks' financial
performances. Return on Asset, Return on Equity, Net Interest Margin, and Cost to Income Ratio
shall be analyzed for the years 2023-2024 to assess the impact of non-performing loans on the
profitability of Mutual Trust Bank PLC.
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Ratio pa

rt:

Return on Asset:

year Net Income after Tax Total Assets Return on Assets
2023 2,697,809,093 366,605,954,131 0.74%
2024 3,110,563,897 457,203,988,457 0.68%

Mutual Trust Bank PLC has a downtrend with respect to the ROA throughout the period of
consideration. The bank attained a net ROA of 0.74% in 2023, which fell to 0.68% in 2024. This
decrease thus means that the bank's profitability from its total assets was weaker in the year 2024
compared to the previous year. One of the primary causes of this fall is that the escalation of
NPLs has not only negatively affected interest income due to increased loan loss provisions but
also increased the administrative and legal expenses associated with the recoveries of those
NPLs. Correspondingly, such an offset of net profitability has taken place. Though the base of
their asset portfolio remained steady, due to all these reasons, the efficiency in the use of their

assets went down, which resulted in a net lower ROA for the year 2024.
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Return on Equity:

Year Net income after Tax Total Equity Capital Return on Equity
2023 2,697,809,093 24,105,656,242 11.19%
2024 3,110,563,897 25,505,397,819 12.20%

12.50% -

10.00%

7.50% -
5.00% —+
2.50%

0.00% -

The ROE of Mutual Trust Bank PLC generally showed an upward trend during the research
period. The value of the ROE for 2023 was 11.19%, while for 2024, it rose to 12.20%. This
indicates that the efficiency of profitability on a shareholders’ fund improved from 2023 to 2024,
which clearly indicates that Mutual Trust Bank Limited performed better in the use of
shareholders’ equity to earn a profit as compared to the previous year. Despite being faced with
an increase in non-performing loans, which impacted the bank's assets’ profitability, the

improvement in the value of the ROE indicates that proper capital management as well as cost

B 2023 @ 2024

11.19%

Return on equity

management was implemented by the bank.
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Net Interest Margin:

Net Interest
Year Interest Income Interest Expense Total Assets Margin
2023 20,521,717,320 13,473,575,922 366,605,954,131 1.92%
2024 25,432,016,172 18,931,591,586 457,203,988,457 1.42%
B 2023 @ 2024
2.00%

The following chart indicates the Net Interest Margin (NIM) that belongs to Mutual Trust Bank
PLC for the periods 2023 and 2024. For the year 2023, the NIM is at 1.92%, which has reduced
to 1.42% in the year 2024. The major reduction in NIM indicates that the bank is in a situation
where it earns less net interest income from its lending and investing activities compared to the
previous year, 2023. The reduction in NIM can come from increased costs of funds, provisions
for non-performance of loans due to the increase in non-performing loans, as well as a squeeze
on the interest rates on bank’s loans due to a tough economic environment. Net interest margin is

a major profitability indicator of a bank, therefore a reduction in NIM indicates that the bank is

1.50% —
1.00% —
0.50% -

0.00% —

Net Interest Margin

under major pressures with regard to growth in earnings, which is happening in 2024.
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Cost Income Ratio:

Year Operating cost Operating Income Cost Income Ratio
2023 9,081,061,121 16,993,916,857 53.44%
2024 10,494,649,937 21,963,009,232 47.78%

60.00% -

40.00%

20.00% -

® 2023 @ 2024

53.44% @

47.78% @

0.00%

In 2023, the bank achieved a cost—income ratio of 53.44%, which decreased to 47.78% in 2024.
This decrease signifies improved operational efficiency since the bank was able to achieve
income in 2024 at relatively reduced operating costs. A reduction in the cost—income ratio means
that the management has striven to keep costs down, be more productive, and better manage its
expenditures. Even though rising non-performing loans often tend to inflate administrative and
recovery-related expenses, a decrease in the cost—to-income ratio implies that the bank managed
to effectively initiate measures ensuring further efficiency and optimization of its operating

Cost Income Ratio

structure, thus contributing positively to overall financial performance.
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5.2 Growth Trends 2023-2024

In 2023-2024, Mutual Trust Bank PLC exhibited a mixed growth profile. While profitability,
regarding utilization of assets, declined-as reflected in the drop of the Return on Assets ratio
from 0.74% to 0.68%-the profitability value for the shareholders increased, rising from 11.19%
to 12.20% with a rise in Return on Equity. Together with this rise, the bank's operational
efficiency also turned stronger, as reflected in the significant drop in the cost-income ratio from
53.44% to 47.78%.What this portends is that while profitability at the asset level was hit-and to a
large extent, this was due to the rise in non-performing loans-the bank was able to ensure a
higher level of efficiency in costs and returns on equity through proper expense control and
management of capital. Overall growth would therefore be indicative of efficiency-driven and
equity-focused improvement against asset quality challenges.

