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Executive Summary 

This report is based on Measurement of Capital Adequacy of Rupali Bank Limited. Capital Adequacy is essential to ensure the safety of its stakeholder’s interest as well as the soundness its operation. Maintaining adequate capital is an indication of financial strength and stability of a bank. The report is prepared to analyze the Capital Adequacy of Rupali Bank Limited which contents of five chapters. Chapter one introduction describes about origin of the study, objectives of the study, scope of the study, methodology and limitations of the study. Chapter two named overview of RBL contains about the history, vision, mission and core values, strategic objectives, ethical principles, services, branch network, manpower, principle activities, capital structure, growth of balance sheet items, network organ gram of RBL. Chapter three named theoretical framework contains about the capital adequacy ratio, formula, uses, risk weighting, types of capital. Chapter four named analysis of capital Adequacy of RBL and last chapter is findings, recommendation, and conclusion.
Ruali Bank Limited maintains the capital adequacy against the risk to absorb the potential loss and ensure sustainability during adverse condition. Rupali Bank Limited performs the entire banking role as a result one can easily get all the simple and indicate banking operation. In a word, this bank was appropriate for my internship. Rupali bank serves the people by the three sections namely general banking, investment, and foreign exchange operation.
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INTRODUCTION
Internship program is one kind of training session for business background students. It not only helps to increase our knowledge but also makes us experienced to work in an official environment. Being an intern in Rupali Bank Limited, I not only gained information and knowledge but also improved my communication skills as well as learned to manage my anger while interacting with the customers. I have learned about the account opening process, cheque clearing procedure, telegraphic transfer and managing. Furthermore, interns are not allowed to work in computers as it is an order from the managerial level. Through the entire internship program I came to understand that we have to be very professional as well as active because working in a bank is full pressure and also challenging. Due to globalization, technological innovation and deregulation the dimension of banking is changing rapidly all over the world. Thus banking in Bangladesh will also need to keep pace with the global change. So RBL is trying it’s best to make the bank more popular and trustworthy towards the mass people by providing better service and products as well as developing their corporate social responsibilities. In this report I will be focusing on their analysis of capital adequacy as they always intend to highlight this responsibility both in reality and their official website. Overall the tasks were full of risks but interesting. This will benefit me a lot in my future career.
1.1  ORIGIN OF THE STUDY
The report is an attempt to provide an orientation to real life scenario in which one can observe and evaluate the use and applicability concepts that were taught in BBA program. During the internship program I was assigned to Rupali Bank Limited to observe practical applications of my theoretical knowledge. In RBL I was assigned in Remittance Department, Savings Department and in general banking like cheque issue, account opening etc. I have to prepare this report named Analysis of Capital Adequacy of Rupali Bank Limited. Finally a report with proper Analysis of Cpital Adequacy and possible policy recommendation for better practice needs to be submitted to Aminul Haque Russel, Lecturer Department of Business Administration, Daffodil Institute of IT.

1.2  OBJECTIVES OF THE STUDY 
General Objectives  

· The main objective of this report is to measure the current capital condition of the Rupali Bank Limited compare to its risk
Specific Objectives

· To show the Risk Weighted Assets of RBL.

· To evaluate the current capital position of the bank for sustaining in long-run.
· To assess the capital adequacy structure of the bank in practice.
· To fulfill the partial requirement of BBA program.
1.3  SCOPE OF THE STUDY

To prepare the report I had a great opportunity to have real life knowledge about different function of Rupali Bank Limited. I also tried to increase my knowledge about the functions of banking sector and I think the information collected from different personnel will help me to understand the importance of these functions for RBL. In the time of prepare this report I am also gather various types of knowledge about official activities and various responsibility of RBL.
1.4  METHODOLOGY OF THE STUDY
This report is quantitative in nature. For preparing this report both type of data are used which are shown as follows:
1.4.1. Data Collection Process:

Primary Data: The primary data were collected through a face to face conversation with the official of RBL.
Secondary Data: The major sources of secondary data include:
· RBL Annual Report

· RBL’s official website

· Bangladesh Bank guidelines of capital adequacy
· Relevant Books.
1.4.2. Techniques used in this report:

· Ratio Analysis

· Capital adequacy ratio

· Core capital ratio
· Supplementary ratio analysis
· Different statistical tools

1.5 . LIMITATIONS OF THE STUDY
There are some limitations that I have faced in preparing this report. Basically I faced difficulties in collecting data from the different sources. To collect primary, data some individuals did not show interest while trying for interviewing them. For secondary data, I faced problem of unorganized record of documents keeping by different sources. Preparing the report I also faced some difficulties which are given below:
· The first limitation is that the scope of the report. Basically the report has been prepared as a descriptive report. There was a little scope for analysis and as a result the report has become a little tedious.
· Time limitation is the first and foremost factor for this research. Due to shorter period of time the report is conducted only by focusing on studies taking from the perspective of RBL.
· There are some limitations inside the Rupali Bank Limited for getting information for the internship. Sometimes they skip some information.

· Relevant data collecting was very difficult as the organization remains confidential.

