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ith democranc influences asserting them-

selves, social fAlm-production receiving

acclaim in the form of the prestgious

Oscar and judiciary bringing the esmab-
lishment within the line of law, the year 2012 gave Pakistan
much to cherish and remember. Unformunately, however,
the economy was scen to be an underdog at best and failed
to leave any tiumphant imprints on the sands of the now-
previous year. Malala took a buller, and in doing so
breathed life in patriotic unity, ver it was the economy
which bled a licde with no terrorist pressure ar direct
blame.

The sluggish economy was certainly not the item of
priority on a governmental agenda driven by and revolving
around the upcoming elections, as policy inaction emerged
as the order of the day and populist measures were
announced. Budger 2012-2013 remained evasive when it
came to fundamental structural issues  plaguing the
economy such as the raxadon ner, RGST, energy crisis and
the ill-efficient public sector, Meanwhile, the monetary
directives issued by the Regulator continued o reduce the
financing cost of the fiscal deficit as the discount rate was
cumulatvely reduced by 450 basis points over a penod of
16 months, despite an inflated budger deficic of 8.5% of
the GDP depicting excess demand in the economy.

For most part of the year under review, Pakistan
operated in a disinclined external economic environment
and failed ro stike pood relanons with the IMEF and other
international financial insttunons. In FY12, economic
growth was recorded ar a far-from-impressive 3.7% per
annum, while domestc investment was witnessed ar irs
lowese in 60 years, foreign investment plummeted and
domestic saving also experienced a sharp decline. Fiscal
indiscipling, escalating budger deficit and povernment
botrowing to finance the same, has pushed the country
debr o a staggenng 62.60% of the GDP and the energy
conurdrum, ailing public sector and deficient revenue
peneration/ taxaton offer little prospect of relief o the
fiseal and debt horizon,

Inflarion, surprisingly, stood our as a beacon of
CCONOMIC hupr:, A% 1L Was lﬂm.:ud ar 6.9% vear-on-year, and
in doing so, decelerated at a rate that was faster than

projected. Despire this inflatonary respite, and a relaxed
interest rate regime, private sector credit remained subdued
and cononued o resict economic  potentdal, while
government  borrowings  from  the  banking  system
augmented by 26.4% on a year-on-year basis,

As per provisional esamates, GDP growth is expected
to continue in line with its current lackluster tajectory and
close FY13 between 3-4%. External current account,
meanwhile, 15 expected ro close at an improved 1% GDP
due o lower international oil prices and Coalition Support
Fund tranche receipt; these positive developments in the
external arena shall, nonetheless, not be able to prevent
foreign reserves from dwindling further. Debt repayments
to the IMI and the dried-up inflow of foreign investments
have resulted in a decline in foreign exchange reserves of
SBP, with the rupee depreciating by approximately 5% in
2012;

A few weeks into 2013, here is whar hope is for: that
our economy fortifies and restores investor confidence so
that revived foreign capital inflows can provide stabilicy
and strength to our currency; thar the private secror’s credit
demand picks up and rakes the cconomy’s production
capacity and prowth soaring with i thar the government
evokes fiscal frugality by mobilizing financial resources,
broadening the tax net and streamlining expenditure; that
Pakisran finds within itself, that forte for which it doesn’t
need to go w the IMEFs window:

Sirajuddin Aziz
Editor-in-Chief
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Cover Story

BASEL Ill is good to have,
but risk culture and training
will help avert the next
banking crisis

By: Philip Forrest

This year marks the phasing in
of Basel lll, a process that is
expected to be completed by

banks globally during the
next six years.

It is designed to ensure that banks
have sufficient capital, sufficient liquid-
ity, and a sufficiently low level of lever-
age, to withstand economic turmoil,
banking crises, and errors of judgment.

A little background: Basel | [ﬁn}.
named because the deliberations
which led to its release were
Basel, Switzerland) was pub in
1988. It focused primarily on credit risk,
and itrequiredﬂ‘mt banks in participat-

a Journal of The Institure of Bankers Pakistan



ing countries — ultimarely, most of the
global financial system — ser aside
certain minimum  levels of  capital
against their loan portfolios,

Before thar, banks tended o hold as
lietle capital as they could ger away
with. Since the ulomate goal was w
maximize rerurn on equity, it made
APPATCNE Sense (o MINimize couity as 4
proportion of the overall balance
sheer, provided investors didn't come
o view the bank as oo risky.

So Basel 1 was an IMPOCGANt Sep
towards  stronger  capiralization  of
banks. It required that  capieal
(variously defined) equal to cighe

halisnc approach o enrerprise risk™. I
embraced operational risk and marker
risk, as well as a more sensitized
approach to credir risk, A key change
was that corporate and other loans
would have different risk weightings
depending on credit  ratings  and
internal assessments,

Makes sense, provided the ratings
and assessments are sound. ...

To quote The PEconomist (8th
December 2002): Bot the system was
soon gamed. Banks realized that they
could spice up their returns by holding
assets that were safe enough o require
litthe capital, but risky cnough tw

k6 But history tells us very clearly that there will
never be a capital ratio high enough to compensate
for irresponsible or sloppy lending habits.The best
protection against bank failure will always be a
robust credit culture, where everyone takes personal
responsibility for risk and where staff are sufficiently

trained to play their part. 99

percent of risk weighted assets be
available to offset potental  credic
losses.

The problem was thar it was a rather
blunt instrument. For example, all
corporate loans were given the same
weighting, meaning thar the same level
of capital would be applied w a
million dellar loan o an AAMA-rated
company, as o an unrared searrup with
dubious expectations. It didn't mke
long for some banks to realize that
they could maximize ROE by lending
to such stmrtups ar high raes of
inrerest, while foregoing opportuniries
with strongly rated companics who
could borrow at low spreads.

The result: many banks became less
safe — the exact Opposite of the
inrended ourcome,

And so we moved to Basel 11, which
sought to “encompass an integrared,

deliver profits. The obvious pre-crisis
examples were Amercan  subprime
morigages that had been bundled up
and then insured. Because risk models
said thar these would hardly  ever
produce losses, banks were able o
load up on them withour having o set
aside much capiral.

When some banks began to deliber-
arely lend o people they knew could
never meet their obligatons unless
property markets continued to tse, no
regulatory framework was poing o be
strong enough to protect the system.

A prescient remark was made by the
former Chairman of America’s FDIC
back in 2005: T have grave reservations
about the proposed Basel 11 capiral
regime. | believe it carries the porential
o do enormous harm o the Us
banking  system.  I'm particularly
concerned that the models are creared
by people who have never made or

collected a loan, for example by people
like the geniuses who creared Long Term
Credit Management — the hedge fund
that spectacularly crashed in 1998,

So now we move to Basel T Certainly
there are improvements, and the overall
leverage resteaine should help to discour-
age some of the more egregious practices
of the past,

Bur history tells us very clearly rthar
there will never be a capital mdo high
enough to compensate for irresponsible
or sloppy lending habirs. The best protec-
tion against bank failure will always be a
robust credit culture, where everyone
takes personal responsibility for risk and

where staff is sufficiently trained w play
their part.

A swrong credic culture has evolved
when there is informed and professional
credic input at all levels. Smff is held
accountable for the quality of their recom-
mendarions. They view their signature (on
credic memos) as their most important
possession, for which they are personally
responsible.  Empowerment  becomes
possible, within a framework of a clearly
articulated credir policy and various checks
and balances. Relationship managers are
always thinking abour the condition of
their borrowers, ensuring thar the correet
loan grading is applied, and that remedial
measures  are  promprly  mken  when
needed. People mke pride in their credit
skills; an increase in delegated authority s
scen as a vote of confidence that means
mare than most promotions.

All seaff, whether in Credic or Market-
ing, understands thar they share the same

Jowernal of The Instmre of Bankers Pakistan 9
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objectives, They know that bankers don't
get paid for saying “no”, but equally thar
poor credic decisions are sull the greatest
threat to bank profitability or even
survival. Credit and Marketng  work
together constructvely  in the  best
mnterests of the bank.

Staff ar all levels understands thar their
credibility with regard o risk assessment
will have a major influence on their
carcer prospects. Promomions and other
rewards po not just to the strongest
markerers, but also to those with expen-
ence in various aspects of credit and a
history of demonstrating sound judge-
ment,

As with any reference to any culture, it
will exist (or be absent) in the hearts and
minds of the people involved, rather
than through mngible evidence such as
manuals, memos and systems (although
these too are imporent),

None of this should be mken 1o mean
that these banks are unreasonably averse
to risk. Often the banks with the strong-
est credit cultures are also among the
more ageressive rsk-rakers. They can
afford to be, because they understand the
risks they're raking, they know how o

Regulation Q

B

Capital
Arbitage

Basel II-
Internal
Models
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Jourmal of The Insdote of Bankers Pakistan

Savings &
Loans Crisis

mitgate risk and price appropriaely for
it, and they know how to manage a
portfolio of dAsks going forward.

Obviously training is crucial to build-
ing such a credit culrure, 1t would be
pointless o embark on  this mission
withour making the commitment to
provide ongoing credit trning ar all
levels, so that senior and middle manage-
ment as well as Fontline saff and
trainees are all subscribing to the same
principles, and are all speaking a common
language.