5.3 Comparative Analysis

MTB is doing averagely compared to other banks in Bangladesh, considering its profitability and
quality of loan portfolio. Although some banks were able to bring down their bad loans
significantly, the NPLs level for MTB was on an upward and downward path as most of the
borrowers were paying late, and some segments of business were coming under financial stress.
Despite all these challenges, MTB remained competitive also owing to its strong capital base and

several management steps taken to improve its performance.
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Chapter 6: Impact of NPLs on Bank Profitability

6.1 Direct Effects on Money

Bad loans, otherwise known as Non-Performing Loans or NPLs, directly reduce the bank's
profits. They increase costs and decrease income. When NPLs increase, the bank has to set aside

more money for possible losses. This leaves less money to lend out and earn profits from.
6.1.1Provisioning Requirements

Banks must set aside provisions for bad loans, so when NPLs rise they have to save more, which

directly reduces their net profit and leaves less money available for new loans.
6.1.2 Reduce Interest Earned

Bad loans happen when borrowers stop paying back. The bank loses money because it gets no

interest, which lowers its profit.
6.1.3 Capital Erosion or Bank's Capital Loss

The high levels of NPLs eat into the bank’'s own money owned by shareholders, gradually. This
occurs when loans are irretrievably lost, which shrinks the size of the bank'’s capital. It becomes
difficult to follow various rules that regulators may set out, and it harms the long-term strength
of the bank.

6.2 Indirect Impact

In addition to the financial loss, NPLs impact the way a bank functions, lends, and is perceived

by outsiders.

6.2.1 Constraints on Lending Capacity
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When NPLs rise, MTB tends to be more cautious in granting new loans. This slows loan growth

and the bank's chances of making more money in the future.
6.2.2 Liquidity Management

NPLs disturb the bank’s cash flow. If the borrowers do not pay on time and then less of cash will
affect the bank. Because of this, daily operations will be more difficult, Also this forces the bank

to borrow money from costlier sources.
6.2.3 Reputation Risk

High NPL levels may lead people to perceive that the bank is not managing loans properly. This

will decrease the loyal customer trust and make investors and regulators concerned.
6.3 MTB's Mitigation Success

MTB carries out various things that focus on alleviating the burden associated with non-
performing loans. These measures initiated include close surveillance, improvement of risk
evaluation, loan restructuring, as well as the initiation of recovery processes if necessary.
Although there are significant improvements, the organization faces various hurdles associated

with the adverse effects of the economy and the respective borrowers.
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Chapter 7: Industry-Wide Impact

7.1 Sector wide issues

Many banks are severely exposed to provisioning gaps and capital shortfalls that threaten their
financial stability. In fact, more than two-thirds of classified loans require 100% provisioning,
which practically implies that the loans are almost irrecoverable. Thus, several banks have
become technically insolvent.

International correspondent banking relationships have also significantly weakened. Due to
rising perceptions of risk and compliance issues, many global banks have either reduced or
restricted their USD and EUR clearing facilities with Bangladeshi banks. This has made it more
expensive and cumbersome for local banks to open import LCs and process export payments.
Meanwhile, private sector credit growth has dramatically slowed down, mainly because banks
prefer to invest in low-risk government securities rather than provide credit to businesses. These
joint challenges have inhibited the banking sector’s ability to support economic activities and

strained the access of borrowers to credit.