· Load at workplace was also being an impediment to do my job with utmost effort. 

· Also my lack of experience to make such report is also a factor.

INTRODUCTION

Generally by the word “Bank” we can easily understand that the financial institute deals with money. But there are different types of bank such as: Central Bank, Commercial Bank, Savings bank, Investment Bank, and Co-operative Bank etc. But when we use the term “Bank” without any prefix or qualification, it refers to the ‘Commercial Bank’. Rupali Bank Limited is one of the largest state owned commercial bank in Bangladesh, serving the million people in urban and rural areas across the country with its wider branch network. It was emerged as one the bank in the country with the spirit to provide services to the common people. The bank’s aspiration has truly expressed by the slogan “Assures Better Service”. The registered office of the company is located at 34, Dilkusha Commercial Area, Dhaka-1000. Now it has an authorized capital of tk. 700 crore, paid up capital tk. 240.03 crore. The Bank has a total asset of tk. 30054.98 crore as on 31st December 2015. In terms of deposits and loans of the total bank market the bank occupied more or less 4%.
2.1 HISTORY OF RBL
Rupali Bank Ltd. was constituted with the merger of 3 (three) erstwhile commercial banks i.e. Muslim Commercial Bank Ltd., Australasia Bank Ltd. and Standard Bank Ltd. operated in the then Pakistan on March 26, 1972 under the Bangladesh Banks (Nationalization) Order 1972 (P.O. No. 26 of 1972), with all their assets, benefits, rights, powers, authorities, privileges, liabilities, borrowings and obligations. RBL came out as the largest public limited banking company of Bangladesh on 14 December, 1986. However, after the year 2000, the government divested of its shares, and the privatization of the bank was completed.
2.2 VISION

Our vision is to expand our loyal customer base by being known as the financial partner of choice that constantly exceeds customer expectations.
2.3 MISSION
Our mission is:
· To provide excellent quality customer service

· To become a trusted repository for customer’s money and their financial advisor

· To display team spirit and professionalism

· To have a sound capital base

· To be the finest bank in the banking area

· To maintain corporate and business ethics

· To offer rewarding career opportunities and cultivate staff commitments.
2.4 CORE VALUES
Our core values are:
· Social Responsibility: We care for and contribute to our communities

· Performance: We measure results and reward achievements

· Integrity: We uphold trustworthiness and business ethics

· Respect: We cherish every individual

· Innovation: We encourage creativity

· Teamwork: We work together to succeed 
The first letters of the initial words form “SPIRIT” and carry equal importance.
2.5 STRATEGIC OBJECTIVES
· Develop a customer oriented service culture with special emphasis on customer care and convenience.

· Increase our market share by following a disciplined growth strategy.

· Achieve a significant share of deposit and credits from the existing and niche market.

· Leverage our technology platform and pen scalable system to achieve cost-effective operations, efficient MIS, improved delivery capability and high service standards.

· Develop innovative products and services that attract our targeted customers and market segments.

· Maintain a high quality assets portfolio to achieve strong and sustainable returns and to continuously build shareholder’s value.

· Strengthen the Bank’s brand recognition.
2.6 ETHICAL PRINCIPLES
· Customer Focus and Fairness: At RBL, our prime focus is to achieve perfection in our customer service. Customers are our first priority and driving force.

· Quality: Quality service experience is a paramount to our customers and we are strongly committed to fulfilling this ideal.
· Honesty and Integrity: We ensure the highest level of integrity to our customers, creating an ongoing relationship of trust and confidence.

· Belief in our People: We recognize that employees are our most valuable asset and our competitive strength. 

· Good Corporate Governance: Effective corporate governance procedures are essentials to achieve and maintain public trust and confidence in any company, more so in a banking company.

· Corporate Social Responsibility: As a responsible corporate citizen, we consider it important to act in a responsible manner towards the environment and society.
2.7 OPERATIONAL NETWORK ORGAN GRAM
Figure: 2.7. Operational Network Organ gram
	













                                                      





       Source: Annual Report of RBL

2.8 SERVICES PROVIDED BY RBL

Rupali Bank Limited offers all the major banking facilities and services to its customers. The Bank with its network spreading throughout the country has a unique feature of plough back savings from those places and then investing them into different loan portfolios.

Rupali Bank Limited with its wide ranging branch network and skilled personnel provides service like:

· Deposits:

· Current Deposit (CD)

· Call Deposit (CDR)

· Special Notice Deposit (SND)

· Savings Deposit (SB)

· Fixed Deposit (FDR)
· Schemes: 

· Rupali Deposit Scheme (RDS)

· Rupali Monthly Earning Scheme (RMES)

· Rupali Millionaire Deposit Scheme (RMDS)

· Loan and Advances:
· Industrial Project Loan

· Small and Medium Enterprise Loan (SME)

· Housing Building Loan

· Loan against FDR

· Overdraft (OD)

· Cash Credit

· Cash Loan

· Demand Draft

· Telegraphic Transfer

· Mail Transfer

· Pay Order

· Green Financing

· Import Finance

· Export Finance

· Rural and Agro Credit

2.9 BRANCH NETWORK

Rupali Bank Limited is one of the largest commercial bank of Bangladesh. The bank within stipulation lay down by the bank company act 1991 and directives as received from Bangladesh Bank from time to time provide all types of commercial banking services. RBL has a well distribute network of branches in rural and urban areas of Bangladesh. It has 535 branches all over the country. The bank oversees the activities of the branches by the 10 divisional offices with the 25 work stations. It is also enlisted to Dhaka and Chittagong stock exchange as Rupali Bank Limited quoted company for its general class of share.