Training will cover nor only the assess-
ment of a borrower’s ability to contnue
1o meet obligations, bur also how loans
should be structured, and how  they
should be managed undl repayment
OCCLES,

Credic coaching o needs o be
institunonalised as a core value, such thar
managers are motvated o develop and

&6 Obviously training is
crucial to building such a
credit culture. 99

Risk based
Capital

The Market
risk
adjustments

Basel I

Discussions

Pillar 111- 2007-2009

Crisis

Market based

tweaks

reinforce the knowledge base of their
subordinares. In a strong credit culture,
managers see almost every loan proposal
as a coaching opportunity. They ask the
account managers 1o “tell me in your own
words why this is a good credit, why they
merit a loan from our bank, and why we
should feel confident we'll ger our money
back™,

The Basel Accords have been honest
amempis by good men and women o
develop some sensible safeguards for our
industry. The world 1s better off for their
efforts. Bur no one should think thar the
latest iteration will protecr those banks
that fail o build smrdy credic cultores,
Only strong leadership and management,
buttressed by training, can do that.

“The best safery device is a rear view
mirror with a policeman in ic. IF we are
looking in the rear view mirror and can
see the face of our supervisor, the Basel
Commirtee, the Central Bank, then we
are likely o follow the traffic rules”

CEO, Institute of Bankers, Pakistan
[The Asian Banker Conference, Singa-
pore, 17th March 2005)

Risk Weighted
Assets, Basel |
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COULD DIGITAL
INNOVATION DISRUPT
THE BANKING INDUSTRY?

New technologies are reshaping the financial services environment. And as
CRAIG ATKINSON, Financial Services Director, PwC in Scotland, reports, these
institutions will need to put a clear digital vision in place - and fast.

By: Craig Atkinson

t always struck me that digital bank-
l ing was, on the whaole, the preserve
of the younger generation.
' However, learning that a number of
my more elderly relatives use online
banking, with one even using a smartphone
to check transactions, really opened my
eyes to the digital revolution - and its
coming of age.

According to recent statistics, more than
43 per cent of adults in the UK are now
signed up to online banking with
around 48 million people
regularly accessing their
accounts via their smart-

Delving deeper into the digital revolu-
tion, we carried out research’ to gauge the
level to which people currently use or would
consider using digital banking. The results
were eye-opening. As you might expect, the
vast majority (68 per cent) of Generation Y
(those born in the '80s and '90s) prefer
mobile channels. But more mature respond-
ents weren't that far behind at 40 per cent.
And over 88 per cent of people surveyed -
ranging from Generation Y to Baby Boomers
and mature groups - seem to prefer online
banking to more traditional routes. So the
question facing the industry is: has banking
reached a digital tipping point?

Banks are facing a "perfect storm” as
increasing regulations and cost pressures
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and

informaton. For banks ancial

services, the environment is shifting funda
r faster than

mentally, Customers are mow

sanons i terms of .I|.|ll'|1l1l'.:'_ (AT

technolomes for dav-ro-day services, Clear

winners will emerge, but only those that sc

out a dipttal vision for securing and retan

ingr thelr customers.
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Regulators also have a
“duty of care”

At September’s annual conference of the Wolpertinger Club of university banking
researchers in Valencia, Bangor University's Professor TED GARDENER explored
the latest thinking about the post-crisis corporate governance of banks.

By: Ted Gardener

he financial cnsis thar began in 2007 has prompred
an enormous theoretcal and policy debate about the
post-crisis  “best” future corporare  governance

systems and business models for banks.

\ perfect corporate governance system would provide
managers with the rght incentives to make value-maximising
decisions for owners. It would ensure that cash was paid out o
INVESTOrs "-."-l'll.'['l ||'H,' L‘Iﬁ:['lp:lrl'\ 1% :I!I:!Il:!lllﬁ_' (L4 ;lL'fIL'I'.'lH' |'|-|3l."-'|||'\'|.' net
present value investments. It would provide managers and
employees with fair compensatnon, but would not allow exces

sive managenal and emplovee perks of any kind

This view of corporare governance is consistent with the free
marker model, where investors ulnmately determine the internal
resource allocarion decisions of firms: sharcholders” wealth
maximisation is the dominant corporate objective.

During the pose-1970
“EVER TlGHTER. MORE DETAILED Cri, du:'_',:uLn I1Em movied
REGULATIONS MAY ULTIMATELY global banking systems
BE RISK-PRODUCING AS BANKS along this free market
ATTENPTTOINNOVATE AROUND 15 o
THE RULES” o deflecred this

deregularion policy. The
latest and most severe of these crises has prompted much
re-thinking, but the discipline of the free marker is sdll the

preferred policy contexr in countries like the US and the UK.

In the past ren years or so, corporate governance has become
much more central in the debate on banking structures, strategy
and repuladon. The theory is that, so long as markers arc
provided with sufficient informatdon, they will ulbimarely
discipline and incennvise the required value-maximising behav-

10T

The recent crisis has not interred this standard model in

banking, bur ir has certainly raised some fundamental questons.
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And, in all the post-crisis studies, the
emphasis, not surprisingly, has been on
sk governance. Broadly speaking, two
main schools of thought can be ident-
fied: a sharcholder-dominant approach
(typified by the 2009 UK Walker report),
and a stakcholder-based one {typificd by
the 2010 Basel Commirtee and the EU
approaches).

The debate has also addressed the fact
that banks are different
non-banking firms: all banking systems
rest ulimarely on confidence. So long as
bank depositors remain confident their
bank can repay its deposits on any day,
banks can borrow short and lend longer.
This confidence preservation always has
been the bedrock of fractional reserve
banking,

From

A raft of special banking repulations —
the central bank lender of last resort
function, deposit insurance and “roo big
o fail” regulatory interventions — all
reflect the pracncal importance of this
depositor and market confidence. The
“costs” of these banking-unique regula-
tory interventions (especially high in a
crisis) are borne ulomately by govern-
ment and mxpayers because of banks'
unique importance to economic stability
and growth.

These necessary interventions carry
with them certain privileges and respon-
sibilities that all banks enjoy. They enable
banks o operate with higher levels of
leverage and risk assumption than would
otherwise be possible in a completely
free market, There has to be a price and a
required level of professional responsi-
bility assumed for these economic
responsibilices and privileges.

In devising an effective, post-crisis
system of corporare governance for
banks, 1 believe there are three basic

requirements:

1. The special role and unigque
economic positon of banks must be
recognised,

2. A system is needed that enables the
free market model (dercgulation) to
work effectively and safely in
disciplining the banking system and
allocaring resources most efficienty.

3. The most important “market
failures” associated with medern
banking need to be recognised and
addressed. "Marker failures” here
refer to those regulatory interven-
tions (like the central bank lender of
last resort and “too big w fl™) thar
are atypical of banking and which
necessarily interfere with the work
ings of the free marker.

There are no easy solutions. Banking
history appears to confirm thar ever
more repuladons in key arcas like risk,
capital adequacy and liquidity are not the
complete answer. 5o where does this
lead? First, banks™ special nature means
that the duty of care (so-called “fiduciary
duties” o key stakeholders) is wider for
bank directors. It should encompass
bank depositors, especially retail deposi-
tors who do nor have the expernse (or
incentive, given the implied “backstop™
role of the central bank and government)
to assess banking risks.

In practice, bank directors must be
fully cognisant of any decision that might
impact badly on bank capital adequacy
(solvency risk) and affect its ability to
repay bank depositors.

By iwself, though, this is not enough
because bank repulators are also a key
party in evaluanng and ulimarely derer-
mining capital adequacy. Their key role is

in sertng (at least broadly) the level of
crsis scenario for which bank capital has
ultimately to be adequate. The free
marker 15 not able (or incentivised) ro do
this. Even supervisors, with all the
information they have, cannot precisely
set banks” exact downside risk needs —
but they do have the final word on what
level of bank risk cushioning is adequare,

So, it follows that senior bank supervi-
sors should have fiduciary duties of care
to banks, and especially their customers,
in carrying out rhis impormnt  and
unavoidable task. This leads to a kind of
mipartire  system of bank corporate
povernance. First, it requires fduciary
dutes of bank directors and the senior
management team to bank depositors,
Second, it requires bank supervisors also
to have fiduciary duties o bank deposi-
tors. Together, this system would subject
banks, thirdly, to the sharcholder-based
model of corporate governance, The
latter might work more effectively, reduc-
ing the probability of systemic shocks
and contagion risk.

These are not “easy solutons”,
without  some  challenging  practical
issues. Nor would they guarantee bank
safety and prudence. But they would at
least address the real problem of the
“marker failures” which compromise an
unaided free marker soluton w bank
corporate governance, They would also
surely put a premium on the profession-
alism demanded of supervisors, bank
directors and senior managers,

Refervucer:  Jean  Dersige  (2001),  ‘Bawk  corperate
gorermance Deyend the phbal bamking onivis, INSEAD
Wheking  Paper 2001/ 33/FIN  {Fontainetlein:
INSEAD]: Jowathan B Moy and Mawreen OF arp
(F3), The mrporste goveename of fankr, FRENY
Econamic Resiews et

Thix article wa fiet parhdiched fn Chartered Bawker, fhe
mppaime of the Clurtersd Bawker Instinse.
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Salient ‘Features for
the Layman

By: Jhangeer Hanif

The best thing about
any crisis is that it
makes you learn.
Experiencing crisis
does have some
incidental benefits,
which, If tapped
rightly, take us a
step ahead from
where we were.
This I1s what

Basel Il is about.

!I
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he global  financial
meldown which
emanated  from  the

downfall of subprime

mortgage in the US led
the Basel Commitree on Banking Super-
vision 15 1o take a fresh perspective on
the resilience of the banking institutions
around the The
signified that the banks
adequately capitalized in order to absorb
losses and also the quality of capital was
of not at the desirable level, At the same

world. meltdown

WCre  nor

time, banks were not holding sufficient
liquidirty
cushions.  The
result was the
severe pressure
on the financial

system, the
spillover  effect
of which was
felt in the real
cconomy, The
objectve of

Basel 11 15 o avgment the banking
institutons” ability 1o combar shocks,
which may arse from financial and
economic stress; thus limitng the risk of
collateral damage to the real economy.

