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NOTICE & DISCLAIMER

National Bank Limited hereinafter referred as the “Bank” or the “NBL” or the “Issuer”) has authorized
UCB Investment Limited & Prime Bank Investment Limited (hereinafter referred as “UCBIL” & “PBIL” or
the “Joint Arrangers” to distribute this Information Memorandum (IM) in connection with the
proposed transaction outlined in it (the “Transaction”) and the bonds proposed to be issued in the
Transaction (the “Bonds”).

This Information Memorandum is provided to prospective investors on a private and confidential basis
for use solely in connection with the issue, offer, sale or invitation to subscribe or purchase the
Subordinated Bonds. This Information Memorandum shall not be, in whole or in part, reproduced or
used for any other purpose without prior written consent of the Arranger.

The Issuer has prepared this information memorandum and is solely responsible for its contents. The
issuer will comply with all rules, laws and regulations and is responsible for obtaining all regulatory,
governmental and corporate approvals for the issuance of the Bonds. The Issuer, having made all
reasonahle inquiries, confirms that this Information Memorandum contains all the information with
respect to itself and the Bonds to be issued by it, which is material in the context of the Bonds; that the
information contained in this Information Memorandum is true and accurate in all material respects
and is not misleading; that the opinions and intentions expressed in this Information Memorandum are
honestly held and that there are no other facts the omission of which would make any of such
information or the expression of any such opinions or intentions misleading. The Issuer accepts
responsibility accordingly.

The Arrangers has relied on the information provided by the Issuer and such information has not been
independently verified by the Arranger. No representation or warranty, expressed or implied, is or will
be made, and no responsibility or liability is or will be accepted, by the Arranger or any affiliate of the
Arranger for the accuracy, completeness, reliability, correctness or fairness of this Information
Memorandum or any of the information or opinions contained therein, and the Arranger hereby
expressly disclaim, to the fullest extent permitted by law, any responsibility for the contents of this
Information Memorandum and any liability, whether arising in tort or contract or otherwise, relating to
or resulting from this Information Memorandum or any information or errors contained therein or any
omissions therefore. By accepting this Information Memorandum, investors agree that the Arranger
will not have any such liability.

Neither this Information Memorandum nor any other information supplied in connection with the Issue
is intended to provide the complete basis of any credit or other evaluation, nor should it be considered
as a recommendation by the Arranger to the Issue that any recipient of this Information Memorandum
(or any other information supplied in connection with the Issue) should purchase or subscribe for any
Bonds. Each investor contemplating purchasing or subscribing for a Bond should make their own
independent investigation of the financial condition and affairs, and their own appraisal of the
creditworthiness of the Issuer. Investors are advised not to construe the contents of this Information
Memorandum as investment, legal, accounting, regulatory or tax advice. Investors are also advised to
consult with their own advisors as to all legal, accounting, regulatory, tax, financial and related matters,
concerning an investment in the Bonds.

INVESTORS SHOULD RELY ON THEIR OWN EVALUATION TO ASSESS THE MERITS AND RISKS OF THE
INVESTMENT. IT IS RECOMMENDED THAT PROSPECTIVE INVESTORS CONSULT THEIR FINANCIAL, LEGAL
AND OTHER ADVISERS BEFORE PURCHASING OR ACQUIRING OR INVESTING IN THE SUBORDINATED

BONDS.
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ISSUER’S DISCLAIMER

ALL THE FEATURES OF 3™ NBL SUBORDINATED BOND ARE DRAFT ONLY AND FINALIZATION OF THESE
FEATURES ARE SUBIJECT TO THE APPROVALS OF COMPETENT REGULATORS. THESE FEATURES MAY BE
MODIFIED AS PER THE DIRECTIONS OF BANGLADESH BANK AND BANGLADESH SECURITIES AND
EXCHANGE COMMISSION OR ANY OTHER COMPETENT REGULATORS.
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SECTION 1: REPORT TO THE ELIGIBLE INVESTOR

By investing in the Bonds, you are hereby deemed to have acknowledged, represented and warranted
to, and agree (as the case may be) for the benefit of the Arranger, as set out below:

High risk: You are fully aware that investment in the Bonds involves a high degree of risk.

