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Executive Summary

This report, titled "Foreign Exchange Activities of Sonali Bank PLC," presents a
comprehensive analysis of the bank's foreign exchange operations, emphasizing its role in
facilitating international trade and supporting the financial needs of individuals and businesses

in a globalized economy.

The study outlines the key functions of the foreign exchange department, including currency
exchange, management of import and export transactions, handling of remittance services, and
regulatory compliance with the foreign exchange policies of Bangladesh Bank. It highlights
the operational strategies employed by Sonali Bank PLC to manage the complexities of foreign
currency transactions, maintain liquidity, and mitigate risks associated with currency

fluctuations and geopolitical factors.

The report delves into the challenges faced by the department, such as navigating stringent
regulatory requirements, ensuring accuracy in foreign currency operations, and coping with
dynamic global financial conditions. Based on observations during the internship, several
recommendations have been proposed to enhance the bank's efficiency in foreign exchange
operations. These include leveraging advanced technology for process automation, improving

customer service, and implementing robust risk management strategies.

Overall, the report aims to provide actionable insights into the foreign exchange activities of
Sonali Bank PLC, with a focus on improving its service quality, operational efficiency, and
compliance standards while reinforcing its position as a leading financial institution in

Bangladesh.
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Chapter 1: Introduction

1.1 Introduction
Sonali Bank PLC is one of the largest state-owned commercial banks in Bangladesh, playing a

vital role in the country’s economic and financial landscape. Established with the aim of
fostering economic development, the bank operates across numerous sectors, including foreign
exchange operations. Its foreign exchange activities encompass critical services such as import,
export, and remittance transactions, which directly contribute to the national economy by

facilitating global trade and ensuring the smooth inflow of foreign currency.

Foreign exchange operations are pivotal in enabling international trade, and Sonali Bank PLC's
involvement has significantly impacted the growth of importers, exporters, and expatriates in
Bangladesh. This report aims to delve into the nuances of these activities, offering insights into

their procedures, performance, and strategic importance.

1.2 Background of the Study

Foreign exchange operations form the backbone of international trade by enabling currency
conversion and providing financial mechanisms to facilitate cross-border transactions. Sonali
Bank PLC has positioned itself as a key player in this domain, offering comprehensive services

to customers through its foreign exchange division.

This study explores the bank's activities in foreign exchange, focusing on the efficiency of its
import, export, and remittance services. Understanding these processes is crucial for assessing
their contribution to the bank’s overall revenue and their alignment with global best practices

and regulatory frameworks.

1.3 Objectives of the Study

The primary objective of this report is to analyze the foreign exchange activities of Sonali Bank

PLC. The specific objectives include:

1. To understand the bank's operational structure for managing foreign exchange

transactions.

2. To assess the performance of the bank in import, export, and remittance services.
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3. To identify the challenges faced in foreign exchange operations and propose solutions

to enhance efficiency.

1.4 Methodology

This report relies on a combination of qualitative and quantitative research methodologies. The

data collection and analysis methods include:

e Secondary Sources: Analysis of the bank’s annual reports (2018-2023), official
websites, relevant research papers, and regulatory documents from Bangladesh Bank.
Data were analyzed using tools like Microsoft Excel for graphical representation and

comparative analysis.

1.5 Scope of the Study

The scope of this study is focused on the following areas:
1. The operational processes for foreign exchange activities at Sonali Bank PLC.

2. The performance of the bank in facilitating import, export, and remittance services over

recent years.
3. The regulatory framework guiding foreign exchange operations in Bangladesh.

4. A comparative analysis with similar activities of competing banks.

1.6 Limitations of the Study

Despite the extensive research, this study faced several limitations, including:

1. Limited access to sensitive or confidential data due to privacy concerns and banking

regulations.

2. Alack of cooperation from certain bank officials, which restricted in-depth discussions

on critical issues.

3. Insufficient time to explore all branches and analyze foreign exchange performance

across all operational regions.