7.2 Economic Consequences

There are significant macroeconomic impacts of the rising NPLs and consequent credit crunch.
The growth is slower since less money has been invested. Factories produce fewer products.
People are also spending less money. There are also problems in the ready-made garments
business, Bangladesh's biggest export. This is due to delays in payments, not enough raw
materials, and little money for daily operations. FDI has shrunk, with negative net inflows for
quarters, indicating deteriorating investor confidence. These economic pressures indicate the

wide and interlinked implications of the continuous NPL crisis.
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Chapter 8: Strategic Recommendations

8.1 For the Mutual Trust Bank PLC

Create better tools and processes to identify customers who might fail to repay their loans before
the situation becomes serious. Regularly track borrowers’ financial condition and improve the
bank’s follow-up and collection process, mainly for business clients. Also, banks should give
loans to different sectors instead of focusing too much on one sector. So that the bank is safe.
And if one sector faces any kind of problems. Before giving a loan make sure that they analyze
the borrower’s earnings and expenses very carefully and also keep that in mind about instantly

monitoring accounts with high risk.
8.2 For the Banking Sector

e Establish a national agency dedicated to removing bad or non-recoverable loans from
banks. The moment banks offload these bad loans into the hands of the agency, the
latter's financial reports start looking cleaner. This helps banks stop focusing on

problematic past loans and instead focus on giving new, good loans to customers.

e Limit political interference in banks so that experts can make fair and smart decisions

without outside pressure, helping stop bad loans.

e Banks must organize and report their loans following IFRS-9, a worldwide rule. This rule
helps banks find risky loans and decide how much money to keep just in case borrowers
do not pay back. It helps banks be honest and clear about their money, so regulators and

investors can easily understand how strong the bank is.
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e Some banks keep changing loan payment dates to hide how many bad loans they have.
This only covers up the problem instead of fixing it. If banks stop doing this kind of
thing, everyone can see which loans are really overdue and also unpaid. Additionally,
knowing the truth is the first step to solving the loan problems quickly.

e Banks are able to carefully select borrowers when they have an effective risk-screening
system in place. The concept of risk-based pricing, which charges a higher interest rate
for borrowers who pose a risk, is supported by improved data and analysis. It helps

banks avoid losing money by charging safer borrowers reduced rates.
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Conclusion

The impact of non-performing loans on the profitability of Mutual Trust Bank PLC, in the
context of the banking industry in Bangladesh, was studied here. Increase in the level of NPLs
reduces interest income, increases provisions, and deteriorates asset quality that decreases
profitability. The financial analysis done here substantiates that MTB has gone through a
marginal rise in NPLs in 2023-2024 but has maintained operational stability due to efficient cost
control and capital management. The declining return on assets and net interest margin reflects
the negative impact of growing NPLs on profitability at the asset level. However, improvements
in return on equity and the cost-income ratio signal the efficiency of MTB in managing
shareholder funds and operational expenditures. Credit risk has also been properly controlled by
the bank through early warning systems, portfolio diversification, proper credit appraisal, and
recovery measures. Yet, sector-wide issues, such as flawed governance, political interference,
and slow loan recovery, still remained an impact factor on the banking system. Thus, the present
study identifies the need for comprehensive reform of the sector, including the establishment of a
national asset management company and strict enforcement of regulatory limits. Compliance
with IFRS-9 needs to be enhanced, stopping evergreening of loans, and allowing risk-based
pricing. Mitigation of non-performing loans through prudent risk management along with strong
regulatory support is highly crucial to facilitate sustainable profitability and ensure financial

stability for sustainable economic growth in the long term.

Page |32



Appendices:

g

epaet Grd Wi FPras Financial
Mutual Trust Bank PLC Statements 2023

you can bank on us

ted Liquidity
As at 31 December 2023

e

e e
ey
i s
“ ﬂ' =
[T
[ o]

Profit and Loss Account.
For the Year ended 31 December 2023

||"~|I—ﬁ—i

2
,., -

s
Lonassarn

TaaTasereaT

T

Page |33




Mutual Trust Bank PLC"
farSgaTe GrG aned faaaft

you can bank on us

Financial
Statements 2024

i T e o s

s g i s e e o

D e e 11 3 i 1k |5
e

o T
. et fon P
E e g mea e
s T WEGE  admn umwe st
Citae e s  seumre

w chepe = iy i

RERE fa iesh ek

O b e P o T s T o

e e | e ey

oy h o e e e v e ety
Tt b et T e | et o g, e o S, o
el 0 R

ity

T

prratepimanbenai e

PR

B LT IR,

e el
e e 8o St e € ek e & e

Page |34

T
A

Rdmra i




Reference:

The Daily Star. (2025, November 25). The Daily Star.
https://www.thedailystar.net/business/news/default-loans-hit-34-highest-25-years-404356

https://www.adb.org/sites/default/files/publication/1073276/nonperforming-loans-watch-asia-2025.pdf

NPL and its impact on the banking sector of Bangladesh. (n.d.). The Financial Express.
https://thefinancialexpress.com.bd/views/reviews/npl-and-its-impact-on-the-banking-sector-of-
bangladesh-1595343188

