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REPORT OF THE AUDITORS

o
I e Govarnment of the Paopia's
Bapubic of Bangladash

Wa hava examinsd the fwo Balanca Sheets {Issue Deparment and F!-anl-:ing
Deparment] of the Bangladesh Bank as at 30th Juna, 1921 and the Profit & Loss
Accoum of the Bank for the vear ended on that daie with the bocks of accourt and
records maintaingd by the Bank's Head Office and other seven branches, Wa reper
that we have oblaned all the infermalon ard explanalzons we roguired and such
information ard explanations have boon given salistactonly, In cur apinion, the
Ralance Sheets are Wil ard far Balance Sheets conlaining the prescdibod particulars
and are propoiy drawn wpeo as 1o exhibil rue and carract view af Tha slate al he
Bank's alfairs according lo the indormalion and explanzbans given la us and a5 shown
Ly the books ol accounts mainiainsd at the Bank's Head CHice and Branch Cifices.

Cihaka

15th August, 1991 b, A Fazal & Go, b, J. Abedin & Go,
Charered Accountanis Charored Ascounlants

b1:18






TRENDS IN THE ECOMOMY OF BANGLADESH
DURING 19920-91

1.1 For the @canaimy al Bangladesh, 15%%0-81 was an evantlul year.
Ungeraindiss prevailing in the world ganomy during the first half of the yazr owing fo
tha Gul-war, affacied the economy of Bangladesh. In the wake of palitical change-
aver also, ecoramic activities naturalty underwent somea imterruption. Later, fellowing
adoptian of various measures by the newly-glected democratic Government. to
stimulate the economy, overall economic activities gathered moamenium, However,
towaras the end of the year, the catastrophic cyclone and tidal waves that swept The
enfire coastal amas of the country on Aprl 29, 1991 affected sovercly the agro
industrial infrastructure of the economy. Besides, tornadoes and flash oods hai
accuired subsegueniiy in dilferant parls of tha country cassed heavy damagas to lite
and propedy, including slanding crops. Despile nalural calamilies such as cyckng,
lidal wavas and flocds, il was possible o soslain The groath rate al .8 parcent
curireg 19906-%1 as & resull ol all-out 2ffofds made by The neawly-elected demaocratic
Gavarnmant, The lall in the GOP growth rats can be altibubed primarily to decline in
The: groweth rate of 1he agricalural sectar from 506 psrcaot in the preseding year ta
2.4" percent during 1533-31 due mainly to natural calamities. The rate of growth of
industrial sector stocd al 7.9° percent an 1950-91 as comparad to 8.4 percent in the
preceding year while the rate of growth in the power and gas sector declined from
16.7 percent in the pravious year 10 5.7 percent during the yvear under repadd.

12 []GSFIHG the 1oct that the r!}FIZ.‘IQH tracie of Bangladesh salfered soma sal-back
duc 1o suEpenEon of rsdse with WMiddia-basl countnas as wall as Feegg il prices in dha
workd rnarkal 1o samc o [elawing Lha Gull-war, axpon aarnmings recordod an
increase maindy a5 a resulf of pursuing a flexible exchangs rate policy and inmodoction
of a numbear of expart incentives. The notable measures taken 10 boost expons werg
the dollowing: Exportars of readymade gaments were aliowed to deposit in their
foreign currency account that pericn of eaming from expert of readymade garments
witich 15 roquired tar the paymeanl of import ol clolh hrough back:-lo-back LG walhoul
Canearting the samainte Taka, 'Froren Food' and "Elcironics’ seclors werng daolared
as Thrust Secior and 'Special Customs Bond' 1zcility was proveded for all commadities
under the 'Grash Programma’. Tatal impod paymeniz, on the athos hand, declingd
Docawss o slugaishness n the odanomy. A a rasull, the trada dalicil narrowead
down during the year under repart. Export eamings” increased by LS $ 183 millicn