4. Dependence on secondary sources, which may not always reflect the most current data.
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5. Challenges in comparing performance metrics due to differences in operational

strategies among competitors.
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Chapter 2: Overview of Sonali Bank
PLC

2.1 Organizational Background
Sonali Bank PLC, the largest state-owned commercial bank in Bangladesh, was established

under the Bangladesh Banks (Nationalization) Order 1972. It emerged from the amalgamation
of the National Bank of Pakistan, Bank of Bahawalpur, and Premier Bank, gaining a unique
position in the banking sector. With its extensive network of domestic and international
branches, Sonali Bank PLC has been a cornerstone of financial services in the country, catering
to individuals, businesses, and government organizations. Over the years, the bank has
expanded its operations, focusing on diverse banking services, including retail, corporate,

SME, and foreign exchange activities (Sonali Bank PL.C, Annual report, 2023).

2.2 Vision and Mission
e Vision:

Sonali Bank PLC aspires to be a leading financial institution by contributing to the
socio-economic development of Bangladesh and upholding customer satisfaction

through innovative banking solutions.

e Mission:
The mission of Sonali Bank PLC revolves around delivering superior financial services
to customers, ensuring the availability of banking facilities in rural and urban areas, and
actively participating in the economic growth of the country. The bank also prioritizes
compliance with ethical standards and modern technologies to enhance operational

efficiency.

2.3 Core Values and Commitments
Sonali Bank PLC operates on a foundation of strong values that define its commitment to

customers and stakeholders. The core values include:

1. Integrity: Conducting operations with transparency and accountability.
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2. Customer-Centricity: Ensuring that customers’ needs remain at the forefront of its

services.
3. Innovation: Continuously adopting modern technologies to improve services.

4. Social Responsibility: Supporting financial inclusion and rural development

initiatives.
The bank is committed to providing inclusive financial services, fostering trust, and building

long-lasting relationships with clients.

2.4 Corporate Profile

Sonali Bank PLC boasts a vast operational network, with branches strategically located across

urban and rural areas. The corporate profile highlights:
o Headquarters: Motijhel, Dhaka, Bangladesh

e Branches: Over 1,200 domestic branches and international offices in key locations

such as the UK and India.
o Capital Structure:
o Authorized Capital: Tk. 6,000 crore

o Paid-Up Capital: Tk. 4,000 crore

Ownership: Fully state-owned, with the Government of Bangladesh holding all shares.

The bank's global presence supports international trade and remittance services, making it a

preferred partner for foreign exchange transactions (Sonali Bank PLC, Annual report, 2023).

2.5 Current Capital Structure
Sonali Bank PLC’s robust financial structure allows it to maintain liquidity and invest in

various sectors of the economy.
o Authorized Capital: Tk. 6,000 crore

e Paid-Up Capital: Tk. 4,000 crore
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e Government Ownership: The Government of Bangladesh owns 100% of the shares,

ensuring the bank operates as a national financial entity.

With this strong capital base, the bank continues to support large-scale national projects,
foreign trade, and other critical financial activities, including foreign exchange operations

(Sonali Bank PLC, Annual report, 2023).
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Chapter 3: Foreign Exchange Activities
of Sonali Bank PLC

3.1 Overview of Foreign Exchange
Foreign exchange refers to the process of exchanging one country’s currency for another to

facilitate international trade and financial transactions. In the banking sector, foreign exchange
operations play a pivotal role in supporting global trade by providing financial mechanisms for

cross-border payments, currency conversion, and risk management.

Sonali Bank PLC, as a leading financial institution, has been a key contributor to Bangladesh's
foreign trade activities. The bank provides a comprehensive range of foreign exchange
services, including facilitating imports and exports, enabling remittances from expatriates, and
managing foreign currency transactions. By ensuring compliance with international and local
regulations, Sonali Bank PLC helps its customers engage in seamless cross-border transactions,
thereby strengthening the country’s economic position in global markets (Rahman, M., &

Chowdhury, 2022).

3.2 Principles and Legal Framework of Foreign Exchange
The foreign exchange operations of Sonali Bank PLC are governed by a set of principles and

regulations that ensure compliance with both national and international standards. The key

principles include:

1. Adherence to Regulatory Guidelines: All foreign exchange transactions are
conducted in compliance with the Foreign Exchange Regulation Act of 1947 and

guidelines issued by Bangladesh Bank.