2.10 MANPOWER OF THE BANK 
The Human resource Division is very much concerned about the training of its members of management. Every year it provides a schedule for development and training purposes. Now bank recruits most of the officers through Banker’s Recruitment Committee (BRC) which is conducted by Bangladesh Bank. Now the total numbers of employees are 6500+.
2.11 PRINCIPLE ACTIVITIES OF RBL
The principle activities of the bank are banking and related activities such as accepting deposits, personal banking, trade financing, SME trade and services, cash management, treasury, securities and custody services, remittance services etc. The services are endowed with the conventional and modern products.

3.1 Capital Adequacy Ratio

Capital Adequacy Ratio (CAR) is also known as Capital to Risk Weighted Assets Ratio (CRAR) is the ratio of a bank’s capital to its risk. National regulators track a bank's CAR to ensure that it can absorb a reasonable amount of loss and complies with statutory capital requirements. It is a measure of a bank's capital. It is expressed as a percentage of a bank's risk weighted credit exposures. This ratio is used to protect depositors and promote stability and efficiency of financial systems around the world. Two types of capital are measured: Tier-I capital, which can absorb losses without a bank being required to cease trading, and Tier-II capital, which can absorb losses in the event of a winding-up and so provides a lesser degree of protection to depositors.
3.2 Calculation of Capital Adequacy Ratio

In order to calculate CAR, banks are required to calculate their Risk Weighted Assets (RWA) on the basis of credit, market and operational risks. Total RWA will be determined by multiplying of capital charge for market risk and operational risk by the reciprocal of the minimum CAR and adding the resulting figures to the sum of risk weighted assets for credit risk. The CAR is then calculated by taking eligible regulatory capital as numerator and total RWA as denominator.
3.3 Category of Capital Adequacy
There are three types of capital these are given below:

Figure: 3.3 Category of Capital

[image: image3]
· Tier-I Capital: 

Tier 1 capital is the core measure of a bank's financial strength from a regulator's point of view. It is composed of core capital, which consists primarily of common stock and disclosed reserves (or retained earnings). Tier-I capital called ‘core capital’ comprises of highest quality of capital elements that consists of:
a) Paid up capital
b) Non-repayable share premium account
c) Statutory reserve
d) General reserve
e) Retained earnings
f) Minority interest in subsidiaries
g) Non-cumulative irredeemable preference shares
h) Dividend equalization account
TIER- I CAPITAL = (paid up capital + statutory reserves + disclosed free reserves) - (equity investments in subsidiary + intangible assets + current & brought-forward losses)
· Tier-II Capital

Tier-II Capital or supplementary capital, includes a number of important and legitimate constituents of a bank's capital base. These forms of banking capital were largely standardized in the Basel I accord, issued by the Basel Committee on Banking Supervision and left untouched by the Basel II accord. Supplementary capital represents other elements which fall short of some of the characteristics of the core capital but contribute to the overall strength of a bank and consists of:
a) General provision

b) Revaluation reserves
· Revaluation reserve for fixed assets

· Revaluation reserve for securities

· Revaluation reserve for equity instrument

c) All other preference shares

d) Subordinated debt

TIER 2 CAPITAL = Undisclosed Reserves + General Loss reserves + hybrid debt capital instruments and subordinated debts
General Provision: A general provision is created against losses which have not yet been identified. The provision qualifies for inclusion in Tier 2 capital as long it is not created against a known deterioration in value. The general provision is limited to
· 1.25% of RWA (Risk-weighted assets) for banks using the standardized approach
· 0.6% of credit risk-weighted assets for banks using the IRB approach

Revaluation Reserves: A revaluation reserve is a reserve created when a company has an asset revalued and an increase in value is brought to account. A simple example is the situation where a bank owns the land and building of its head-offices and bought the properties for $100 a century ago. A current revaluation is likely to reflect a large increase in value. The increase would be added to a revaluation reserve. The reserve may arise out of a formal revaluation carried through to the bank's balance sheet, or a notional addition due to holding securities in the balance sheet valued at historic cost. Basel II also requires that the difference between the historic cost and the actual value be discounted by 55% when using these reserves to calculate Tier 2 capital.