Mthough Basel 1T inrroduces a more
comprehensive framework 1o strengthen
the regulation, supervision and risk
management of the banking instmtons,
the punch-line is Adequacy and Quality
of the capial. It is here where it would
make a major difference on a global scale

through s ever stricter requirements,
However, the dmeline for implementing
Basel 11 stipulatons varies, culminating
in 2019, Before we analyze the implica-
tons of Basel 111 for the banking system,
it scems imperative 1o ke a birds
eve-view of the changes introduced by
Basel T11.
code are as follows:

The salient fearures of the

Capital

The Total Capital Requirement has been
raised from the current 8% o 10.5%-

13% for the larger universe of banks. The
capital is defined as (1) Going-concern
Capital and (i) Gone-Concern Capiral,
The going-concern capital comprises
Common Equity Tier 1 capital (CET-T)
and Additonal Tier L The first predomi-
nantly consists of common shares, share
premivm,  and  retined  earnings
Additional Tier 1 capital refers to such
instruments which have been issued for
perpetuity withour any mawrity and are
subordinate to bank’s obligations. The
cade seeks ro enhance Tier 1 eapital from

Comparasion of Basel Il and Basel I11 Basel 11 Basel I11
Requirements

Total Capital Requirement 8% 10,5%- 13%
Common Equity Tier 1 Capital (CET-I) | 2% 4.5%

Total Tier I 4% 6%

Tier I + Tier 11 855 8%

Tier 11 = 4% | Tier 11 = 2%

existing 2% to 4.5% and rowal Tier | from
4% to 6%, Tier 11 capital, the gone-
concern capital, comprises instruments
that are subordinared, and has a
minimum original maturity of at least
five vears. Both Tier | and 11 can be 8%,
which essennally means that the benefn
of Tier 1T cannot be higher than 2% (it
used ro be 4% previously). Tier 111 capital
has been climinated. In addinon w
CET-1, the banks would be tequired to
maintain two buffers () Capital conserva-
ton Buffer (CB) and (i) Counter Cyclical
Buffer (CCB). Banks would be required

€€ DURING THE CRISIS, BANKS DESPITE
SHOWING STRONG RISK-BASED CAPITAL RATIOS

HAD BUILT EXCESSIVE ON AND OFF-BALANCE
SHEET LEVERAGE 7?

o build 2.5% in CB over and above 4%
of CET-I. This done in
non-siress peaods so thar the balance can
be utilized when stress befalls, The CCB
will be deployed by national jurisdictions
when excess agprepate credic growth is
judged to be associated with a build-up
of system-wide risk to ensure  the
banking system has a buffer of capiral o
protect it against future porenal losses,
This buffer would be required on need
basis and its range may be from 0 1o 2.5%
(resultanty, the toral maximum CET-1;
9%, total Tier 1: 11%). Meanwhile, a
further capiral cushion (1%-2.5%) has
been proposed in addidon w CET-1,
which would be required from systemi-
cally  important
(51FF1s). The premise is that SIFIs, as

would be

financial  insdmurions
mainstay of cconomic stability, should
have more resilience and strength than
normal institutions o manage  stress
periods. At max, for S1Fls, CAR would

go up to 15.5 %,

Journal of The Insomte of Bankers Pakistan 17



Leverage

The code preseribes that banks should
observe an overall leverage ratio. During
the crsis, banks despite showing strong
risk-based capital ratios had builr exces-
sive on and off-balance sheet leverage.
The crsis pushed the banks o reduce
leveraging, creating immense pressure on
asset prices. The code snpulates that, on
a rest basis, a minmum 3% of Ter 1
leverage rano, would be observed over a
perod of four years beginning Jan 01,
2013.

Liquidity

Among other sound liquidity manage-
ment and supervisory matters, a Liquidity
Coverage Rato (LCR) and Net swable
Funding Ranos (NSFR)
introdoced. LER would require banks to

have been

Requirement of Buffers as per Basel II1

Capital Conservational Buffer (CB) 2.50%
Counter Cyclical Buffer (CCB) 0 %- 2.5%
CET-I including CB and CCB — at max 9.5%
Total Tier 1 11%

Tier 11 2%

Max Capital for SIFIs 15.5%

risk-weighted assets and  reducing its
overall leverage, NSFR would push banks
towards building a long rerm fund base,
again necessitating diludon in the spread
due to associated cost of funding, Fich
esamates that G-51T1s are likely 1o
experience a 20% decline in RolE because
of Basel 111 Leveraging and Capiral
Requirements equally imply thar there
would be restmint on the banks to grow
their portfolio of finances and invest-

around 50% of the banks™ deposits — a
ratio which was only 20% in Mar 2000,
Reducing this abnormal percenmage 1o
20% would mean to release an amount of
PER 2000510, 1f this amounr 15 deployed
equally in A and AA caregory finances
(taking a more optimistic picture), this
would give rse o PKR 700bln of 6sk
weighred assers, which would shave off
2% from the current CAR. This eneails
that Tier 1 CAR would come down 1o

€éTHE INDUSTRY IS NOT CARRYING ANY
SIGNIFICANT CUSHION, WHICH IT HAS BEEN
MAINTAINING WITH REFERENCE TO THE
INTERNATIONAL REQUIREMENT HISTORICALLY?”?

have sufficient high quality liquid assers
to withstand a 30-day stressed funding
scenario that is prescribed by the regula-
tor. NSFR secks o ensure thar banks
have enough  liguid
one-year horizon o cover the expected
funding needs over the same period.

TCR0OUTCes OVCer

Fvidentdy, the more pronounced
requirement is the capiral and adequacy
of capital. The queston is how the banks
would be able o meet this requirement.
Firch has larely published a study cover-
ing 29 Global Systemically Imporeant
Financial Insdtudons (G-31F1s). As of
Dee 2011, these G-SIFls might need o
raise USD 366bIn in order o meer Basel
11 capital rules. The sheer amount of
capital to be raised is going o be a daunt-
ing task. This is especially true because
investors would be aware that banking as
a sector would compromise on rerurn by
balancing its portfolio in terms  of

18 Journal of The Instimee of Bankers Pakistan

ments. One of the major consideranons
in the regulators” sighe is also the impact
that Basel 111 would have on credit
availability, This may induce the rerail
bond marker 1o expand ar a faster pacc,
given constrained liquidity in the banking
system,

When we talk about Pakistan, we find
thar the domestic banking secror hoasis a
Capital Adequacy Ratio (CAR) of 15.5%
as of Mar 31, 2012, This CAR is
predominantly  supported by Tier 1
capiral (13.3%). This demonstrates that
the sector is well-positioned to comply
with the code. There are certain
individual instrunons which may find it
difficult to comply (5 banks are under
0% CAR). However, when we ;1:1:|]1Ir';r.::
the balance sheer of the sector, we sce
that there has been a build-up of govern-
ment post 208 crisis
securities  are

securites
Currently, government

approx. 11%. This percentage 15 exactly
what is required from non-51FIs under
Basel 111, This means that the industry s
not carrying  any  significant  cushion,
which it has been maintining  with
reference to the international requirement
historcally. Ar the same fme, any imbal-
ance in the finances portfolio may further
deteriorate this o, The big queston
mark is abour those banks which are
finding it difficult to comply with existng
requirements. This highlights the eritieal-
ity of thinking through the implementa-
fon of Basel 111; how it would be rolled
out and whar limirs should be in place for
SIFls and non-51Fl: in the domesne
market. The Stare Bank of Pakistan, while
expressing satisfacton with the resilience
of the overall banking sector, is evaluating
transitional path that the domestic sector
would have to mke in order to remain
aligned  with  rthe  internanional  best
pracrces.
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ame  of
upheaval in the banking indus-
try when its leaders have w
contend with a series of urgent

t a unprecedented

and competng issues, they may be rempred
to see HR as one of their less pressing
imperatives.

Bur it’s a dangerous mistake to make, says
Angela Baron, an Adviser at the Chartered
Institute of Personal Development, Finan-
cial organisations that wy o drive change
fromm the centre without consulting their
people will suffer for it

“We have seen a more command and
control approach 1o business, which is always
the temptadon ar a nme of crsis bur ir's
outdared,” says Baron. “Of course you have
to command but you must also involve
people and give them a voice, so they know
that their views will be reflected in the acton
you take”

While banks seem to have heeded the
lessons of the 19905 recession, when many
businesses shed people only o realise they
badly lacked the nght skills and expenence
when recovery came, there is sill a sk they
lose sight of the need o ke their people
with them, says Baron,

“In rerenchments, mergers and  major

BACK

UP THE

CAREER LADDER

By: Andrew Stone

2012 remains a challenging year for employers both in
terms of staff cuts and staff hiring. Despite this backdrop,
Andrew Stone explains why HR departments should already
be planning for a healthier economic outlook ahead.

reorganisations, the emptaton s 1w
focus on the hard rthings, look for
efficiency savings and nor think through
the impact on its people serategies.

“Command and control is a big risk.
You should be taking a long-term view
and thinking abour the implicarions for
the brand, irs ability o arract seaff, and
whar the cost will be o saff morale.
Rebuilding trust with staff mkes time."”