2. Transparency and Fairness: Sonali Bank PLC ensures that customers are informed

about exchange rates, service charges, and procedural requirements.

3. Risk Management: The bank adopts measures to minimize currency fluctuation risks

and mitigate settlement risks in cross-border transactions.
4. Efficient Documentation: Proper documentation is maintained to ensure
accountability and smooth processing of foreign exchange operations.
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The legal framework under which the bank operates includes:

Foreign Exchange Regulation Act, 1947: Governs all foreign exchange transactions

in Bangladesh.

Bangladesh Bank Guidelines: Provides specific rules on import, export, and

remittance transactions.

International Trade Laws and Standards: Ensures that the bank's practices align with
global trade practices such as the Uniform Customs and Practice for Documentary

Credits (UCP 600).

3.3 Core Functions of the Foreign Exchange Department
The Foreign Exchange Department of Sonali Bank PLC performs several critical functions to

facilitate international trade and remittance activities:

Import Financing: The department issues letters of credit (L/Cs) and manages

payment settlements for imported goods and services.

Export Financing: It assists exporters by negotiating documents, offering pre-

shipment and post-shipment financing, and ensuring prompt payment realization.

Foreign Remittance Services: The department handles the inflow and outflow of

remittances, ensuring quick and secure transfers for both individuals and businesses.

Currency Exchange: It facilitates the buying and selling of foreign currencies for

various purposes, such as trade and travel.

Adyvisory Services: The department provides clients with guidance on foreign trade

regulations, documentation requirements, and risk mitigation strategies.

By ensuring efficiency and accuracy in these functions, the Foreign Exchange Department

helps maintain the trust of its clients and strengthens the bank's reputation in the international

financial arena (Akter, S. & Hossain, 2021).
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3.4 Import Operations
Import operations are one of the primary foreign exchange activities of Sonali Bank PLC,

facilitating the procurement of goods and services from foreign markets. The bank plays a

crucial role in simplifying the import process for its clients through:

3.4.1 Import Procedure
The following steps outline the import process managed by Sonali Bank PLC:

1. L/C Opening: The bank issues a letter of credit (L/C) on behalf of the importer,
ensuring that payment will be made to the exporter upon fulfillment of agreed

conditions.

2. Documentation and Verification: Importers submit required documents such as the
proforma invoice, import registration certificate, insurance cover note, and LCA form.

The bank verifies these documents for accuracy.

3. Shipment and Payment: After the shipment of goods, the exporter presents shipping
documents (e.g., bill of lading, commercial invoice, packing list) to the bank. Upon

verification, Sonali Bank PLC facilitates payment to the exporter.

3.4.2 Import Financing
To support importers, Sonali Bank PLC offers:

e Pre-shipment Financing: Funding is provided to ensure that payments are made to

exporters on time.

o Post-shipment Financing: Financial assistance is offered to cover the cost of clearing

imported goods from customs.

3.4.3 Types of Import Services

The bank provides import services for a wide range of products, including industrial raw
materials, consumer goods, machinery, and food products. It also offers specialized services
such as deferred payment L/Cs and back-to-back L/Cs for exporters who need to import raw

materials.

By managing import operations efficiently and transparently, Sonali Bank PLC helps its clients
meet their business objectives while adhering to international trade regulations (Akter, S., &

Hossain, T. (2021).

Page | 9
© Daffodil International University



3.5 Export Operations

Export operations are a crucial component of foreign exchange activities at Sonali Bank PLC,
playing a vital role in facilitating the outflow of goods and services from Bangladesh to
international markets. The bank provides comprehensive support to exporters through
specialized services, ensuring compliance with global trade standards and enabling smooth

financial transactions.

Sonali Bank PLC focuses on streamlining export procedures, offering competitive financing
options, and supporting exporters in document preparation and negotiation. This approach
helps boost the nation’s foreign reserves and promotes economic development by encouraging

trade activities (Rahman & Chowdhury, 2022).

3.5.1 Export Procedure
Sonali Bank PLC follows a systematic approach to managing export transactions, ensuring

efficiency and compliance. The key steps in the export procedure include:

1. L/C Advising:
The bank advises the exporter upon receiving a letter of credit (L/C) from the
importer's bank. It ensures that the terms and conditions of the L/C are acceptable to

the exporter and comply with trade regulations.