Subordinated Term Debt
· Subordinated debt is debt that ranks lower than ordinary depositors of the bank. Only those with a minimum original term to maturity of five years can be included in the calculation of this form of capital; they must be subject to proper amortization arrangements.
For Foreign banks
For foreign banks operating in Bangladesh, Tier-I capital consists of the following items:

1) Funds from head office

2) Remittable profit retained as capital

3) Any other items approved by BB for inclusion in Tier-I capital

Tier-II capital consists of the following items:

1) General provision

2) Borrowing from head office in foreign currency in compliance with the regulatory requirement as specified in Annex A
3) Revaluation reserve for securities

4) Any other items approved by BB for inclusion in Tier-II capital
Tier-III Capital

Tier-III capital called ‘Additional Supplementary Capital’ consists of short-term subordinated debt (original maturity less than or equal to five years but greater than or equal to two years) would be solely for the purpose of meeting a proportion of the capital requirements for market risk.
Conditions for maintaining regulatory capital
The calculation of tier-I capital, Tier-II capital, and Tier-III capital shall be subject to the following conditions:

1) The amount of Tier-II capital will be limited to 100% of the amount of Tier-I capital.

2) 50% of revaluation reserves for fixed assets and securities eligible for Tier-II capital.

3) 10% of revaluation reserves for equity instruments eligible for Tier-II capital.

4) Subordinated debt (definition and qualification is stated in Annex A) shall be limited to a maximum of 30% of the amount of Tier-I capital.
.
 3.4 Uses
Capital adequacy ratio is the ratio which determines the bank's capacity to meet the time liabilities and other risks such as credit risk, operational risk etc. In the simplest formulation, a bank's capital is the "cushion" for potential losses, and protects the bank's depositors and other lenders. Banking regulators in most countries define and monitor CAR to protect depositors, thereby maintaining confidence in the banking system. 
3.4 Risk weighting

Since different types of assets have different risk profiles, CAR primarily adjusts for assets that are less risky by allowing banks to "discount" lower-risk assets. The specifics of CAR calculation vary from country to country, but general approaches tend to be similar for countries that apply the Basel Accords. In the most basic application, government debt is allowed a 0% "risk weighting" - that is, they are subtracted from total assets for purposes of calculating the CAR.

Example: Risk weighted assets - Fund Based: Risk weighted assets mean fund based assets such as cash, loans, investments and other assets. Degrees of credit risk expressed as percentage weights have been assigned by the national regulator to each such assets.
Non-funded (Off-Balance sheet) Items : The credit risk exposure attached to off-balance sheet items has to be first calculated by multiplying the face amount of each of the off-balance sheet items by the Credit Conversion Factor. This will then have to be again multiplied by the relevant weight age.
Basel accords 
The Basel Accords (see alternative spellings below) refer to the banking supervision Accords (recommendations on banking regulations) Basel I, Basel II and Basel III issued by the Basel Committee on Banking Supervision (BCBS). They are called the Basel Accords as the BCBS maintains its secretariat at the Bank for International Settlements in Basel, Switzerland and the committee normally meets there. The Basel Accords is a set of recommendations for regulations in the banking industry.

4.1 Capital Adequacy
A summary discussion of the bank approach to assessing the adequacy of its capital to support current and future activities:
· The bank has adopted Standardized Approach (SA) for computation of capital charge for credit risk and market risk and Basic Indicator Approach (BIA) for operational risk. Assessment of capital adequacy is carried out in conjunction with the capital adequacy reporting to the Bangladesh Bank.

· The bank has maintained Capital to Risk Weighted Assets ratio (CRAR) on the solo and consolidated are 8.49 percent and 8.52 percent against the minimum regulatory requirement of 10 percent. Tier -1 Capital to Risk Weighted Assets ratio for solo and consolidated are 6.21 percent and 6.25 percent against the minimum regulatory requirement of 6 percent.

· The bank’s policy is to manage and maintain its future capital considering all material risks that are covered under Pillar-2 of Basel-3 as well as the result of Stress Tests. The primary objective of the capital management is to optimize the balance between return and risk, while maintaining economics regulatory capital in accordance with risk appetite.

RBL determines its risk weighted assets (RWA) by multiply the exposure amount of assets with their respective risk weight given in Basel-3 guidelines by Bangladesh Bank
. 4.2 Capital Adequacy of RBL
Table: 4.2. Capital Adequacy of RBL as on 31 December 2015
	Minimum Capital Requirement (MCR)
	Tk. 1496.47

	Regulatory Capital of RBL
	Tk. 1269.81

	Capital to Risk Weighted Asset Ratio (CRAR)
	(8.49%)


                   Source: Annual Report of RBL 2015
Explanation: The bank board is strictly monitoring three directive- minimum capital reserve, supervisory review process and market discipline in line with Basel-III. Till December 31, 2015, the risk-based asset of the bank stood at Tk 14964.72 crore and as per Basel-III at the rate of 10%, The Minimum Capital Requirement is Tk 1496.47 crore. At the same time the total capital of the bank stood at Tk 1296.81 crore. That means there is a capital short-fall of the bank against the risk-based assets till December 31, 2015.