:*Prc:-vialcnnl astimala of 1he Panning Gormnrmass e,
Source: Bangladaesh Bank.,
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or 12.3 percent te US $ 1,669 millicn whils impent payments  declined by USE 285
rrillion or 7.5 percerd o LSS 3,470 million during fhe year under repor. As a resul,
tha deficit in the trade balance declined by US § 472 million 10 LIS § 1201 million
during 1992-91 frpm US F 2273 million in the preceding Year, Az a resull of an
increase In expot camings and a ceching inimpon paymenls, 1olal exparl earnings as
a percentage of 1otal impot payments steod higher &t 481 perceal in 1280-81 as
comparad tx 3595 percent in the preceding year,

18 Graoad Monoy (o) Increased al a lower rale ol 121 parcant doring 1250-21
as commparcd With an expans:an ol 16.9 porcant in tha pracading year. Tha projecled
rate of increase in Broad koney (M2 was 165 poresnt 1or fhe year under rapor, The
rate af cxpansion n domastic eradil alsd came dewn Lo 10,1 percen! during tha yaar
undar ropart rom 189 pércenl in 198590 . This was muth lower 1han 16.7 peraent
pragoted for tha vear. Tha demand ior credit declined during the first half of the year
redlecting depresscd econamic aclivilies duc 1o 1he Gulf-war az well o polilical unrest
in the count?®  As o resull, dunng July December, 1800, obal demaskc credil
expandad by Tk, 57530 crares of 4.2 pomcnt 35 against amincmeass ol 14.4 porcont
duning the coraspending parnod of the precading vear. Az polifical slualion improved
Ioflowing the Infreducticn of a democratic sysloem o govammont in he country,
BCONOMss activities picked up and the comand 1or crodit Increazoed during the second
half of the yvear. Dunng thiz period otal domeshe credil increased by Tk, 1,359.30
crares or 5.7 porcont

1.4 Fainiy bocawsse o an incréase in azporl earmings aond & docling in impor
paymens, the fargign exchange reseres recordsd an increase of LS § 3850 milicn o
LS 3 580 million 3t the end of June, 15391 from US $ 520 milaon at the end of Juna,
19940, In order to maintain intermatenal competitiveness of exporls, improva tha
curredl asiounl balance, kaep 1he valug of Taka stable and reduce the gap between
ha ollicial excharge rale and the rale in the Secondary Exchange Market, a fiexible
grchangs rale policy was pursyed during the yvear. The exchange rate of Taka vis-a-
vig the LS dollar, our intarvention cumancy, was refixed hnce dunng 1he year. As a
result, the official exchange rate of Taka aganst the US dollar stcod ot Tk, 35.73 al
gnd June, 1991 ag comparsd [ Th 3490 al end Jane, 15890, irdicating depresialicn
ol Taka 1o the exierd of 2.5 percent over the year,

Boconding o dxla compilad by the Exper Promction Bureaw, ex2or earnings ircreased
by 12.7 percent o USE 1,718 million during the year.
Sousce: Bangladesh Bank:
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Adjustment and Support Measures

15

The Finangial Sector Beform Programme (FSREP) which was undardasen in

1529-%0 to ensure an effective role of the hanking system in 1he avarall Eoonomes
development of the country through market-crigntad financial managamant
continued during 1590-21 az well, Special measures taken dunng 1990-31 under tha
FSAP were as follows

(13

(2

{3

i4)

I crder to ensure efficient use of bank resources and make 1he banks more
markel enented, same chargaes and adiustments were maocde i fhe new
Interest rates stwwuciura during the year, Molable among these is the provision
thai tho banks can row changesrofiy Inkerest rate within the given bands anze
inevery manth.

To improve e recoveny of Inans and for capitalisation of Danks, the drive for
regovery of stuck-up bans from iderfified big defauller lcansss of the
nationalized commercial banks was geared up during the vear under repodt,
Tathis end, lizts of big defauliers were published in the naticnal dailics, cascs
wore lllod Inthe “Crna Fin Adalar against many defaullers and banks wero
instructed nol to provide fresh lcans o them. Bosides, in order 1o strenglhen
cverall financial discipline and improve the loan recovery position, a new Bank
Company Ordinance was promulgated on 24th February, 1951 which was
later passed by the Parllament and namod as the 'Banking Sampany Act,
1991 Undar the purvisw af this Acl, Bangladesh Bark hias been given wids
powers inorespect of the aperation of banks in Bangladesh.

in order to maet the shorfall 1hat appeared in the 1959 annual accounts of
three nabonalisced banks (Sonali, Janata and Aagranl) In regard 1o making
hacassary. provison and also 1o provide addifional assels 10 enable fhese
banks to raise their capilal upio 5% of their wotal daposits, the Govermmant
Issued necessary amount of special bonds in favour of these banks.