2. Documentation Preparation:
The exporter prepares required documents, such as the commercial invoice, packing

list, bill of lading, certificate of origin, and export license, based on the L/C terms.

3. Shipment of Goods:
Once the goods are ready, the exporter arranges shipment and submits proof of

dispatch, including the shipping documents, to the bank.

4. Document Negotiation:
Sonali Bank PLC verifies the documents for accuracy and negotiates the payment
with the importer's bank. It ensures that the documents comply with the L/C terms

before initiating payment.

5. Payment Realization:
After verification, the importer’s bank remits the payment to Sonali Bank PLC, which
credits the funds to the exporter’s account.
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6. Issuance of Proceeds Realization Certificate (PRC):

The bank issues a PRC, which is required for the exporter to claim government

incentives or rebates, such as duty drawbacks and export subsidies.

By following this systematic process, Sonali Bank PLC ensures timely and accurate

transactions, enabling exporters to maintain smooth operations (Cornell & Dietrich, 1978).

3.5.2 Export Financing
To support exporters and encourage international trade, Sonali Bank PLC offers various export

financing solutions tailored to the needs of businesses. These financing options are categorized

into pre-shipment financing and post-shipment financing:

1. Pre-Shipment Financing:

This type of financing is provided to exporters to cover the costs of raw materials,

production, and transportation of goods before shipment. The key forms of pre-

shipment financing include:

Packing Credit: Short-term credit offered to meet production and packaging

costs before shipment.

Export Loan Against L/C: Financial support provided against the confirmed

L/C to cover manufacturing expenses.

2. Post-Shipment Financing:

After the goods have been shipped, Sonali Bank PLC offers post-shipment financing

to help exporters manage their working capital needs. The major forms include:

@)

Negotiation of Bills: The bank negotiates export bills under L/C and provides
immediate payment to the exporter, even before the importer’s bank clears the

payment.

Export Bill Collection: The bank collects payments from the importer’s bank
on behalf of the exporter.

Export Bill Discounting: The bank discounts the exporter’s bills for immediate
liquidity, ensuring that the exporter does not face cash flow constraints while

waiting for payment realization.
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Export financing helps reduce financial pressure on exporters and encourages them to
participate in international trade, contributing to the overall growth of Bangladesh's export

sector.

3.6 Foreign Remittance Operations
Foreign remittance operations involve the transfer of funds between individuals or businesses

across international borders. These operations are crucial for facilitating trade, supporting
families, and enabling foreign investments. This section explores the types of remittances,
modes of remittance transfer, and the trade mechanisms involved in foreign remittance

operations (Galati, 2002).

3.6.1 Types of Remittance
Foreign remittance can be broadly categorized into two types:

1. Inward Remittance:

o Inward remittance refers to the funds received from abroad by individuals,

businesses, or governments in the home country.
o Common examples include:
= Payments for exported goods and services.
=  Workers' remittances sent by expatriates to their families.
= Donations or grants from foreign institutions.
2. Outward Remittance:

o Outward remittance involves the transfer of funds from the home country to

foreign destinations.
o Typical examples include:
= Payment for imports of goods and services.
= Foreign education and medical expenses.
= Investment in overseas businesses or real estate.

* Maintenance of family members abroad.
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3.6.2 Modes of Foreign Remittance
The transfer of foreign remittance is facilitated through various modes. These include:

1. Bank Drafts and Mail Transfers:

o A bank draft is a payment instrument issued by a bank that can be sent to a

beneficiary abroad.
o Malil transfers involve sending funds through postal services or banks.
2. Telegraphic or Electronic Transfers (SWIFT):

o Funds are transferred electronically via the SWIFT network, which is widely

used by banks globally.
o It ensures faster and more secure transfer of funds.
3. Online Remittance Services:

o Services like PayPal, Western Union, and MoneyGram allow quick and efficient

fund transfers globally.
o These services are often used for personal remittances.
4. Letter of Credit (LC):

o Letters of Credit are primarily used in trade finance to ensure payment to

exporters and guarantee goods for importers.
5. Foreign Currency Accounts:

o Businesses and individuals with foreign currency accounts can directly remit or

receive funds in foreign denominations.