Clear leadership and communication
are key, Baron says, “People are versarile
and they can cope with huge changes as
long as vou involve them. They need

feel part of the change process. You need
leadership and a vision thar says tha
some change is painful bur thar the
company will be stronger and better art
the end of ie”

This more collegiate approach o ralent
will alsor be a source of innovation, she
adds. “The people on the shop foor
dealing with customers have importam
insights abour better service and how
things can change for the berer"”

By rebuilding trust with your staff yvou

will also have strong advocates for your
brand with new recruies, ar a dme when
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public perceprions of the prospects for
the sector are low, Using considered social
media engagement in this process offers a
potentally  powerful  engagement ool
when it comes to recruiting, adds Baron,

At a ome when recruitment budpers
may also be dghr, mking a more flexible
approach to career structure and progres-
sion can be a cost-cffective way 1o keep
people engaged and w rewin alent, says
Sue Filmer of Mereer.

Rather than offerdng a fixed carecr
ladder, she likens new career models 1o a
climbing wall. “Different experiences are
hand holds and people go abour building
their careers in different wavs, There’s
mare flexibility about how things are done,
which can help cater for a wider armay of
people and it need nor cost lots of money,

“More thought needs o be pur into
how earcers might unfold. Enabling carveer
conversations to ke place helps map out
how to build a successful career. It may
also encourage more women to sty in the
industry.”

RESILIENCE AND ADAPTABILITY

simon Llovd, HR Director ar Samander,
agrees thar developing the right career
structures and progression is important
Flexible carcer paths that give staff the
option 10 work across different disciplines
and o use the full range of their skills and
talents can  keep smaff  engaped. He
explains: “1f people are prepared to move
sicdeways ar umes, albeit with a long-term
airm in mind, thar is hugely beneficial”

Purting these issues sharply into focus
for Llovd is his immediate challenge in
absorbing around 400 staff from The
Roval Bank of Scotland’s reail, commer-
cial and corporate operations in England
and Wales and from Narwest branches in
England while ensuring the whole organi-
saton, with 24000 people, has harmo-
nised rerms and conditions.

“We want this to be one of the best places
o work in the UK and a good place for
people 1o pursue a career. 1e's about ensur-
ing people have the rght wols w do the
joby, the sight environment, the righe
reward structure as well as the rght values
and eulture in the orpanisaton.”

Communication is key in managing this
process well, savs Llovd, who points 1o the
bank’s previous experience tackling these
issues with the Allance & Leicester and
Bradford & Bingley acquisiions. “People

20 Journal of The Instte of Bankers Pakison

“MORE THOUGHT NEEDS TO BE PUT INTO HOW
CAREERS MIGHT UNFOLD. ENABLING CAREER CONVER-
SATIONS TO TAKE PLACE HELPS MAP OUT HOW TO
BUILD A SUCCESSFUL CAREER. IT MAY ALSO ENCOUR-
AGE MORE WOMEN TO STAY IN THE INDUSTRY."

are nervous about change but they are also
resilient and adaprable once they know
what they have o deal with. The sooner
you can brng cerminty and clarry the
better.”

Santander is helped in part because it
has a positve story to wll as a challenger
bank that has been hiring staff in the UK,
savs Llovd, ver contnual feedback remains
a vital part of the communication process,
he adds. *We ger an 80 per cenr response
from our employee opinion survey and
we've seen a nsing trend over the past
three years on the same set of questons. |
think our people genuinely believe in the
plans we've set our”

ATTRACTIVE WORKING CULTURE

Visits by senior managers o branches
starting from the Chief Execurive down
help the bank’s board keep in touch with
staff and customer concerns and aspira-
tons, savs Lloyd, “Nothing bears direct
face-to-face  communicaton  and  for
specific topics we will organise focus
groups 10 frame the discussion.”

Positioning the organisation’s composi-
ion of talent for the funire means keeping
it closely aligned with the stearegy, as well
as spoming emerging trends where new
skills will be needed.

“It's a queston of understanding the
business strategy over the nexe three years
and plotting the skills you've aleeady got in

the organisation and the ones you sl
need. Cerrain skills are ar a premium, like
risk and compliance. As the world s
changing we need new skills oo, No bank
has cracked the social media world, for
example. Understanding  the  strategies
needed 1o succeed in social media is going
to be important going forward,”

David Sayer, Senior Partner for banking
ar KPMG, agrees thar hiring alent that
understands social media as well as other
technological drivers is going 1o offer a key
competinove advancage.

LS banks offenng customers chegue-
scanning applications or online sign-in
using iris recognition via phone and web
cams are just some examples of the emerg-
ing distupnve rechnologies thar will offer
the leading innovators vast scope for
process cost savings and ways to artract
and keep customers, says Sayer.

Hiring voung talent that understands
such technology and its effecnve applica-
don in innovation may also help foster a
more attractve working culture, In this
respect the banks have some carching up
to do with other large commercial brands
and professional services firms,

“There’s a real opportunity here for
banks to arttract Generation Y and create a
working environment that is non-smfty,
diverse and arrracrive 10 the new people
coming into the workforce,”
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Branch Banking Problems
and Possible Solutions

By: Syed Sabir Ali Jaffery

Q1 Mr Sabzwan one of our valoed
account holders proposes © open an
account in the name of his orphan minor
grandson. What should be your reaction
in this regard as a branch manager?

Ans: A
contract, so an account is usually opened
in the name of the minor so far as the

minor 15 not comperent o

account remains in credic and as long as
there s some amount in his account he is
able to withdraw: Bur, if the account is
banker
recourse to the minor account holder

overdrwn, would have no
except for the amount received by him o
meet the necessaries suinng his condi-
dons in life. In this case, the banker
would be linble to be reimbursed for the
amount overdrawn by the minor after he
artaing majority and it should be made
sure that the account s not overdrawn.

In actual practice, however, banks
usually discourage opening 4 minors’
account in his single name and it is
preferred is thar the account is opened in
the joint names of the minor and his

natural puardian, with the e of the

22 Josurmal of
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account expressed as “A Minor, B Guard-

ian”, Minors" name is wrten  first
because it is presumed thar the account is
being opened for the benefir of the
minor. The account is operated by the
puardian, and is not allowed w be

overdrawn,

Further, the account opened in the
joint names of the minor and his guard-
ian should necessarly be a savings
ACCOUND [0 CNSUDE,

{a) that the account 15 not overdrawn
even inadvertently, and,

(b} business rransactions do not pass
through this account.

Moreover i is only the namral guardian
who has the authority to deal with the
minors” money, enter into contract on his
behalf and give valid discharge or receipt
for money. The positon should be
merfully explained o Mr. Sabzwari and
he may be persuaded o include the
minors’ mother or father, as the case
t'|‘|:1:|.'l1-l.', as joint accountholder wath the
LA

(22 Through operational oversight, an
overdraft is created in a minor’s saving
account. The puardian account holder-
Mr. Umer murns a deaf ear towards all
reminders from the bank to adjust the
account. Mr. Umer also has a fixed
deposir in his single name with rhe bank
which has matred and he has come o

the bank to ger the FDDR encashed.

Can the bank set-off the amount of
the fixed deposic againsr the overdraft in
the savings account?

Ans. The aghr of ser-off can be invoked
against a debt which is vahd and enforce:
able by law: Since a loan o the minor 15
void 1o begin with, the right of set-off
cannot be exercised against L

Q3 A 1,000/~ i3
presented for payment by a minor drawn
on his father’s account. The head reller 15

cheque of Rs

reluctant 1o honour the cheque and the
case is referred to you as the branch

operations  manager.  What  will  you

adviser




Ans, Apparendy, there s no harm in
making payment of the cheque to the
minor, partculacly as the amount is
small. However, the age of the minor
presenting the cheque should also be
taken into consideration. 1f he 15 old
enough to comprehend the nature of
transaction, payvment maybe made. At
the most he should be asked during a
friendly conversaton as o what the
cheque was given to him by his father,
His answer, his body language in giving
the answer, and the level of his confi-
dence in facing the question should
help the concerned officer make a
viable decision.

4 Mrs. Tehniar Suleman Siddigui
mainmined a current account with the
branch. She was a known philanthro-
pist and renowned social worker. Her
hushand was a business ycoon who
also mainmained handsome deposits at
the same branch in his business and
personal accounts, as well as accounts
of several family members. Keeping all
these things in view, and expectng
much more business  through  her
lusrrous  husband,  the  branch
manager allowed Mrs. Tehniar Siddigui
to overdraw her account to the extent
of Rs. 10,000/ after obraining permis-
sion from the Zonal Branch Head on
the telephone. Subsequently, she paid
no heed o several leters and personal
requests by the branch manager to
repay the amount. Surprsingly énough
she had no property in her personal
name, and her extravagant life style was
entirely on her husband’s resources
Ulomarely afrer being disappointed by
her, the branch manager approached
her husband with a request ro pay the
overdeaft amount. To  the branch
manager's disappointment, the husband
refused o be of any help. What
recourse does the bank have, if any, in
these circumstances?

Ans. A marded woman cannot make
her husband accounmable for her hiabili-
res except under following circum-
STANCES:

* When she acts on behalf of her
husband as his authonzed agent.

* Living with her husband, she has
implied power to pledge the credit of
her husband for necessanes of life;
or

* The husband expressly guarantees
repayment of any particular debr
This need not always be in wrinng,
but in that case the onus proof that
the husband had consented wife’s
request for the debr would be on the
lender. Bankers do not reckon on this
exempton,

Hence a prudent banker would never
accommaodate 4 married woman unless
she has adequate resources in her own
right or her debt is guaranteed by her
husband or by any other sound party
acceprable o the bank.

In the given case, the bank cannat
successfully proceed against the lady
The only remedy avalable o the
branch manager is to exert moral
pressure on Mr Siddiqui o ger the
overdraft adjusted.

25 Miss Aisha Ahmed has a savings
account. She has now approached the
bank to change ntle of her account as
Aisha Malik since she has been married
to Mr, Saced Malik. Please suppest the
line of for the bank.