Consultation with advisers: You have (i) consulted with your own legal, regulatory, tax, business,
investment, financial and accounting advisers in connection herewith to the extent you have deemed
necessary, (ii) collected and reviewed all information that you or your advisers believe is necessary or
appropriate in connection with the purchase of the Bonds, and (iii) made your own investment
decisions based upon your own judgment, due diligence and advice from such advisers as you have
deemed necessary and not upon any view expressed by or on behalf of the Arranger.

No reliance: You acknowledge and agree that you may not rely on any investigation that the Arranger
or any of its affiliates or any person acting on their behalf may have conducted with respect to the
Issuer or any of their affiliates, and neither the Arranger nor its affiliates, employees, officers, directors,
legal advisers or representatives have made any representation to you, express or implied, with respect
to your investment in the Bonds.

Informed decision: You are in possession of all the information that you believe is necessary or
appropriate in order to make an informed decision regarding your purchase of the Bonds, including
without limitation, adequate information concerning the Issuer’s business, financial condition, results
of operations and prospects.

Knowledge and experience: You have such knowledge and experience in financial, business and
international investment matters that you are capable of evaluating the merits and risks of purchasing
the Bonds and are aware that you may be required to bear, and are able to bear, all risks including
economic risk of an investment in the Bonds. '

Information of the Company: You acknowledge that the information provided to you with regard to
the Issuer and the Bonds in this Information Memorandum has been supplied to you by the Arranger
only on behalf of the Issuer and that neither the Arranger nor any of its affiliates, employees, officers,
directors, legal advisers or representatives has verified such information or makes any representation
or warranty as to its accuracy or completeness.

Review of Information Memorandum: You have reviewed this Information Memorandum in its
entirety, including the risks associated with investment in the Bonds, and you understand and
acknowledge all of the risks described herein. By investing in the Bonds, you have determined that:

i.  the Bonds are a suitable investment for you and your investment in the Bonds does not and will
not, when consummated, violate any investment or other guidelines, policies or restrictions
(corporate or otherwise), or any law, rule, regulation or order applicable to you; and

ii. you have obtained all approvals and consents (whether internal or external) and have
made all notifications necessary for you to invest in the Bonds as contemplated; and you

~ 8
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can bear the economic risk of the investment and are able to sustain a complete loss in
connection with your investment.

Own account: You are purchasing the Bonds for your own account and not with a view to any
distribution thereof.

No representation or warranty: The Arranger has not made, and you have not relied upon any
representation, warranty or condition (express and/or implied), and the Arranger shall not owe
any duty whatsoever to you in connection with the Bonds.

No obligation to purchase: The Arranger shall have no obligation to purchase or acquire all or
any part of the Bonds purchased by you or to support losses, if any, directly or indirectly
sustained or incurred by you for any reason whatsoever in connection with the Bonds, including
the non-performance by the issuance, whether to you or otherwise.

ko
~
Krishna Kamal Ghose, FCAW—J ’ /@gﬂk
EVP& CFO d. Kaiser Rashid

M MD. ;
Financial Administration Division  Senior Vice President MANA%?&N:)?QD HUSAIN K M Rasidul Hasan
National Bank Limied Head Office  _Company Secrefeny NATIONAL BA';?CTOR Chief Executive Officer
WL, Kagy Nazeol bblom Avense, Dhaka. o050 0 D HEAD OFFICE DKHf‘ mTED First Sacarty Islami Capitl 8 Investmant Limied
c Mn9 tIAN 17 10 1)
10 JAN T3 1y JAN 23 10 IAN 073 JAN W13



Q' National Bank Limltﬂd Draft Information Memorandum of National Bank Limited
gy ¥ A Bank for Performance with Potential Subordinated Bond of BDT 5,000 Million