In crder to make avaliable an additicnal tool 1o monotany managomet,
Bangfadash Bank indrodused a "%1-day Bangladesh Bank Bill" on 23rd
Deceribar, 1590, Sinca its infraduction, 7 monibly auchions ware hald
June 30, 1951, The balance against this Bl at face vakie sieod at Tk, 26.00
crores as on June 30, 1551, Az tha presont capital market in The country &5
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not well-prganized, the transaction and wse of this bl has, so far, remained
fimited within the banking secior.

1.6, Apart from the atoresaid relomm measures, elhar impotant sleps laken during
1590-91 In the ficld of menctary and credil management to provide nacessary funds
(e the produclive saclers, keep the prica laval slable and strangihen the programms
for recovery of Ihe ovardug bank loans, included the following: (i} reduction of the
cash rasarve ralie al he scheduled hanks (except specialised banks, Islami Bank
Bangladash Lid. and Al-Baraka Bank Bangladesh Ltd) to be maintained with the
Bangladesh Bank and the prescrbed liquidity requirement from the earlier 10 percent
and 25 percant respeclively 1o 9 percent and 24 percent with eflect from Apnl 4,
1531 and subsequently further fo 8 porcent and 23 porcend respoctively with ellace
bromm Aol 253, 1891 (i amerdment of the Induzivial project sanctioning procaduse by
autharising the naticnabised commercial banks 1o approve projocts Invabvng local
capital uplo Tk, 10 crores and (i) fenrulalion of cradil norms ler addifional 23 sactorns
by Llha commillee consliluled Lo lommuoiale unilorm seclor-wiss credil noms in order o
presvice working capital kbas 1o ovanoes indusines.

1.7 Under the Financial Sector Beform Programme In respoct of agriculiural
loans, efforts for improwng Be recovery Pposibon, chsuting propers loan tilisation,
compliance of credit norms and ihe supervizion of credil programme continued
during tha yoar, The disburzameant ol agricullural credit darirgg 1920-81 slood at
[k, 55560 Crores, which was kwer by Th 91,18 crores of 133 percend as compared
wilh the aetual dishursement of Th, 884678 crores in the praceding year. A signilicant
part of agrculural borowers being identfied as delavlers lost eligibility for new loans
and as a result, the number of borrowers declined notably, Mainly because of fhe
decling in the number of eligible new bormwers the actual disbursemend of loans was
lawar during The yaar under reparl. Thie recovery o Icans during 1930-81 =tood at
Th. 62532 grores which was Tk, Ta.62 groras oF 109 parcerd lowar as fompared wilh
the recovery of Tk, 701 24 crares in the preceding year In view of exiensive
damages dud 1a foods, the loan and interes! due on it was remilted sekject o canain
cordilions in case ol 1armers who bormwcd wpta Tk, 5000 Ul March 1,12391 In ordaor
Lo praviga lurihar incenliva lar produclion by redecing the deb? burden of 1he poor,
landless, small and marginal {ammers.

1.8 A number of measures were gdopted by the Government during 1%30-91 for
increased mobilization of domestic resources, development of industrial and expot
sectors, prolection of Indigencus industrics and import substitution. These Includod:
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(i1 deduction of tax &t sourca al The rata of 10 parcant 2ach on interest accneed on
gaving and fixed depasits with banks and on cormmissicn paid by insurance
companies o their agents for collection of insurance pelides. collachion ol lax in
advance at the rate of 2 5% an the value af all imparad goods axcapting capital
machinery: enjoying concessionary impon duly and raw malerials of the industrias
approved by the Board of Investmant and Bangladesh Small and Cottage Industrizs
Comoration; (i) withdrawal of the exempiion of sales tax on imperted labrics and
socond-hand clothing; (1) increase in the rate of duty on import of fruits iiom the
cxsting 50 percent to 100 percen! in ordor 1o encourage the domastic producers of
fruits 10 raise their preduciion; () enkancement of the rate o excise duty on sugar
Fromm the exlgling 10 porcent to 20 porcanls {v] increasa in the rale of axciso duly on
cament o Th. 400 par melric ten fram Tk, 203 per malic lon: [vi] increasa in tho rate
al duly onall kinds of imported refined adibila odl fram 5D percend 1o 300 percant and
(i) enbancermart of 1he prices of peirolaem products and natural gas