Ans. The bank should simply open a
fresh account with the proposed nrle of

account  afrer taking all necessary

Precaunons necded o OpCnan account.

TRADE RELATED QUESTIONS

(21 What is the basic difference
berween purchase and negotiaton as

per UP 600z

Ans. There is no erm as “purchase”
under Artcle 2 of UCP 600. The
Article defines negotiation as purchase
by the nominated bank of drafts and/
or compliant documents. In  other
words, negonation is the giving of value
to the beneficiary for drafts and/or
compliant  documents, which 15
rantamount to “purchase™.

In negotating credit, the issuing
bank arranges for the beneficiary o
obtan  from the negonatng bank
immediate value for his usance bill
Having griven value, Le. on purchasing
the bill, the neponatng bank will
forward the document to the issuing
bank for payment,

The issuing bank will direcr the
negotiating bank o reimburse irself
upon negotiaton, or, at the maturity of
the hill, as per armngement. This
construtes “purchase™ of draft by the
negonanng bank.

The essence of this tvpe of rerm of
payment is that it provides eredit to the
apphcant and simultancously provides
immediare value to the beneficiary,

()2 Whar is deferred payment leter
of credir?

Ans. Deferred Payment Credit serves
the same purpose as an Acceptance
Credic bur without a uvsance bill of
exchange. Under this term of payment,
credic period is derermined by supula-
ton in the credit, specifying payvment
after cermin number of days after the
dare of bill of lading,

The nominared bank acknowledges
receipt of documents o the beneficiary
and forwards the documents o the
issuing bank for pavment on maturity.
On receipt of documents, the issuing
bank acknowledges receipt to the nomi-
nated bank instructng it o make
payment on the due dare.

The documents are released o the
applicant under Trust Receipr; under-
taking o make payment on the due
dare.

()3  Arrcle 30 of UCP 500 regarding
forwarder bill of lading is nor reflecred
in LICP 600, Whar is its positons

Ans. Basic principle of law is tharif an
article 15 neither  abropated, nor
amended, nor replaced, then it holds
good,
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Banking

In our fast-paced world,
decisions need to be made on
daily basis. Some of these
decisions affect our daily work
and some have a much
broader effect on the long-
term sustainability of our

activities, How are decisions

made? [s it experience or gut

feeling or is it assumptions or
data that give the ultimate
impulse and add enough

weight to, either yes or no?

THE ICHC“ZO :f.‘ R

raining and good preparation
are half the victory”, my coach
in my younger and more
sportive years used to say,
heard this phrase 3 \
life. Any project which is not well planned
will run into problems if not failure. And for
sure, all of us have heard similar phrases in
various situations over time.

Back to decisions, how many decisions
have you made in life which you regretted
later on? Did yvou make them because they
seemed right at the time or based on solid
arguments? Did you wait long enough unil
you had all the facts or were you missing
some crucial information? Is not one of the
most unethical sales tricks putting time
pressure on the prospective buyer, thus



preventing him from checking out alterna-
tives and making a comparison?

Obviously, information is an advantage, it is
power. It lets you act and exploit opportuni-
ties before anyone else does and therefore
ultimately, information is worth money. For a
business, managing based on the right infor-
mation is one of the most crucial elements 1o
ensure success but it is also one of the biggest
challenges to deal with.

Common Language

According to the Book of Genesis, 4 united
humanity of the generations following the
Great Flood, speaking a single language,
started building the Tower of Babel. Good
progress was made until God confounded
their speech and they were unable to under-
stand cach other. As a result, they were forced
to abandon the project.

A similar pattern can be observed in
modern day projects. ‘Misunderstandings’
lead to planning or implementation of

mistakes, delays and cost overruns, Whereas evervbody is
aware of and acceprs different human languages and deals
with it in one way or another, many firms ignore the problem
of company internal lainguage barriers, where rerminology is
apphed differendy by different departments or business lines.
Or as a client of mine lamented once: “We waste so much
tme trying to figure out the meaning of the da we receive
because rading and finance departments speak a different

language.”
Data Collection

As ome progresses, more and more banks, insurers and, o
some extent, Corporates invest in building loss event data
bases, storage and reporting capabilities to satsfy regulatory
requirements without thinking much about the way they
could vdlise the data o berer manage their business,
products or services offered and/or 1o support decisions on

which risks could be rransferred or insured.

Ar the same time, whenever a firm suffers a loss, it is often
faced with a significant dilemma in how to classify the event.
Take, for example, the recent case of UBS and Kweku
‘doboli = in many instances, the resuling loss 15 automad
cally classified as the consequence of a “rogue trader”
however, an in-depth analysis of the event will show tha
many things wenr wrong before Mr Adobaoli entered into
any unauthorised trades or posinons. How can any firm,
often operating in multple and distant cenrres ensure thar
each loss event it expenences is consistently and correctly
classified? To make things worse, ambiguous defininons and
multiple possible correer classifications often cause loss
events o fall into potennal “gaps™ or “puddles” berween
different event cateporics.

This is further compounded by the fact thar often firms
use @ classificadon that makes sense to s business and
facilicares good risk management, bur need 1o report or
disclose information o the regulator in a rowally different,

non-business orented srructure.
Taxonomy

Solid information 15 based on dmely, accurate and
complete data. Bur this 15 not enough. The data muost be
properly structured, allowing the analyst to unambiguously
identify the underlying issue, This is the only chance we have
to collecr dara from various sources and ensure a correct

aggregation withour undue distortons.

The way abour this requires the use of a well-designed and
proven taxonomy. The word “maxonomy” finds its roots in
the Greek tafic (mxis), meaning ‘order’, ‘arrangement’, and
vopos (nomos), meaning ‘law’ or “science’. Taxonomy can
thus be defined as the science of arrangement or ordering of
dara according to specific laws or rules for classificarion

viral for pood record keeping and risk management.
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k€ Is not one of the most
unethical sales tricks putting
time pressure on the prospec-
tive buyer, thus preventing him
from checking out alternatives
and making a comparison? 33

Firms vary in the extent to which they
have focused on mxonomy as a key
element of value generation. Many wse
unmodified high-level Basel 11 categories,
while some  have adopred  differem
hierarchies for specific inmanves. 1t is
possible to live with a quick formulaton
eatly on. Yet, in the long term, a program
with an ill-designed mxonomy is likely o
fare little better in practce than an athlete
entering the Olympics with a strong ser
of muscles bur soft bones,

An effective mxonomy framework may
specific  data
elements. The ideal number and compo-
sition of these clements depends on the
organisation’s specific business needs and

contain  a  vanery  of

its management culture, Some compo-
nents are core data clements, likely to be
included by wirroally all organisations
(risk category, line of business, ctc.).
Cithers are best described as supplemen-
tal, or specialised variables thar a firm
may use to its advantape, bur only if
suitable.

Data as a Management Tool

With properly classified and reliable
data, it 1s now possible to make informed
decisions, Sources of such data may be
loss events, as used in the example above,
but ideally include dara collected through
performance and/or dsk indicators. 1f
regularly analvsed, such dam may show
first signs of undesirable developments,
providing the
[:i'h"!:]ﬂunl.ﬁ_.' [ (8] |'|'Ifil'i[.'. A COorrecuve moane at
an early stage.

organisagon  with  an

I often ger asked abour predicive
indicarors. Well, dara requires a brain w
do the rest of the job, Indicators are not
the solution, they are merely objective
data thar need o be interprered and
worked with. Often enough it is difficult
1o see beyond the trees that make up the
forest, or bevond the dam which in
describe a

combinaticn situation.
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Successful  analyses  therefore oy 1o
wdennify things thar belong rogether, that
influence each other. Combining such
data in an index is a smart way of being
alerted of problems where the individual
components may not  have provided
sufficient reason o worry. To be true,
though, not many organisations  have
gone beyond the indvidual indicaror
momtonng stage,

Data Sharing

An important element in a compre-
henswve decision making structure 15 the
ability to benchmark vour own data
against those of your peers. In our
advisory work we came across a chient
who recorded a fair amoune of internal
fraud. Management was concerned bun
for lack of beter knowledge accepred
the numbers as a cost of doing business.
It was only after they joined a loss dam
consoriium and got hold of their anony-
mous pects’ respective numbers that they

bank in Indonesia, but withour knowing
the bank or the client, and wse the
amounts: mmvolved for inclusion in their
own scenanos or capital models,

All oo often, dara sharing ininatives fail

because  someone  internally  refuses
permission to anonymously  contmbute
the firm's own data. Indonesia’s success o
establish the External Loss Data Consor-
tium is largely atribuable o member
banks’ senior management embracing of
a fresh idea, with a bit of encouragement
from Bank Indonesia®s publicly stated
support for the initanve. Pakistani banks,
unfortunately, have not taken that support
hurdle ver, despite considering the estab-
lishment of such a consortium from tme

10 [me.

Conclusion

As the Indonesian  example shows,
success is the result of a number of
factors:

i¢ Often enough it is difficult to see beyond the
trees that make up the forest, or beyond the
data which in combination describe a situation??

realised that therr concerns were more
than jusofied: Losses due 1w
fraud were way above evervbody else’s,

mternal

As nicely proven in this example,
external data can be viral to the overall
picture, one of the reasons why Basel 11
made external dara analysis a requirement
to qualify for the Advanced Measure-
ment Approaches o calibrate Opera-
tonal Risk Capiral. The Basel Commirtee
on Banking Supervision supports the
idea of Loss Dara sharing but wanis 1o
privae

see such  acuvides as

NI CS.