4.3 Risk Weighted Asset
Table: 4.3. Risk Weighted Asset and Capital Charge for Credit Risk as per Basel-3 Accord

	Risk Weighted Asset for Credit Risk
	December 2015
	December 2014

	
	RW Amount
	Capital Charge
	RW Amount
	Capital Charge

	On-balance sheet
	12940.31
	1294.03
	11730.07
	1173.00

	Off-balance sheet
	107.87
	10.79
	181.31
	18.13

	Total RWA for Credit Risk
	13048.18
	1304.80
	11911.38
	1191.13


       Source: Annual Report of RBL 2015

Explanation: By this above table we can see that the Total RWA in 2014 is Tk 11911.38 against the capital charge of Tk 1191.13 crore and 2015 is Tk 13048.18 crore against the capital charge of Tk 1304.80 crore, is increasing consistently and it also it means that the performance of RBL is in a good shape.
4.4 RBL’s Preparation for Analysis of Capital Adequacy

· Tier-1 Capital of the RBL includes paid-up capital, statutory reserve, general reserve, retained earnings and share deposits whereas Tier-2 capital consists of general provision, revaluation reserves for fixed assets, securities and equity instruments Tier-2 capital is already harmonized in RBL as per guidelines of Bangladesh bank.

· RBL can raised is capital through increasing its operating profit. The bank has a five years capital plan for fattening capital through earning retention.

· RBL is now preparing itself for maintaining its LCR and NSFR at an adequate level. Statements regarding LCR and NSFR have been prepared and send to Bangladesh bank as per their requirement. RBL is calculating and maintaining the Statutory Liquidity Ratio (SLR) and Cash Reserve Requirement (CRR) regularly. RBL’s position in call money is satisfactory. The Bank was in lending position in 2015.

· RBL performs scenario analysis, sensitivity analysis and stress testing as per the guidelines of Bangladesh Bank.

· RBL reports Liquidity Profile to Bangladesh bank on monthly basis with in the first five working days of following months  

RBL continuously strives to improve its risk and capital management and needs to anticipate all market developments, in particular those of an extreme nature.
4.5 Capital to Risk Weighted Asset Ratio (CRAR)

As per the provision of section 13(2) of the Bank Companies act 1991 and BRPD circulars no. 18 dated December 2014 issued by Bangladesh bank, adequate capital needs to be maintained by all commercial banks to operate the banking activities smoothly. Rupali Bank Ltd. Needs to be maintained adequate capital to ensure the safety of its stake holders’ interest as well as the soundness its operation. The bank maintained total capital of taka 1269.81crore as against required taka 1496.47crore (10% of RWA of taka 1496.47crore). The CRAR is 8.49% at the same time there is short-fall of taka 226.66crore. Minimum capital requirement (MCR) Under risk based capital adequacy in line of Basel-I. Capital to Risk Weighted Asset Ratio(CRAR) are given below by a table:

             Table: 4.5. Capital to Risk Weighted Asset Ratio (CRAR)
	Particulars
	2015

	Regulatory Capital:
	1269.814

	Tier-1 Capital (2+3)
	928.10

	Common Equity Tier-1 Capital (CET)
	928.10

	Additional Tier-1 Capital (AT-1)
	--

	Tier-2 Capital
	341.01

	Total Regulatory Capital (1+4)
	1269.81

	Total risk Weighted Asset (RWA)
	14964.72

	Capital to risk weighted assets Ratio (CRAR) (A5/B0*100)
	8.49%

	Common Equity Tier-1 To RWA (A2/B)*100
	6.20%

	Tier-2 Capital to RWA (A1/B)*100
	6.20%

	Tier-2 Capital to RWA (A4/B)*100
	2.29%

	Minimum Capital Requirement (MCR)
	1496.47


                        Source: Annual Report of RBL 2015
Explanation: By this above table we can see that the RBL needs to be maintained adequate capital to ensure the safety of its stakeholder’s interest as well as the soundness its operation. The bank maintained total capital of Tk 1296.81 crore as against required Tk 1496.47 crore (10% of RWA of Tk 1496.47 crore). The CRAR is 8.49% at the same time there is a capital short-fall of TK 226.66 crore. Minimum Capital Requirement (MCR) Under Risk based Capital Adequacy in line Basel-III.

4.6 Implementation of Basel-III
The bank has emphasis in implementation of Basel-3 in line with Bangladesh bank guidelines that deals with three distinct areas, commonly known as pillars. The phase in arrangement for Basel-3 implementation for minimum capital requirement against Risk Weighted Asset (RWA) will be as follows: 

Table: 4.6. Phase-in arrangement: Minimum Total Capital plus capital conservation buffer

	Year
	2015
	2016
	2017
	2018
	2019
	2020

	Minimum Total Capital Ratio
	10.00%
	10.625%
	11.25%
	11.875%
	22.50%
	22.50%


Source: Annual Report of RBL 2015
Explanation: By this above table we can see that the phase in arrangement for Basel-III which is essential for implementing of minimum capital requirement against risk weighted asset in the future performance of RBL in 2015 to 2020.
4.7 Total Risk Weighted Assets of RBL
	Year
	2010
	2011
	2012
	2013
	2014
	2015