1.9 Increased effors of the Government for indusirializaticn in the privaie sector
to achieve overall economic development cortinued during 19390-21. Keeping fhe 7
sub-sectors of the basic and large indusirics reserved for investment by the
Govomnment, the irce st was exdpanded [n order te-allow the pavale scclor 1o play a
greaierrole inthe eoonamy. Inorder to bberalize the appreval procedare of indusiaes
and sanctioning o Irustrial Bans. decentralize and ecnhance sanclioning powcrs
and encodrage forcign private investment in joinl venture in the pivala sector the
following imporiant measures warg adoplad during 1990-81: ) approval by the
Invesiment Cammétiae of tha Board of Investment of all projects (exceping projects
under the free Bsb and those industnies which are under the purview of the approval
power of BSCIC, BEFZA and oiher agengies unio Tk 30 crores [project value)
irvaiving both lecal and foreign capital investment as against Tk 10 crarcs earlior; (i
fransier of respensibilities to the Board of Invesiment relating 1o approval lar
procuramernt, cancelation of approval. medemisalion, balancing and lizal:an of import
antitlemont In respact of new lishing trawlers: (i) arrangement for supply of venure
capilalsead money for produslion and development of commaodities under ‘crash
pregramma”; (iv] transier of wo sub-sectors viz, G, P sheel and ratinary and
hydrogenation of edible oll, subjecl to invesiment of own capital by the
entreproncurs, Trem the dscearaged lisl o fres lis),

Money, Gredit and Price Situation

100 Supply of necessary finance liem the banking system o diffzrent seciors for
acceleraling economic activilies conlinuad during 1390-91. But dus to slackness in
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the ecanomy. Broad kMoney expanded at a moeh lower rate o 129 pergent 1o
Tk, 25.004.30 graorgs during 1920-21 as against the projected growth of 165
perocart. This compared with the expansion of 169 percent during the precading
year. Reservs Mongy or "High Powered Money' expanded by 3.3 percent (o
Tk. 6.526.70 grores g3 comparad with the increase of 155 percert In the preceding
waar. The Maney Multiplisrincreased o 3.23 at the end of the year under report from
3.53 al tha gnd of the preceding year,

1.11  Total domestic credil which wag projacied o increasa by 16.7 percerd during
198051 increazed by 1K, 233560 croresar 101 percent 1o Tk, 25,268.40 crares.
This was lower by Tk, 1,513.80 crores. or 6.5 percenl ag comparad with the projpcied
amecunt and was much owar 1han he increase of 18.9 percend during the preceding
vizar, During the firsl kall of 1he year under rapard tha demand for credit declined as
poanamic Sctivities dedelerated fo soms estent due o the Guli-grsis and poltical
unrgst inthe gouniry. During 1he first hait gf the year-July to December, 1927, otal
domestic credit expanded by Tk, 976.30 crores or 4.2 pergent as compared with 1he
ingreasd of 14.4 percent during the sarme pariod of the preceding year, The sharas of
private. sector and public sectar in this increase were Tk, 805,30 crores (45,0940 and
TE. 158,00 crores (+4.0%) rospectivaly. The amount of aredit in the Sovarnmen
saclor daclinad by Tk, 27.00 croras {-1.3%). On tha olhar harsd, folal domastic credil
inpradsed by Tk, 1,353.30 crores or 5.7 percent during the sscond halt of the yaar
(January o Juneg, 19597 under repor as compared with Tk, 859.%0 crores ar 3.3
percent during the sazme pericd of the preceding year, Of 1his increase, the private
and Government sector accounied tor T, 1,013 40 crores {+6.0%) and Th, 19810
crores [+10.0%) respeclively while the share of 1he pubbc secior was Tk 12310
CIOIeS [+2.85%:0.