SeChor

Following the Basel sugpesdon and
supportng their banks in their need o
obtain external data, a Loss Data Consor-
tum was recently esmablished in Indone-
sia under the auspices of the Indonesian
Banking Development Insdmee. Partici-
pating Indonesian banks will forthwith
be able o read up on descriprions of
Loss Lvents that happened to another

1. Determinanon — the will to do some
thing,

I

. Planning — preparation for an accurate
budger and internal sales campaign.

3, Courage — proposing an initative with
inirially unlikely approval chances.

4. Management Support — senlor manag-
ers mking the fime to look ar inidarives
with an open mind.

5. Discipline — implementaton as per plan

&,

=

Dara  Quality —  omely, accurate,

complere and well scrucrured dara.

. Follow-up = applyving one’s know-how
to  professionally  and
inquisitively work with data .

SOMEHIMes

8. External Dama — benchmarking and
learning from/gering warned by peer
data.
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Personal & Professional Development

What NOT to Say
M AINTERVIEW

By: Mansoor Murad

In order ro ensure thar you maximise | 2. Talking Too Much:
vour chances of landing thar dream job,
here is a list of what not to say in ar The exact opposite of the former, this is
inrerview: often the natrml result of trying
appear relaxed and confident. Candidates
1. Saying Too Little: tend to go on and on, without having
nothing of substance w add. Interview-
ers tend o lose interese, and it is hikely

thar vou will nor be ealled back. When-

There 15 nothing worse than o be
interviewing someone whose responses
consistently  comprise  of  single | ever responding, keep the question in
sentences. It sends the message thar you | mind and ensure that your response is
either are very nervous and therefore | always targeted at the question. It is
may not be able 1w perform under | better o have the interviewer ask a
pressure or that you have nothing o sa follow up queston (indicating thar they
and therefore your achievements on the | were paving attention) than to have them
CY oare |1k|.'|).' 0y be overinflated. In either one out, AT Hmes, you may _u{'uunwlj.'
case, by not  giving  wellrounded | have a lot to say regarding an accomplish-
FCSPONSCS, You are missing out on a key | ment or a project.  The inrerviewer is
POy 1o showease vour :-c111|;1]1i|:|_1.' rarely interested in the 11r;|i|_-4_'| bt wrants

for the role. o gauge your understanding and exper-




ise which is evidenced through vour
response. It becomes difficult in such
situations to curtail your response. The
best way 15 to give some details and invite
the interviewer to ask more questions
citing thar you can probably talk abowt
the marter for hours and perhaps bore
the audience with lengthy details.

3. Stretching The Truth:

This is critcal. Mever, ever, lic in an
interview. Any experienced interviewer
will carch you our right away. Ir is very
common to have candidates who place
things on their CV, especially in terms of
their personal interests which are not
trug; thar they think will impress poren-
tial employers. Trust me, it will not
impress if ir is untrue.

¢ KEEP THE
QUESTION IN MIND
AND ENSURE THAT
YOUR RESPONSE
IS ALWAYS TAR-
GETED AT THE
QUESTION.”

It is quite common for an interviewer
to start off by asking about an interest
stated in the CV that they know some-
thing abour, There is nothing worse than
going through the motdons of an
interview with someone when you know
you have already rejected them, and the
number one reason for this is wsuwally
when the first queston you ask them is
about an interest that appears on their
CV, about which they clearly know
nothing. Remember, a made up inrerest
can only trp you up; someone who
knows littde about the interest 1s unlikely
to ask about it or be impressed by it, and
when someone who knows a bir abowt
the topic asks vou a questdon and you

come up blank, vou have sealed your Eare.

4. Ask About Salary:

You don't want to come across as a
mercenary. Al prospecrive  employers

will ask abour vour current salary
package, and many will ask your salary :
expectations. The moment you start to |
ask about money, the conversanon moves
from revolving around your skills and
potential contriburion to the emplover to
vour cost of emplovment. This is a |
mistake that many mid-career profession-
als tend to make. Remember, if you are
good enough for the job, then vou will be
offered the appropriate compensation,

This doesn’t mean that you should |
refuse 1o answer if asked vour salary |
expectatons  but  simply the
interviewer should be given the chance to
bring up the subject. If it does come up,
be honest but realistic about your expec- |
rations. i

that
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5. Volunteering a Pay Cut:

This 15 a big no-no. It sends the signal
that you think you are overpaid in your
current role, or thar you are not worthy
of the position you are being interviewed
for. In either case, emplovers will see it as
a red flag IF an emplover thinks you are
zood enough, they will either pay vou the
right salary, or will ey o convince you to
take a cur due to the other benefirs being

offered by the job.

If you are applying for a job where you
do not wish to give our a salary expeca-
tion, then simply stare thar you do not
have a figure in mind, as the overall
package in terms of the job dimensions,
potential for growth, ewe, is what you
would be considering, and thar the salary
would only be one of several factors, and
is not the primary one. This is a clever
way of saying that you would consider a

e
o %22 Te2S
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kit is always a
good idea to spend a
few minutes on the
company website
the day before the
interview, 9

pay cut if the rest of the varables are in
place,

6. "Actually, | didn't have the
Time to Look at Your Website":

If vou were oo busy o spend ren
minutes on the prospective

employer’s

website, then why should the interviewer
spend any time on you? It is always a
good idea ro spend a few minutes on the
company website the day before the
interview, and ideally it will give you some
fodder w ask an  intelligent  and
well-informed queston towards the end
of the interview, that will show that you
have taken the time o visit the website.
This is as true for mid-career moves as is
for entry level roles, something that
mid-carcer professionals rend o ignore.

€€ Be honest but
realistic about
your Salary
expectations.”

29
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Why PAKISTAN Needs

a LEGAL FRAMEWORK for

SMALL OFFICE HOME OFFICES
(SOHOS)

By: Nida Naqvi

SOHO or Small Office Home i akistan has a flourishing economy in a shadow

. g i SECTOT the small office home office (SOHOY.

Offices have become IHCI'E'EISII'IIQIY The SOHO 1s defined as a business operated out

prevalent in the modern of the business owner'’s residence. It has anywhere

! from one o Gfty employees, and iz a notch below

economy as tEChnﬂlﬂgY such as the Small o Medium |'.!I'I.It'1'F'."1-i.H or SME. Moreover, the

the computer, internet, email ¢ start-up cost of office infrastructure can be dauntng and ar

. . ¢ umes simply not required. Thus the SOHO presenes iself as

and video Eﬂnf\erencu'lg allows ¢ a low-cost, efficient, and effectve opron for an individual
the SOHO owner to be v secking ro start up his or her own business enterprise,

CGH‘IP'EtEl}' plugg&d inand I People hving in Pakistan regularly interact with the SOHO

connected to the world without ! sector, as it provides many of the services that the populaton

. 1 needs. As an example — when 1 got married, 1 consulted the

haVl"g to UpEratE out ﬂf a v designer of my clothes in his home office/studio, 1 mer with

traditional office. the one-woman team doing my invitations at her home, in her

¢ drawing room, and 1 sclected my mblecloths at the home of a

woman who ran a thnving business producing everything
from bed sheers o couch upholstery out of her living room,
Ihe entire room was papered, end 1o end, in samples, and we
sat and negonared our prices siting right there on her couch.

When 1 went to buy clothes for my wedding party, for every
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boutigue 1 wene to, 1 also went o some-
one who was selling clothes from her
house, using a room in the home 10
display her entire collection and letang
me try things on in the bathroom.
Indeed, the wedding industry stands and
thrives on SOHOs, and the wedding
industry is big business.

Beaury salons, tilors, interior decora-
tors, artisans, craftsmen — many of these
services  are run from  the  home,
However this is just a slice of the SOHO
sector, Lawvyers, accountants, consult-
ants, real esmte agenrs, stockbrokers,
these professionals
also will often run ther business from

financial analysts —

their home, meetng clients in a room
made into an office within the home and
using the internet and ar home office
supplies to run an ennrely funcrional and
successful home business. Also, many
tech-related businesses are run from the
home — web designing, email marketing
services, and the like.

Unforrunately, these businesses arc
largely operating under the radar. Ths
has several key repercussions. Firse, it
means that their activity 15 undocu-
mented, and does not contribute 1w the
calculaions regarding Pakistan’s overall
health,  partcularly  GDP,
which directly influences the level of

CCONOMIC

foreign  investment in  the country.
Second, it means that the workers in the
sector are not regularted, and thus are nor
able 1w ke advanmge of labor laws.
Third, since SOHOs do not have a legal
identity, they are unable 1o access finance
from the formal sector as a business,
Finally, and perhaps most significantly
from a macroeconomic perspective, the
secror remains an untapped source of tax
revenue for the government, Pakistan's
tax-1o-GOP rato is one of the world's
lowest, at a palry 8.6 % (most develop-
ing cconomics have a ratio of 13 % - 18

%).