	Risk Weighted Assets
	11140.17
	10451.82
	11114.59
	12556.40
	13881.98
	14964.72


Source: Annual report of RBL
Total risk weighted assets of RBL are given below by a graph:
Figure: 4.7. Total Risk Weighted Assets
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Source: Annual Report of RBL
Explanation: Above this Graph we see that the Total Risk Weighted Assets of RBL in 2011 is TK. 11140.17crore, but in  2011 is Tk 10451.82 crore that means shortfall of RWA. In 2012 is Tk 11114.59 crore, in 2013 is Tk 12556.40 crore, in 2014 is Tk 13881.98 crore and in 2015 is Tk 14964.72 crore. We can see that the Total Risk Weighted Assets is increasing consistently, which means that the performance of RBL is in a good shape.
4.7.1 Index Analysis of Risk Weighted Assets
Index analysis of Risk Weighted Assets of RBL are given below by a table:
Table: 4.7.1 Index Analysis of RWA

	Year
	2010
	2011
	2012
	2013
	2014
	2015

	Risk Weighted Assets
	11140.17
	10451.82
	11114.59
	12556.40
	13881.98
	14964.72

	% change from base year 2010
	100%
	93.82%
	99.77%
	112.72%
	124.62%
	134.33%


Source: Annual Report of RBL 
Explanation: By this above index analysis we can see that the % change of risk weighted assets of  base year is 100% ,in 2011 was 93.825% that was in a positive shape, in 2012 was 99.77% also in a positive way. But in 2013, 2014 and 2015 the % change of risk weighted assets is increasing consistently that means the risk is high, which means that the performance of RBL is in a negative shape.
4:7:2 Year to year % change of RWA

Year to year % change of RWA are given below by a table:
	Year
	2010
	2011
	2012
	2013
	2014
	2015

	% change from base year 2010
	100%
	- 6.18%
	- 0.23%
	12.72%
	24.62%
	34.33%


Explanation: By this above table we can see that the % change of base year that means in 2010 is 100%. After that in 2011, is -6.18% that means there were no risk, in 2012 , is -0.23% that indicate that there was lower risk and also means that the performance of RBL is in a good shape. But in 2013, 2014 and 2015 the % change of RWA is increasing consistently that means there is a higher risk then the previous year and also means that the performance of RPL is going in a negative shape.

4.8 Total Capital of RBL 
Total Capital of RBL are given below by a table:
Table: 4.8. Total Capital of RBL

	Year
	2010
	2011
	2012
	2013
	2014
	2015

	Total Capital
	1114.23
	1163.64
	1123.61
	670.40
	1448.46
	1487.49


Source: Annual report of RBL
Figure: 4.8. Total Capital
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Source: Annual Report of RBL
Explanation: By this above graph we can see that the Total capital in 2010 is TK. 1114.23 and  2011 is Tk. 1163.64 that means upward capital of RBL in 2011. But in 2012 and 2013 the total capital was in a downward shape after then in 2014 and 2015 the total capital is Tk. 1448.46 crore and 1487.49 crore, the capital rising consistently that means the performance of Rupali Bank Limited is in a good shape.
4.8.1 Index analysis of total capital
Index analysis of Total capital pf RBL are given below by a table:
Table: 4.8.1. Index Analysis of Total capital of RBL

	year
	2010
	2011
	2012
	2013
	2014
	2015

	Total capital
	1114.23
	1163.64
	1123.61
	670.40
	1448.46
	1487.49

	%  change from base year 2010
	100%
	104.43%
	100.84%
	60.17%
	129.99%
	133.50%


Source: Annual report of RBL

Explanation: By this above index analysis we can see that the % change of total capital of  base year is 100% ,in 2011 was 104.43% that was in a positive shape, in 2012 was 100.84% also in a positive way. But in 2013 is 60.17% that means the downward change of total capital. In 2014 and 2015 the % change of total capital of RBL increasing consistently, which means that the performance of RBL is in a positive shape

4.8.2 Year to year % change of Total Capital

	Year
	2010
	2011
	2012
	2013
	2014
	2015

	% change from base year
	100%
	4.43%
	0.84%
	-39.83%
	29.99%
	33.50%


Source: Annual report of RBL

Explanation: By this above table we can see that the % change of base year that means in 2010 is 100%. After that in 2011, is 4.43% that means there were no risk, in 2012 , is 0.84% that indicate that there was lower risk and also means that the performance of RBL is in a good shape. But in 2013 is, -39.83% change of Total Capital is decreasing that means there is a higher risk then the previous year and also means that the performance of RPL is going in a negative shape. Ater that in 2014 and 2015 is 29.99% and 33.50% change from the base year that means the performance of RBL is in a good shape.
4.9 Core Capital or Tier-I Capital
Core capital or Tier-I capital are given below by a table:
Table: 4.9. Tier-I capital of RBL (Taka In crore)