1.12.  Wilh the assat demand lar ||u::-nef during 1920-01 remaining moere or lexes al
pracading year's level, the decline in Tha rala of gxpanson in monesy supply helped
canigin the rate of inflation. The rate of inflation as measured by beabve-menih
average of the consumer price indices for middle income families jn Dhaka City
declined o 5.9 percant in 1990-21 as comparct with 9.2 percent in the preceding
WEEr,

* sraeof Time [reposits m Broad Maney.
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Balance of Trade and Payments

1.13  The deficil in the country's rade balance  declined - zubstanbially dunng
1990-91. Dedicit in the Merchandize Account doeclined by 3 472 million 103 1,801
rrellion during the year under repont as against an increase of 3 179 millonto § 2,273
mellion in the preceding year. The reductian In frade detlcl was attioulabie o lall in
impornt payments and increase in expart recelpts durng 192031 as comparcd with
the preceding vear, Import paymenis declined by 5 2588 million @ % 3470 millicn In
1990-21 Irom & 2752 millicn in The pracading year.

114 Tolal expor receipls meee by & 183 million 10 % 1669 millian in 12%0-31 a5
againsl an increasa of 5 208 million in tha preceding yaar. Tha ralative shares of
Iraditional and non-traditional iterms in toial export recaeipts during the yvear stood at
& 44390 million or 26,5 paroent and- § 1,226 millicn or 73.5 percent respectively,
Cormmedify-wise export recaipts wera: raw jule § 120 millian, ute geads $ 283 millicn,
tea & 40 million, readymads garments & 788 milllon, frozen foods & 177 million,
leather & 138 milion and other items %123 miflion. Tolal receipls under Sorviccs
Aoccount increzsed by § 14 millicn to % 450 million, Cn the ather-hard, outiiow under
the Sorvicos Account daclined by $ 88 million o $ 426 milon. Due o kighsr receipts
and lowar oulllew, net delicit in lha Serdcas Account declined by $ 32 millicn during
the voar undor report. Recgipls uoder ‘Privale Unrequited Transfars’ incraazsed by §
44 milticn o F B4AS million durirg the year under rapor. This incladed $764 million
remillad by the Bangladeshis Bving abroad. Deficii in the Cormend Acoourt declined by
& B9 muliicn 19 $ SB1 milion durng 1990-21. A5 4 result of the decling in defici
under Trade and Services Agcounts and ingreased receipts under Private Unrequited
Transfars, tha overall balance of payments of the country showed a surplus of § 347
millicn in 1%90-21 a5 companed with 3 deficit of § 100 milllion in the preceding year.

1.15 Commitments ol fereion aid 1o Bangiadesh stood ab§ 1,371 million during
1950-21. Tolal commifrrants of lorsign did since indeperdance Hill the end of June,
1991 amouniad o & 27,4683 milion of which £ 12.462% million or 460 parcem
represented grants, Total disbursement of forzign aid during the same porod giood
at § 22 461 midicn whick reprozonlod 81.8 parcent ol Ine ozl commilmatls, One o
The miaor factors reapongilee o tes aiadlal in aid disborsemeant was tha daaith al
lmcal currenoy. O the total disbursemants, $ 11,5228 millian or 513 perosnt
represeiled kans whilg e remainicg 5 10,933 million ar 48.7 pereent grants. Todal
outstanding external dabt of Bangladash increased by § 704 million chrirg 1980-51
and stocd at & 11,052 millicn as on-June 30, 1921, Repaymen of extornal debt
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[principal and interest) during 1533-91 amounted 10 § 317 million.or 19.0 pargent. of
the country's cxpait earmings. This compared with the repayment of & 280 million or
195 percent of export camings dunng 1988-840,