Non-Performing Loans: A Catastrophic Phenomena in Banking Sector of Bangladesh. (2020). European
Journal of Business and Management. https://doi.org/10.7176/ejbm/12-27-14

https://www.researchgate.net/figure/Type-of-Non-Performing-Loan tbl2 308035185

Segal, T. (2022, May 11). Nonperforming Loan - NPL. Investopedia.

https://www.investopedia.com/terms/n/nonperformingloan.asp

Business, T. (2024, July 30). Understanding the Different Types of NPLs: A Comprehensive Guide | DD
Talks. DD Talks. https://ddtalks.com/understanding-the-different-types-of-npls-a-comprehensive-quide/

Non-performing loan. (2023, November 22). Wikipedia. https://en.wikipedia.org/wiki/Non-

performing_loan

CFl . (2022, December 12). Non-performing loan (NPL). Corporate Finance Institute.

https://corporatefinanceinstitute.com/resources/commercial-lending/non-performing-loan-npl/

Page |35


https://www.thedailystar.net/business/news/default-loans-hit-34-highest-25-years-404356
https://www.thedailystar.net/business/news/default-loans-hit-34-highest-25-years-404356
https://www.thedailystar.net/business/news/default-loans-hit-34-highest-25-years-404356
https://www.adb.org/sites/default/files/publication/1073276/nonperforming-loans-watch-asia-2025.pdf
https://thefinancialexpress.com.bd/views/reviews/npl-and-its-impact-on-the-banking-sector-of-bangladesh-1595343188
https://thefinancialexpress.com.bd/views/reviews/npl-and-its-impact-on-the-banking-sector-of-bangladesh-1595343188
https://thefinancialexpress.com.bd/views/reviews/npl-and-its-impact-on-the-banking-sector-of-bangladesh-1595343188
https://thefinancialexpress.com.bd/views/reviews/npl-and-its-impact-on-the-banking-sector-of-bangladesh-1595343188
https://doi.org/10.7176/ejbm/12-27-14
https://doi.org/10.7176/ejbm/12-27-14
https://www.researchgate.net/figure/Type-of-Non-Performing-Loan_tbl2_308035185
https://www.investopedia.com/terms/n/nonperformingloan.asp
https://www.investopedia.com/terms/n/nonperformingloan.asp
https://www.investopedia.com/terms/n/nonperformingloan.asp
https://ddtalks.com/understanding-the-different-types-of-npls-a-comprehensive-guide/
https://ddtalks.com/understanding-the-different-types-of-npls-a-comprehensive-guide/
https://en.wikipedia.org/wiki/Non-performing_loan
https://en.wikipedia.org/wiki/Non-performing_loan
https://en.wikipedia.org/wiki/Non-performing_loan
https://corporatefinanceinstitute.com/resources/commercial-lending/non-performing-loan-npl/
https://corporatefinanceinstitute.com/resources/commercial-lending/non-performing-loan-npl/
https://corporatefinanceinstitute.com/resources/commercial-lending/non-performing-loan-npl/

Internship Final Report of Tasnia Samirah (201011158)

ORGIHALITY REPORT

/% 7 3 Qg

SIMILARITY INDEX INTERMET SOLMRCES PUBLICATIONS. STUDENT PAFERS

PRMARY SOLRCES

. ub1.uvs.edu 1
Internet Scurce %

bobbyhajjaj.com

Internet Source

Tw

pt.slideshare.net

Internet Source

1%

Submitted to Murdoch University

Student Paper

2 Aan

1

Submitted to University of Birmingham
Student Paper

<%

ddtalks.com

Internet Source

o]

<%

www. hkexnews.hk

Imternet Scurce

<Tw

dspace.bracu.ac.bd

Internet Scurce

<%

Submitted to University of Sydney

= Student Paper

<%

ejrmcm.com

Internet Source

<Tw

Submitted to University of Western Sydney

Student Paper

<%

Submitted to Vaasa University of Applied

Sciences
Student Paper

<%

Page |36



www.theseus.fi

Internet Socurce

<1w

www.iiste.org

Internet Source

<1w

Kajumbula, Richard. "Chief Executive Officer
(CEO) Power, Board Independence and Bank
Risk in Uganda", University of South Africa
(South Africa)

Publicatian

<%

globaljournals.org

Internet Source

<7 w

www?2.bartleby.com

Internet Source

<7 w

Exclude quabes off Exclude matches off

Exciude bibliography ~ OF

Page |37