SECTION 2:  RISK FACTORS AND MANAGEMENT PERCEPTION ABOUT RISK

An investment in capital market involves a high degree of risk. The Bank is operating in an industry
involving both external and internal risk factors having direct as well as indirect effects on the
investments made by the investors. Potential investors of National Bank Limited Subordinated Bond
are strongly encouraged to carefully evaluate all the information in this Information Memorandum,
especially the risk factors both internal and external on their own merit and not by referent to any
other debt securities whether of a comparable nature or otherwise before making any investment
decision.

This section addresses the possible risks an investor might have to bear by investing in the bonds and
each risk factor is followed by management’s perception regarding the risk. If any of the risks described
below materialize, it could have a serious impact on the Issuer’s financial results, and the ability of the
Issuer to fulfill its obligations under the Bonds to be issued. However, the list of risk factors is not
meant to be a comprehensive description of all risks which may be relevant to a decision to invest in
the Bonds. The sequence in which the risks below are listed is not intended to be indicative of any
order of priority or of the extent of their consequences.

2.1 Interest Rate Risk

The banking book consists of assets and liabilities contracted basically on account of relationship or
for steady income and statutory obligations and are generally held till maturity/payment by
counter party. The earnings or changes in the economic value are the main focus in banking book.
Interest rate risk is the risk that a bank will experience deterioration in its financial position as interest
rates move over time. Interest rate risk in the banking book arises from a bank’s core banking activities.

Management Perception

The Bank uses Duration Gap Analysis (DGA) for deriving value of capital requirement for interest rate
risk. The Bank ensures that interest rate risk is not included within the market risk. The Bank has
calculated the rate sensitive assets and liabilities with maturity up to 12 months’ bucket and applied
the sensitivity analysis to measure the level of interest rate shock on its capital adequacy.

2.2 Foreign Exchange Rate Risk
Exchange rate risk is defined as the potential change in earnings due to change in foreign exchange
rates. Exchange rate fluctuation may reduce the profitability of the bank because its trade

commitments from various sources of foreign exchange like export proceeds and remittances.

Management’s perception

Treasury Department conducts the Foreign Exchange Deals for the Bank as per Bangladesh Bank (BB)
guideline and their own policies. Treasury Mid Office is responsible to monitor all related limits of
Treasury and limits of its respective counterparties independently. In addition to Mid Office job is to
ensure compliance, manage and escalate overall Risk issues of Treasury as and when required. Treasury
Back Office is responsible for verification of all deals executed by Treasury, settling payments and
passing of entries in the books of account. Back Office is also ensuring revaluation in the Core Banking
at Mark-to-Market rate basis as determined by BB on daily basis, submitting Foreign Exchange Position
report as per BB guideline daily, reconciling/reporting all NOSTRO accounts with its book of entries and
subn:nitting all related reports to Bangladesh Bank.
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2.3 Non-repayment Risk

It arises mainly from lending, trade finance, settlement and other financial transactions. This can be
described as potential loss arising from the failure of a counter party to perform as per contractual
agreement with the Bank. The failure may result from unwillingness of the counterparty or decline in
his/her financial condition.

Management’s perception

Potential credit losses from any given account, customer or portfolio are mitigated using a range of
tools such as collateral, netting agreements, insurance, and other guarantees. The reliance that can be
placed on these mitigates is carefully assessed in light of issues such as legal certainty and
enforceability, market valuation correlation and counterparty risk of the guarantor. Risk mitigation
policies determine the eligibility of collateral types. Collateral types which are eligible for risk mitigation
include; cash, residential, commercial and industrial property; fixed assets such as motor vehicles, plant
and machinery, marketable securities, commaodities, bank guarantees, and letters of credit. Collateral is
valued in accordance with our Methodology for Valuation of Security/Collateral Assets, which
prescribes the frequency of valuation for different collateral types, based on the level of price volatility
of each type of collateral. Collateral held against impaired loans is maintained at fair value.