Shorl-term Prospects

1.16  The economy of Bangfadesh laced an advaerse siluation due to tho Sull-war
and inlernal political unrest in the tirst hall of 1290-91 as wall as unprecedentoed
calaslrophic cyclena, fidal boras in the second hall of the year, This adverse siuaton
was, howaver, successiully met with all-oul efforls made by the hawly-glectad
damecralic Governmernd, Wilh the restorafion of political sfabilily in the couniry
throuch frea and fair alegtions, overall aconamic aclivities oalherad momeantam. n
view of the present socio-ecancmic siteation, it can be expacted that the process of
economic developmant will accelarate during 1991-92 provided the inilow of foreign
assistance and weather conditions remain favourable, A3 g result of all-out eflors 1o
augment agricufural production and measures taken o establish 3 market-criented
econmy, there is every likelincod that economic activities will expand further during
1997-92.
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o it 40e 44
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b 0 s e - B o e et A
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&) LT
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ThF W S FeEilR pehe
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b R [ [ B - L R |
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Inlznd bills Puschased ang Discauntsd in Bangladesh H546.510 G070
FHEEES  HTE
(e 1, Swgd BF R eAiam g Bl o
Credit Deposits Ratio 0.g2*" (g2
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Laun-Epocial Prograriree) L0 150 10:80 bk =5 R
sy | = faem =it
(117 Oilwar Spescial Frogramme. B0-13.0 g.0-130 801480 2 26 15
FEA I GG
(151 Oihars 12.0-20.0 1202000 1205-20.0 i hi I

GTF R TUEER ST WORLEAR, AEA ¥ P vif 4nE M eRies ofige we s
Mote - Every loan inchiding gl axisting loans by the banks will e classitiod inle ana ol tha abhavs
twelve lending cateqories.

=4



Wt (Hw)
TABLE-IX (Concludsd)
TR e T TR T At
INTEREST RATES STRUCTURE OF
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B. Hates of inlarast on Mon-Fasidanl Fareign Cumenday Deposit (MFCD) Account®

(e ot glo)
(Percent por annuimi
b LT A, beal
TS TR pfune 30, 1950} (dursa 30, 1591)
{dd atu rity of T BT it qE BEE | e B
Deoosits) (. 5. Dallzrt] (Found Steding) | 1. 5. Dallanf (Paund Steling)
»HM
1 miorth Bg.i2 15.00 G.a7 12.54
-
3 moniths B.22 15.00 709 12.42
LqH
E marlhs B.31 i5.00 T.25 12.00
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TABLE-X
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SaFR-BO VT
R AT 189849-a0 1550-91
Hams/Sactors O [T e A W A T R s T
In coore T, In Milicn US 5 I1 crore Tk, | In million US §
M (eFe T/
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£ AT
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%) WM
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Private Unrequiled Tranziars 2,632.9 anz 3,016.5 4B
w1 S gl
el s ma
¥ which ; Workers'
Remittance 128881 (FE1) [£.72h.4] [TE2)
T EArE S
Curranl Accauni Balancs -R2de -1,575 -3.488.6 -28d
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BALAMCE OF PAYMENTS
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TR s w0 WA
Aircraf loan [Met) 2B 10 0.8 ]
F, M, i =0 4 oot s :
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B HEEeIE R, e A
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TABLE-XIW
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Year Fa T R il v
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2=t
1977-78 4,048 268
wib—9a
1978-79 5,540 353
ipda-—tko
1979-20 4,053 275
Yabo-bl
1980-81 4,523 250
bt Bl
1961-82 2,658 122
inbd-es
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2kt —nd
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B § TRRTA ReT, Teee T
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L, bbb

July. 1580 a4 54

HqE, 3580
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e i P T
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HAEE, bhha
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WA, S sa o
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o=, e
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e § Al st e gilys
Jource : Stalslics Deparment, Bangiadesh Bank.
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TR AT )
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AT AT )
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) EFT 1l i
1} Seonali Bank
%) a5t e
2} Janata Bank
=] w T
J} Agrani Bank <
CYR o ] e
4) Aupall Bank Limited”

w  ErEiiE eI
tb} Speclalised Banks (3)
5] T 1% AIF
1] Bangladesh Krzhi Bank
4] AT iR T
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&) A T SR
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camaetdl afFiEra ateE (o)
PRIVATE COMMERCIAL BANKS (10}
i o i R
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N T TS FEns
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4 International Minancé Investment & Commerce Bank Limiled
t EEAE e T it
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) T i HEhE

Bl Mational Bank Lirnitad
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7l The City Bark Limitad

vl EERE i e PR 2
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YR 1 Bt B 3 e [l P
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ya) e e iR ow s (Tl e A
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Taoritt atfstfErs anivermm (A
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3] il weer it FEde

1} American Express Bank Lirnited

3 IS Y GEFTED L TR TR et iy
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