Maween A, Mangi is of the view thart
the underground economy in Pakismn
employs over three quarrers of rthe
nation’s 34 million workers and 1s worth
as much as 30 %eof Pakistans 18 tmilbon
rupee (5200 billion)

official  Gross

Domestic Product, While “underground
economy” includes sectors outside of the
SOHO, the SOHCO comprises a signifi-
cant share of this shadow economy.
According to Sayem Ali, country econo-
Standard Chartered Bank in
Pakistan, “Everything from auto parts to
sports goods, knitwear, elinics and beauty
salons fall into the informal cconomy. All

mist at

these make a sipnficant contmbunon 1o

k€ The banking sector is
thus looking at a large
prosperous section of the
economy, which has bor-
rowing and other transac-
tion banking needs which
are being fulfilled by the
informal sector. The cur-
rent legal infrastructure is
not conducive to the reg-
istration of this sector and
the fear of getting in the
tax ambit keeps many
away. The lack of legal
entity becomes prohibitive
for banks to lend and deal
with this sector as a busi-
ness entity resulting in a
large opportunity loss.??

employment and income, and that’s one
reason why the economy 1s snll growing,
Burt since Pakistan has one of the worst
tax structures of the world, these fall
S (“The Secret Strength
of Pakistans FEconomy™). The unraxed
“shadow™ economy as a share of GIDP s
approximated to be 36 % (Dam from the
Asian Development Bank),

under the rad:

The banking sector is thus looking at a
large prosperous section of the economy,
which has borrowing and other rransac-
tion banking needs which are being
fulfilled by the informal sector. The
current legal infrastructure is not condu-

cive to the registration of this sector and
the fear of gening in the max ambit keeps
many away. The lack of legal ennry
becomes prohibitve for banks to lend
and deal with this sector as a business
entity resulting in a large opportunity

lixss,

The pervasive issue preventng large
scale tax reform, parocularly in the
SOHO sector, is that many business
owners are averse to the idea of a mx
system. Thus they try o avoid tases at all
costs — of around 50,000 businesses have
Manonal Tax Numbers (NTNs) issued 1o
them, only 40% actually file their annual
rax returns. This harms the entire system,
for many reasons, as it 1s unjust for the
business owners who do decide o pay
their taxes, and it fuels the vidous eycle
eroding tax compliance,

Most significantly however, tax evasion
fundamentally cripples the cconomy.
MNaoonal governments
selves and provide the functons that a

sustain  them-
sociery needs based on mx revenue. Since
the government does nor collect nearly
enough mx revenue 1o sustain itself and
service its debr, it borrows from the
banks, who in mrn are therefore nor
lending to the private sector. The private
sector must be able o borrow o invest
and sumulare widespread growth — but it
cannot, because the povernment is
crovding our the sector with its own
borrowing, The net flow of credit o
povae sector was Rs 183 billion in
FY'12,
compared to a net flow of Rs 173.2

which 15 a dmsic  decline
hillion in FY11 and ol investment as a
percentage of GDP is a palry 12,5 % for
FY12. As a direct result of the restricred
flow of investment from the private
sector, nadoonal economic prowth s
projected ar 3% -
target for the year and considerably

4 % — well below the

below the counrry’s actual cconomic

potential. Further, the government does
not have the revenue o sustain the key
functions

that a government must
perform — including  security, social,
cconomic  and  polincal funcuons.

Without revenue, the government cannot
provide the public with the services that
are needed o create a stable natonal

envitonment. Indeed, for all these
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reasons,  any  successful,  funcooning
natonal economy must have as part of
s structure a healthy max sysiem -
because far from wking money away
from businesses, taxes acrually empower
businesses o be a part of an cconomy
thar is funcrioning well and operating ar

potenmal.

The cancerous issue of mxaton might
be the single most fundamental factor
hindering Pakistan from unlizing its vast
potental and growing alongside rthe
other developing economies. To ger an
iden of the potental — estimates indicate
thar if participanrs in Pakistan’s under-
ground economy paid their mxes, the
government would colleer a whopping
8OO billion rupees a year.

As part of mx reform, Pakistan can
SOHOs are
broughr into the mx fold, bur are done so

Creare i .""El'h'[L"lTI “'IIE‘!'L'
in a way that encourages their growth,
These systems exist in the Us, the UK,
and certain emerging markets. In the Us,
after demonstrating that one’s  home
office qualifies for exemprion under the
tax code, an individual has at his disposal
a bevy of mx deductons thar ease the
burden of seming up shop from home,
Some common max deducnble exceprons
tax code include -

under the rent,

MO lHIlj_:l’.', P]"l IF'I‘L' rr ¥ EAXCS, .ll'l.\i'I.IT.'H [

imerner and  phone,  rransporianon
(including car and gas), travel and

self-emploved retrement plans (as long

a2 Josurmal of The Instmre of Bankers Pakistan

as these expenses are related 1o the line
of business). Similarly, in the UK, there
are a host of business and home working
can deduct from  the

L'XF\'_'I'I.!"\L'."- LA AT

HREMC when working from home,

Developed countries are not the only
examples of regimes where SOHOs are
brought into the tax-fold productvely.
Turkey underwent a significant, progres-
and  well-planned  mx
program in 2007 which has proved very

sIve reform

successful for the country, thus far, in

generanng revenue for the stare and in
attracong forcign investment, As part of
this program, Turkey creared a system
whereby many of the rax deductions

available to  corporations  are  also

available  to  individuals  operating
businesses from home. This policy 1s par
and parcel of the largger mx reform
program and it successfully brings the
large segment of home business opera-
tors into the tax fold by ceating them as
micro-corporate entities and giving them
many of the same breaks that corpora
tons  receive  (See “lnvestment  in
Turkey”, KPMG, February 2011).

Pakistan simply cannor afford o wair
any longer to reform and revamp the ax

system. The Federal Board of Revenue

&k Since SOHOs do
not have a legal iden-
tity, they are unable to
access finance from
the formal sector as a
business.’’

(FBR)

judicious, efficient and effective agency by

must be empowered ino a
proacrvely adopung the best practces of
modern tax administrations in developed
countries and in emerging markets. The
SOHO secror drives growth, remains an
untapped source of revenue and must be
regulated 10 prowecr labor righs. If
brought into the svstem in a productve
way, it has the potenoal for even more

growth and susminabiliny,
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Technology

mnvolve the T governance ref

how the entire acovity using 1T 18 controlled-—nor just the T

department, but the busin cnowledge and informaton thar the

activiry requires for its successful operation,

Clutsourcing, in its most common form, involves the contracting out of one
or more of nizaton’s acovines w an enterprise outside the corp

or government bounds. The perspective of executives or directors o

able commuodity or

¢ to an alternanve suppher

with low transfer nsks. However, if what is outsourced is wvital for the

organizaton’s ability o operate, then 1T governance considerations and the
f and effectiveness of associared

performance become of high importance,
The rable below sets out types of acovines thar can be outsourced, the risks

associated with oursourcing such acovites and whar IT governance 1

should be considered.
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IT governance refers
to how the entire
activity using IT is
controlled - not just
the IT department,
but the business
knowledge and infor-
mation that the activ-
ity requires for its

successful operation.




Outsourced information management
and storage (all value stored, darabases,
customer files, key paramerers, erc.)

Very high risk - Depending on how
critical the informaton stored with the
OUISOUTCET 15

+ Consequences of loss or unauthor-
ised acoess via penetration or poor
SECUriy,

« Immediate impact, meaning this
Instant.

« Exposure to a wide specrrum of
risks, eg, loss, thefr, integriry
COFFUPLON, COMPEHIor access.

« Outsourcer  negotiating  power
through organisation dependence on
CONTNUINGE access,

HG_ ) E:G_" : _.i. i tions

* Ensure the outsourcing contract
covers acceptable access rights and
clear ownership of information,

* Ensure adequate backup and

disaster recovery arrangements have

been made. Executives should cire
specific successful
recovery testing, Directors should
request from CEO writen confir-
mation that this test has taken place.

evidence  of

¢ Inguire as 1o securiry over informa-
oon stored and communicaoons
channels with aceess to the informa-
fomn.

» Ensure that the cost of ousourced
service and the level of service
received meet strategic needs.

Ousourced core knowledge systems
and development of new, or mainte-
nance of cxisting, systems (corporate
memory, key
acovity processes, executive prefer-
ences, eic,)

knowledge  elements,

High to very high nsk—Depending on
how critical the outsourced knowledge
systems are 1o the organizatdon’s sorate-
gic operations:

+ Exposure o a wide spectrum of
risks, incloding intellecrual property
theft, process integrity corruption
and comperitor access.

* Dependence on an outsourcer o
develop new systems and/or associ-
ated intellecrual property can mean
extreme vulnerability or loss of
credibiliey.

* Ensure adequate backup and
disaster recovery arrangements have

been made.

* Inquire as to security over system
stored on the outsourcer’s servers or
in its computer installaton,

o Inguire into how systems access
information 1% stored by ousourcers
and the securty of
communication channels,

associated

* Inquire as to the level of the
organizaton’s dependency on the
outsourcer  for  development  or
maintenance of new or  existing
software; understand where knowl-
edge and necessary  competencics
covering systems now reside.

* Inquire as o project
management for new systems,

delivery

* Inguire as to system uptime and
maintenance performance.

» Ask if the contacred service and
uptime  operatonal  commitments
are being met by the oursourcer.
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Oursourced major computer installa-
tion and ancillary support services

Medium o high risk

» Establishing major dat centres run
by major outsourcers should lower
risk via economies of scale, experi-
ence, sound data centre procedures,
and deprh of supporring services,

o Organization outsourcing needs o
ensure that oursourcers installarion
15 soundly run and conrracrually
arrange access rights and verdfication
arrangements (possibly via a rhird
party such as a competent assurance
provider).

« Risks
organization does not monitor the
service received or the ongoing
condidon of the computer installa-
ton on which it depends.

arise where  outsourcing

| _;‘fnr Executives and Boards

* Ensure  adequate  backup  and
disaster recovery armngements have
been made and tested {as noted
previously)  with  participation  or
observers from  the orpanizanon

onsite,

« Inquire as o assurance reports on

installation  service  and  uprime

performance.

« Ask if the conmracted service and
uptime  operational  commitments
are being mer by the outsourcer.

Ousourced networks or communica-
fons

Medium 1o high risk

= Risks include illegal or malicious
{(hacking), denial-of-
attacks, informatdon  or
corruption,  inrellecrual

penetranon
service
system
property theft, viruses, worms and
Trojan horse attacks.