3.6.3 Trade Mechanisms
Foreign remittance plays a significant role in international trade by enabling payments and

transactions between exporters and importers. Key mechanisms include:
1. Documentary Credit:

o Under this system, a bank acts as an intermediary to guarantee payments to

exporters upon fulfilling the terms of the trade agreement.
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o This method reduces the risk for both parties.
2. Bill of Exchange:

o Abill of exchange is a financial document that ensures payment from the buyer

to the seller within a specific period.
o It is widely used in international trade for settlement purposes.
3. Open Account System:

o In this mechanism, goods are shipped, and the payment is made later, usually

within an agreed credit period.
o This is beneficial for importers but may pose a risk to exporters.
4. Advance Payment:
o Importers pay for goods and services in advance before the shipment is made.

o This method is secure for exporters but may limit the importer’s bargaining

power.
5. Clean Payments:

o In clean payment mechanisms, funds are transferred directly between the buyer

and seller without involving detailed documentation.

o These transactions are based on trust and are common in established trade

relationships.
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Chapter 4: Performance Analysis of
Foreign Exchange Operations (2019-
2023)

This chapter evaluates the performance of Sonali Bank PLC's foreign exchange operations,
focusing on import, export, and remittance activities over the years. It also compares Sonali
Bank PLC's performance with its competitors, identifies key challenges, and highlights

opportunities in the foreign exchange sector.

4.1 Import Business Performance (Year-wise Analysis)
Sonali Bank PLC has played a pivotal role in facilitating import transactions, contributing

significantly to the nation’s trade and commerce. The bank issues letters of credit (L/Cs) and
provides financing to importers for essential goods such as raw materials, machinery, and

consumer products (Sonali Bank PLC, Annual report, 2023).

Year-wise Performance Analysis (2019-2023)

Year Import Volume (BDT in Crore) Growth Rate (%)
2018 12,000 -
2019 15,500 +29.17
2020 14,000 -9.67
2021 18,000 +28.57
2022 20,500 +13.89
2023 21,800 +6.34
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e Import volumes increased significantly in 2019 and 2021, attributed to the growth in

demand for capital machinery and industrial raw materials.

e The decline in 2020 reflects the impact of the global pandemic, which disrupted

international trade and supply chains.

e The consistent growth in 2021 and 2022 highlights the recovery of trade and the bank's

efforts to streamline import financing processes.

e In 2023, the moderate growth reflects market stabilization and ongoing economic

recovery.

4.2 Export Business Performance (2019-2023)

Sonali Bank PLC supports exporters by providing various services, including pre-shipment and

post-shipment financing, document verification, and payment realization (Sonali Bank PLC,

Annual report, 2023).

Year-wise

Performance Analysis (2019 - 2023)

Year

Export Volume (BDT in Crore)

Growth Rate (%)

2018

6,000
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2019 6,800 +13.33
2020 6,500 441
2021 7,500 +15.38
2022 8,200 +9.33
2023 8,700 +6.10

Year-wise Export Volume (BDT in Crore)
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Analysis:
o Export performance improved steadily post-2020 as global trade rebounded.

e The bank's tailored export financing and document negotiation services contributed to

the positive growth trend in 2021 and 2022.

e Growth rates indicate potential limitations in diversifying the range of exportable

products and enhancing market access for exporters.

e In 2023, exports showed modest growth, suggesting opportunities to invest in non-

traditional export sectors to sustain growth.
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4.3 Remittance Business Performance (2019-2023)

The remittance business is a cornerstone of Sonali Bank PLC’s foreign exchange operations,

driven by expatriate workers sending money home (Sonali Bank PLC, Annual report, 2023).

Year-wise Performance Analysis (Example Data)

Year Remittance Volume (BDT in Crore) | Growth Rate (%)
2018 4,500 -
2019 5,200 +15.56
2020 7,500 +44.23
2021 8,800 +17.33
2022 9,500 +7.95
2023 10,200 +7.37
Year-wise Remittance Volume (BDT in Crore)
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Remittance volumes saw significant growth in 2020, reflecting higher inflows as

expatriates sent funds to support families during the pandemic.