2.4 Prepayment, Call or Refunding Risk
Prepayment, call or refunding risks are the risks associated with the principal amount of a bond.

Management’s Perception

This bond is subordinated in nature. The bond is redeemable as per Repayment Schedule as depicted in
features (5.1) section.

2.5 Security Risk
Security is the specific revenue sources or assets pledged by an issuer to the bondholder to secure
repayment of the bond. Therefore, security risk is all about the process of recovering the investment by
the bond holder by utilizing the charge against the collateral securities in case of Issuer’s inability to

repay the face value of the bond(s).

Management’s Perception

3 NBL Subordinated Bond is an unsecured bond. Specific revenue sources or assets are not being
pledged against the issuance of the bonds. Investors will have the right on the NBL's cash flow to get
repaid but rank of a bond holder is below than other loans (or securities) with regard to claims on
assets or earnings.

2.6 Liquidity Risk

Liquidity risk is the risk to the bank's earnings and capital arising from its inability to timely meet
obligations. Liquidity risk primarily arises due to the maturity mismatch associated with assets and
liabilities of the bank. Although liquidity risk dynamics vary according to a bank's funding market,
balance sheet, and inter-corporate structure, the most common signs of possible liquidity problems

s
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include rising funding costs, a rating downgrade, decreases in credit lines, or reductions in the
availability of long-term funding.

Management’s Perception

National Bank Limited maintains diversified and stable funding base comprising of core retail, corporate
and institutional deposits to manage liquidity risk. The prime responsibility of the liquidity risk
management of the Bank lies with Treasury Division under the supervision of ALCO, which maintains
liquidity based on current liquidity position, anticipated future funding requirement, sources of fund,
options for reducing funding needs, present and anticipated asset quality, present and future earning
capacity, present and planned capital position etc. The intensity and sophistication of liquidity risk
management process depend on the nature, size and complexity of a bank's activities. Sound liquidity
risk management employed in measuring, monitoring and controlling liquidity risk is critical to the
viability of the bank. The Asset Liability Committee (ALCO), which meets at least once in a month, is
responsible for managing and controlling liquidity of the Bank. Treasury front office closely monitors
and controls liquidity requirements on daily basis by appropriate coordination of funding activities and
they are primarily responsible for management of liquidity in the Bank. A monthly projection of fund
flows is reviewed in ALCO meeting regularly.

2.7 Management Risk

Management risk refers to the chance that bank managers’ inefficiency or under performance which
will finally affect the shareholders. The bondholders may suffer financial losses in such an event.

Management’s Perception

The Bank has well established management structure with diverse knowledge, skills, experience and
expertise in core area of banking operation in its bid to attain optimal utilization of available resources.
The bank has also a well proven track record of having strong and effective leadership which already
has shown an effect on the Bank’s financial performances.

2.8 Operational Risk

Operational Risk is the risk of loss resulting from inadequate or failed internal processes, people and
systems or from external events. Operational risk may also arise from error and fraud due to lack of
internal control and compliance across the bank.

Management’s Perception

Operational Risk is inherent in every business organization and covers a wide spectrum of issues. In
order to mitigate this, internal control and internal audit systems are used as the primary means.
National Bank Limited manages this risk through a control based environment in which processes are
documented, authorization is independent and transactions are reconciled and monitored. This is
supported by an independent program of periodic reviews undertaken by internal audit, and by
monitoring external operational risk events, which ensure that the bank stays in line with industry best
practice and takes account of lessons learned from publicized operational failures within the financial
services industry. National Bank Limited has operational risk management process which explains how
the bank manages its operational risk by identifying, assessing, monitoring, controlling and mitigating
the risk, rectifying operational risk events, and implementing any additional procedures required for
compliance with Bangladesh Bank’s requirements. Operational risk management responsibility is
assigned to different level of management within the business opegatier, Information systems are used
12
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