* Alternate network routing capabili-
tes must exist and have been rested
for major nerworks so single poing
of failure dependency  (bowdeneck
risk) is overcome,

* Insufficient communicanons capac-
ity slows processing or lengthens
CUsiomer !‘-l.!r\'ic[‘ centre TL'!{P[?I“SH:
nmes.

* Ensure adequare backup and
disaster recovery armngements have

been made and rested.

* Inquire deeply as o sccunty at all
points of the nerwork, extraners and
intranets, as well as over links o the
Internet, to Internet service provid-
ers (15Ps) and 1o the organization’s
web site,

* Inquire as o the adequacy of
bandwidth  or  communicanon
nerwork capacity to the organiza-
don, eg, does it meer strategic
needsr

o Ask if the conrracrted service and
uptime  operatonal  commitments
for nerworks and communication
channels are being mer by the
OUTSOLURCET.

Provision of computer equipment,
replacement of nerwork PCs and
servers, nerwork devices

Usually low nsk
» Alwernate suppliers available,

= (onrract does

commercial /entity needs over time,

ot mect

* Poor service s received leading o
lower productvity or higher down-
nme,

= Oursourced service provider does
not keep equipment current,

= Comply with reems of oursourcing
agrecment {service  received/
payments made),

* Brng to cxccutve or  directors’
artention only if a disaster ocours,
probably 1o seck recovery fund.

a6 Jowmrnal of The Institute of Bankers Pakistan




L5
138 u.'"'l- —

: i_l; ITER TEREE

By: M.A Khdn

nd1 a orsfo

The age old saying that “Crime is always a step ahead of the law" is equally relevant to the financial world. One
does not need to look far to notice that globally orchestrated efforts to combat terrorism financing and financial
crimes are relentlessly being matched by the criminals through innovation and diversity in their operations.

( : ompared ro today, the life during
the decades of the Afes and
mud-sixnes, seems much simpler

and as do the threats o the global finan

cial systems. A simple  third-party

InTr(J{!u::H: M1 Wiks g””tl L'l'l[“l.Hh Ty I':I!'IL'T! Hl

bank and walk-in  customers

were enterrained on the basis of primata-

ACCOLNT

cie evidence or simplu verbal or wrtten
statement. Then came the drug culture
which in irs wake brought politicking by
corrupt backed by the
Over tme  the
menace has assumed monstrous propor-

leadership
so-called  drug  lords,

don with devastating economic and
geopolitical rmmificanons at global as well
as country level.

Gone are the days when  suspicious
rransactons were scrutinized only within
the perspective of frauds or thefr, given
the elements of money laundering and
terrorism  financing, the  present-day
definition of suspicious transaction, also
known as ‘Red alerrs’ or *Red flag indica-
tors’ embraces 4 much broader range of

illegal activities.

The US. Treasury Department’s Finan-
Enforcement  Nerwork
(FinCEN)  defines suspicious  transac-

cial  Crmes
tons, as any transacion in which the
financial insomtion knows, suspects, or
has reason o suspecrt thar o

a) Invalves funds derived from  illegal
activiries or is intended or conducted in
order o hide or disguise funds or assers
derived from illegal actvides (including,
without limitation, the ownership, nature,
source, lncation, or control of such funds
or assers) as part of a plan o violate or
evade any law or regulaton or o avoid
any  ransacoon reporing  requirement
under federal Lo

by Aims o evade any regulations promul-
gated under the Bank Secrecy Act

¢) Has no business or apparent lawful
purpose or is not the sort in which the
particular customer would normally be
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expected to engage, and the financial

institurion  knows of no  reasonable
explanation  for the mansaction  after
examining the available facts, including
the background and possible purpose of

the transacnoon,

There are several precursors to idenfy
porennal suspicious actviry and while the
extstence of a single indicator does not
necessarily  warrant raising the flag it
should however warrant further monitor
ing & examinadon. Usoally it s the
existence of mulrple indicators  thar
ralses a suspicion of potentdal criminal
activity prompring a response to the
situation;  such  pracrices  should  be
discouraged 1if a fAasco in rmnsaction
monitoring process is o be avoided.

According o the prevaling  best
pracuces, the genesis of a routne suspi-
cious rransaction can possibly be raced

in any of the following categones:

» Cash Transactions, Unusually large

cash  payments  in cireumstances
where payment would normally be
made by cheque, bank draft, ewc,
soiled notes and for small denomina-
dons, cash deposits followed by
further transfer of funds w other

person on the same or next day.

«  Customer Profile. It covers factors
such as size or frequency of the
IMCONSISIent

ransacnon(s) thar s

with the normal actvites of the

customer,  the  poods/currencies

purchased, and/or the payment
arangements are inconsistent with
practice for the

normal vpe of

business  concerned,  customer’s

address is a post office box or C/0O a
third parry.

ik The existence of
multiple indicators that
raises a suspicion of
potential criminal
activity prompting a
response to the
situation.??

*  Customer Behaviour, This

include siruanons when the cusromer

Iy

15 unwilling o provide derails of
identty and  references,  customer
needs information on what has been
deposited in the account before a
large cash withdrawal or transfer o
false

abroad, use of iderrity

documents o send money.

The

ransacnon may involve LUNNECCssary

*  Transaction Surveillance.
complexity, use of front men and/or
shell companies, transactions in a
serics  structured  just  below  the
regulatory threshold for due diligence

identity checks.

The examples given above are just for
cition purpose; within each category
NUMErOUS  FANSACHOn  Scenarios  are
possible depending on the type and
location of a business, MNamre and
frequency of suspicious transactions are
often reflecove of loeal financial and
regulatory framework as well as business
culture; hence Red flag indicators may

vary from locaton o locaton,

For the sake of effective monitoring
the red
defined keeping in view the business
realinies,  for

flag mechanism  should be
instance, in  wholesale
vegemble markets it is likely thar almost
all transactions are cash-based, so allow-
ances in such situanons must be given in
transaction evaluanoon., Needless to say,
business dynamics must be  properly
understood before raising a Red flag,

Responding o the  ever-growing
challenges faced by country’s financial
system, Stare bank of Pakistan  have
recently revised the existing regulations
M-1 1o M-5 of Prudennal Regulanons on
Corporare/ Commercial Banking (BPRD
circular # 02 dated September 13, 2012)
o bring the same in line with Basel Core
Principles, Recommendations of  the
Financial Acoon Task Force and other
AML/CFT standards,

For ready reference, annexure 11 of the
circular contains cxamples of possible
suspicious transacrions which are divided

inte following four categornes.

&6 For the sake

of effective moni-
toring the red flag
mechanism should
be defined keep-
ing in view the
business realities,
for instance, in
wholesale vegeta-
ble markets it is
likely that almost
all transactions
are cash-based,
so allowances in
such situations
must be given?

*  Transacnons which do not make
CCONOMIC sense or inconsistent with

customer’s business or profile.

L) Transactions III'I-"-"i?'1'-"l1!5|E |:lr3.!i.' AN ES

of cash.

= Transacnons involving locatons of

concern & wire transfers,

= Transactions involving wnidentified
parties,

Fow dirmils mefer Annesure- 11 of the sad conculdar

I is widely acknowledged that the
on-going crusade aganst inancial came
network has helped the global financial
watch-dogs nghren the noose around the
criminals; however the fight  againse
H'II:H“:!.' [:‘Il,l|'|1.,:|{_'|1'|'I§?‘I jl.nl.,l DErronsm ﬁ.“:ll'll:'
ing is a long-haul bartle which is nor likely
o be owver any ome soon, it is nighomar-
ish to imagine the plighe of global finan-
cial systems if the existing AML / CFT
regulanons were not in place.
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FEELING AND THINKING

Same one strack Zayd a hard biow from befind. He
was about 1o refaliote,

b The process by which banks create
money is so simple thar the mind is

repelled. John Kenneth Galbraith

b Business is the arr of extracting
money from another man’s pocket
without resorting to violenee,

Max Amsterdam

ithen hiz assaiiant cried, 'Let me ask you a guesiion:
first answer /1, then sirike me.

{ struck the nape of your neck, and There was fhe
sound of @ sigp. Now | ask you in & friendly way -

Money 15 the opposite of the

weather, Nobody talks about it, bur

Wﬂmmmwwﬁwm evervbody does something about it

Rebecea Johnson

Zayd saia] " The poin | am suffering leaves me no Time
7o reflect on Hhis problem. » Money can’t buy friends, but it can

get you a berter class of enemies,

Spike Milligan

FPonger i yourself: fie wio feels fhe pain cannoi’ Think
of things dike Mis."

The pen is mighter than the sword,
bur no march for the accountant.
Jonathan Glancey

lntEl.ESti“g Qu“teq 4% Success is not final, failure 15 not

fatal: it is the courage to continue

- v . that counts - Winston Churchill
g Whenever you find yourself on the

side of the majoriy, it is time to
pause and reflect - Mark Twain 2 Have no fear of perfection - you'll
never reach i - Salvador Dali
o0 We are what we pretend to be, so we
must be careful about what we gV Be vourself ; everyone else is already
pretend 1o be - Kurt Vonnegut taken - Oscar Wilde
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It's true that numbers do notlie. And it's true that NIT has been the
investment leader for 50 years. We want you to continue to believe
in us. Continue to invest in trust.

Don’t fear the future, because the past with NIT is solid !

UAN: 111-648-648 www.nit.com.pk
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Save for Pakistan
Invest in Pakistan

“We ... in general and youngmen in particular do not know the value of
money. A paisa saved today is two paisa tomorrow, four paisa after that
and so on and so forth. Because of our addiction to living beyond means
and borrowing money we lost our sovereignty over this Sub-continent.”

Mohammad Al Jinnah

Founder of Pakistan
(Ziarat, 1948)
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