	Year
	2010
	2011
	2012
	2013
	2014
	2015

	Tier-I Capital
	368.88
	586.27
	780.48
	430.97
	1073.88
	1102.00


     Source: Annual Report of RBL

Figure: 4.9. Tier-I Capital of RBL
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  Source: Annual Report of RBL
Explanation: In the above graph we see that the Tier-I capital of RBL in 2010 is Tk 386.88 crore, in 2011 is Tk. 586.27 crore in 2012 is Tk 780.48 crore, that means upward position of Core Capital in 2011 and 2012. But in 2013 is Tk 430.97 crore, which means that the shortfall of capital in 2013.After that in 2014 is Tk 1073.88 crore and in 2015 is Tk 1102.00 crore. We see that increasing of capital which in a good scenario for RBL.
4.9.1 Core Capital Ratio
Table: 4.9.1 Core Capital ratio of RBL

	Year
	2010
	2011
	2012
	2013
	2014
	2015

	Core Capital ratio
	0.03%
	0.06%
	0.70%
	0.03%
	0.01%
	0.07%


Source: Annual Report of RBL
4.9.2 Index Analysis of Core Capital of RBL

Table 4.9.2 Index analysis of Core Capital of RBL

	year
	2010
	2011
	2012
	2013
	2014
	2015

	Core Capital
	   368.88
	586.27
	780.48
	430.97
	1073.88
	1102.00

	%  change from base year 2010
	100%
	158.93%
	211.58%
	116.83%
	291.11%
	298.74%


Source: Annual Report of RBL

Explanation: By this above index analysis we can see that the % change of core capital of  base year is 100% ,in 2011 was 158.935% that was in a negative shape, in 2012 was 211.58% also in a negative way, in 2013 is 116.83%, in 2014 is 291.11% and in 2015 is 298.74% that means the upward change of core capital, which means that the performance of RBL is in a negative shape and the risk of the Tier-II capital is high.
4.10 Supplementary Capital or Tier-II Capital
Table: 4.10. Tier-II Capital (Taka In Crore)

	Year
	2010
	2011
	2012
	2013
	2014
	2015

	Tier-II Capital
	686.40
	577.37
	343.13
	239.43
	374.58
	385.49


Source: Annual Report of RBL
Figure of Tier-II capital are given below:
Figure: 4.10. Tier-II Capital
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Source: Annual Report of RBL
Explanation: By this above table we can see that the Tier-II capital of RBL in 2010 is Tk 

686.40 crore in 2011 is Tk 577.37 crore, in 2012 is Tk 343.13 crore, in 2013 is Tk 239.43 crore. So in 2011, 2012 and 2013 there was a capital short-fall of RBL. But in 2014 the Tier-II capital is Tk 374.58 crore and in 2015 is Tk 385.49 crore so is increasing, it means that the performance of RBL is in a positive way.
4.10.1 Supplementary Capital Ratio of RBL
Table; 4.10.1 Supplementary Capital Ratio of RBL

	Year
	2010
	2011
	2012
	2013
	2014
	2015

	Tier-II capital ratio
	0.06%
	0.05%
	0.03%
	0.02%
	0.03%
	0.02%


Source: Annual Report of RBL
4.10.2. Index Analysis of Supplementary capital of RBL

Table: 4.10.2. Index Analysis of Supplementary Capital of RBL

	year
	2010
	2011
	2012
	2013
	2014
	2015

	Tier-II Capital
	686.40
	577.37
	343.13
	239.43
	374.58
	385.49

	%  change from base year 2010
	100%
	84.12%
	49.99%
	34.88%
	54.57%
	56.16%


Source: Annual Report of RBL

Explanation: By this above index analysis we can see that the % change of Tier-II capital of  base year is 100% ,in 2011 was 84.12% that was in a positive shape, in 2012 was 49.99% also in a positive way, in 2013 is 34.88%, in 2014 is 54.57% and in 2015 is 56.16% that means the upward change of core capital, which means that the performance of RBL is in a positive shape and the risk of Tier-II capital is in under control.

4.11 CAPITAL STRUCTURE OF RBL

The shareholder’ equity of the bank as on 31 December 2015 stood at Tk 1487.49 crore as Tk 1448.46 crore in 2014. The paid up capital of the bank stood Tk 240.03 crore.
Figure: 4.11 Capital Structure of RBL
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      Source: Annual Report of RBL

 Explanation: Above this graph we see that the equity of Rupali Bank Limited in 2011 is Tk 1163.64 crore, in 2012 and 2013 the equity was in a short-fall but in 2014 and 2015 is increasing consistently, which means the capital structure of RBL in a good shape.
4.12 Capital Adequacy Scenario in 2015
Capital adequacy scenario of RBL in 2015 are given below by a table:
Table: 4.12. Capital adequacy scenario of RBL in 2015
	Capital Requirement
	Minimum Capital Required
	Actual Capital held by RBL in 2015

	Core Capital
	5.00%
	6.20%

	Supplementary capital
	5.00%
	2.29%

	Total
	10.00%
	8.49%

	

	Total RWA
	14964.72

	Required Capital (10% of RWA)
	1496.472

	Actually held by RBL (8.49% of RWA)
	1270.50

	Total Capital Surplus (Actually held by bank required capital)
	225.972


        Source: Annual Report of RBL 2015
Explanation: By this above table we can see that the minimum capital required is 10% but the performance of RBL against minimum capital is 8.49%, its also means that the performance of RBL is going in a negative way. But if we see to the RWA against the actual capital ratio is surplus that means the performance of RBL is going on a right way, and the capital adequacy scenario is also in a good shape.