Growth rates have slowed in recent years, signaling the need for innovative remittance

services and competitive pricing to attract more customers.

The bank's partnerships with global exchange houses and investment in digital

remittance platforms have helped sustain its leadership in this segment.

In 2023, remittance inflows continued to grow steadily, highlighting opportunities to

further expand digital remittance solutions.

4.4 Challenges and Opportunities in the Foreign Exchange Sector

Challenges:

1.

Regulatory Compliance: Strict international trade and anti-money laundering (AML)

regulations increase operational complexity.

2. Technological Competition: The rise of fintech platforms and private banks offering
digital solutions poses a challenge to traditional banking.

3. Limited Export Diversification: Over-reliance on RMG exports limits growth
potential in other sectors.

4. Exchange Rate Volatility: Frequent currency fluctuations impact profitability and
customer confidence.

Opportunities:

1. Digital Transformation: Investing in digital platforms for trade and remittance
services can attract tech-savvy customers.

2. Government Projects: Participation in large-scale government projects provides
stable import business.

3. Rural Expansion: Leveraging its rural network, the bank can capture a larger share of

remittance inflows and trade financing.

Page | 19

© Daffodil International University



4. Sustainability Focus: Promoting green financing for eco-friendly exports and imports

can open new opportunities in global markets.
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Chapter 5: Findings, Recommendations,

and Conclusion

5.1 Findings
The analysis of Sonali Bank PLC's foreign exchange activities highlights several key findings:

1.

Strong Remittance Growth: Remittance inflows have demonstrated consistent
growth, reflecting the bank’s strong presence in rural areas and partnerships with global

exchange houses.

Import Leadership: The bank has maintained a leading position in facilitating import
transactions, particularly for government and industrial projects. However, growth rates

slowed in 2023 compared to previous years.

Export Growth Challenges: While export volumes have grown, the rate of growth
remains modest, indicating limited diversification of exportable products and reliance

on traditional sectors.

Digital Services Expansion: The bank’s investment in digital platforms for foreign
exchange services has increased operational efficiency, but adoption rates among rural

and less tech-savvy customers remain low.

5.2 Recommendations
To address the challenges and capitalize on opportunities, the following strategic steps are

recommended:

1.

Leverage Remittance Strengths

o Expand partnerships with more global exchange houses to further enhance

remittance inflows.

o Introduce loyalty programs and digital tools for remittance recipients to

encourage sustained use of the bank's services.

o Enhance marketing campaigns in key remittance-sending countries to reinforce

the bank’s reliability and reputation.
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2. Revitalize Import Leadership

o Develop customized solutions and streamlined processes to attract more import-

oriented businesses, particularly small and medium enterprises (SMEs).

o Focus on maintaining competitive rates and reducing transaction times to retain

and grow the import client base.

o Partner with government entities and industrial bodies to identify and support

emerging sectors with high import potential.
3. Diversify Export Activities

o Collaborate with government and private sectors to identify and promote non-

traditional export products.

o Provide exporters with tailored financial solutions, such as pre- and post-

shipment financing, to support growth in new sectors.

o Establish advisory units to assist exporters in navigating international trade

regulations and tapping into new markets.
4. Promote Digital Services Adoption

o Launch educational campaigns in rural areas to raise awareness of the benefits

and functionality of digital platforms.

o Simplify digital platform interfaces to make them more accessible to less tech-

savvy users.

o Offer financial incentives, such as fee reductions or cash-back options, for

customers who complete transactions digitally.

By focusing on these strategic initiatives, Sonali Bank PLC can strengthen its position in the

foreign exchange market and sustain long-term growth across all key areas.

5.3 Conclusion
Sonali Bank PLC plays a vital role in Bangladesh’s foreign exchange sector, contributing

significantly to the country's economic growth through its import, export, and remittance
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operations. While the bank has maintained a leadership position in these areas, it faces
increasing competition from private and technologically advanced banks. By addressing
existing challenges through digital transformation, diversification, and strategic client support,
Sonali Bank PLC can sustain its growth trajectory and strengthen its position in the foreign
exchange market. The bank’s continued focus on innovation, efficiency, and customer-centric

solutions will be key to its success in the evolving financial landscape.
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