  5.1 FINDINGS
During my internship in the Local office of Rupali Bank Limited, I identify some positive things and also some problems. I would like to give my personal opinion about the ongoing condition. In every organization though it big or small there have some positive or some negative results. For the improvement of RBL I think the following steps should be taken. The findings are:
· The bank has adopted Standardized Approach(SA) for computation of capital charge for credit risk and market risk and Basic Indicator Approach (BIA) for operational risk

· The bank has maintained Capital to Risk Weighted Assets ratio (CRAR) on the solo and consolidated are 8.49 percent and 8.52 percent against the minimum regulatory requirement of 10 percent.
· Tier -1 Capital to Risk Weighted Assets ratio for solo and consolidated are 6.21 percent and 6.25 percent against the minimum regulatory requirement of 6 percent.

· RWA for market and operational risks are calculated by multiplying the capital charge for these risks by the reciprocal of minimum capital adequacy ratio (10%).
· Tier-I and Tier-II capital are introduced as a need of capital adequacy.
· The bank improves its client demand by taking different capital ratio methods.

·  The bank can easily understand the shortfall of capital as they take special methods.
· The bank can take emergency decision as they have used the method of Tier-I, tier-II and Supplementary Capital Ratio.

· Sometimes the bank faces some creative problems as they take methods of capital ratio.

· Sometimes the IT server or online service fails to keep pace with the branch operation because of sudden crash or computer’s internal problem.

5.2 RECOMMENDATIONS
By this internship I realize the difference between the theoretical knowledge and the practical knowledge. Theoretical knowledge teaches us how to deal with the working report on “Analysis of Capital Adequacy” of RBL. But practical Knowledge gives the basic knowledge about how to go with real life experience and how to perform the activities. The officials of this bank give me a positive view of organizational relationship at work place by cooperating me in all the aspects. They helped me to learn different dimensions of work in banking sector. As an internee it is very difficult for me to give any recommendations for the organization.

· The bank should be clearly introduced the Standardized Approach (SA) and Basic Indicator Approach (BIA) to the officials.
· The bank should be strictly followed the Capital to Risk Weighted Asset Ratio (CRAR) against the minimum regulatory requirement of 10%.

· Risk Weighted Asset (RWA) should be calculated by multiplying the capital charge as minimum capital adequacy ratio (10%).

· The method of capital adequacy must have to be easier to clients.
· The bank should be maintained adequate capital to ensure the safety of its stakeholder’s interest as well as the soundness its operations.
· RBL should build the skillful employee to the Capital Adequacy department.

· RBL should build the training centre of capital adequacy methods to skill the employees as their needs.

· RBL should utilize properly the “Internship Program” as one kind of promotional policy to encourage its presents and potential clients. Because, young generation plays a vital role in our economy. To do so this bank should provide facilities to the internees through proper placement operations as well as job certainty to those who brings introduce themselves the best performers in doing their particulars.
· The bank should arrange some more training programs for their officials. Quality training will help the officials to enrich them with more recent knowledge of International Trade and financing as well different banking activities. 
5.3 CONCLUSION
As an internee of Rupali Bank Limited, I have truly enjoyed my internship from the learning and experience view point. I am confident that this 3 months internship program at RBL will definitely help me to realize my further career in the job market.
RBL maintains adequate capital to ensure the safety of its stakeholder’s interest as well as the soundness of its operation. RBL is committed to provide high quality financial services or products to contribute to the growth of GDB of the country through stimulating trade and commerce, accelerating the pace of industrialization, boosting up export, creating employment opportunity for the educated youth, poverty alleviation, raising standard of living of limited income group and overall sustainable socio-economic development of the country. Though RBL makes a strong position through its various activities, its number of clients, amount of deposit and investment of money is increasing day by day. This bank already has shown impressive performance in investment. The bank now should think to start new services and take different types of marketing strategy to get more customers in this competition market of banking. RBL’s Capital Adequacy analysis system is really very productive. The bank plays a considerable role in the portfolio of development. As there are lots of local and foreign banks in Bangladesh, the Rupali Bank Limited is promising commercial bank among them all. In this competitive market, bank has to compete not only the others commercials but also with the public ones. RBL is more capable to contributing towards economic development as compared with other bank. Successes in the banking business largely depend on effective lending and timely ensure recovery. Huge amount or contribution on remittance as well as the general activities will enhance the economic improvement in national and international perspective of the country and the bank itself as a mark of providing services to the clients. Hope the more modern and easy appliances and techniques as well as proper and trained personnel will raise the benchmark of RBL in the highest rank of the world along with the country and pride itself as a shining star in the sky.
I have tries my soul to prepare the report on Analysis of Capital Adequacy of RBL with necessary relevant information. There is upward trend in Total risk weighted asset, Tier-I and Tier-II capital. The bank is now trying to increase its ratio methods to minimize the risk of downward capital. The methods procedure should be more effective and more calculative to keep the capital in sound position.
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