Annex 1.3 Proposed business policy and strategy of the bank


PROPOSAL
Business policy and strategy of the _______________ bank 

for the period of three years

Contents:
1. Introduction (optional)

2. Macroeconomic environment of the Republic of Serbia (optional)
2.1. Gross domestic product
2.2. Industrial output

2.3. Unemployment
2.4. Inflation
2.5. Monetary indicators

2.6. Foreign trade

2.7. Exchange rate
2.8. Public debt
2.9. Foreign direct investments
3. Business policy and strategy of the ____________ bank
3.1. Mission
3.2. Strategic objectives
3.3. Financing 
3.4. Banking products
3.5. Branch network 
3.6. Organisational structure
3.7. Management and human resources 

The Founding Assembly of _____________ (bank name), in its meeting held on _______________ , adopted the following 

1. Introduction (optional)

This section usually explains the reasons for the founder’s decision to establish a bank in the Republic of Serbia and gives a short overview of the macroeconomic environment in which the new bank is to operate. It is a summary of the entire document, developed further in the text.

2. Macroeconomic environment in the Republic of Serbia (optional)
This section usually gives an overview of the general macroeconomic environment in the Republic of Serbia in the past several years, with a special emphasis on the gross domestic product, industrial output, unemployment rate, inflation rate, monetary indicators, foreign trade, exchange rate, external debt of the Republic of Serbia and foreign direct investments, as some of more significant factors influencing the programme of activities (business plan) of the new bank. All these data are available on the website of the National Bank of Serbia, primarily in the part relating to statistics (also available in the English language).

3. Bank’s business policy and strategy
This section usually contains an overview of the vision and/or mission of the new bank and its founders, strategic objectives and fundamentals of the bank’s business policy with regard to planned sources of funding, offer of banking products and target group of clients, generalised overview of future organisation of business within the bank (sectors, sections, etc.) and network (branches, branch offices, etc.), as well as a general outline of the bank’s strategy and policy relating to management and human resources. As mentioned above, there is no mandatory content or form prescribed for this section, as it depends primarily on the founder’s direction and plans for the future bank.
3.1. Bank’s mission/vision
In this section, it is most often specified that the bank’s mission (vision) is: 
- leadership position in the market in all of its individual segments (loans, deposits, balance sheet total, etc.);
- establishing long-term business relations with clients, improving client satisfaction;
- innovative approach and quick response to market demands by developing new banking products (services);
- maintaining a balanced approach between profitability and corporate social responsibility;
- successful and prudential (cautious and conscientious) management of risks to which the bank is exposed in its operation;
- efficient and transparent organisation of the bank’s operation through internal division of tasks and network of organisational parts – bank’s branches (optimisation of internal organization and network);
- human resources development;

- IT infrastructure development;

- maintaining cost and productivity control.
3.2. Strategic objectives

E.g.:
1. Achieving a certain market share; 

2. Achieving cost efficiency;

3. Achieving a certain level of return on equity (ROE) and return on assets (ROA);  

4. Achieving and maintaining capital adequacy ratios at a specific level; 
5. Maintaining a specific level of liquidity; 

6. Achieving recognisability with respectable private and public sector clients; 
7. Achieving the status of attractive employer for promising talents; 
8. Demonstrating social-corporate responsibility through support to local employment and development of career possibilities within the Bank.

3.3. Funding

E.g.:


The bank will start its business operations with the initial capital of _________. Initially, the bank does not plan / plans the transfer of non-pecuniary assets into the bank’s initial capital. As the scope of the bank’s activities increases, additional capital will be provided by the bank’s shareholders and other (external) investors.

       3.4. Key characteristics of the market

E.g.:


On the basis of analysis of the banking sector of the Republic of Serbia (and the macroeconomic environment), this section highlights key features of Serbia’s banking market which are taken into account at the time the main strategic objectives of the future bank are defined relative to:
- total assets of the banking sector,
- ratio of loans to total assets,

- ratio of deposits to total assets,

- ratio of cash and cash equivalents to total assets,

- household loans as a share of  total assets,
- ratio of NPLs to total loans.

3.5. Target group of clients and offer of banking products (services)
This section usually provides a short overview of the most significant groups of clients and groups of products (services) which the bank intends to provide, e.g.:
· Current accounts,

· Deposits,

· Revolving loans and different types of loans for working assets,

· Investment loans,

· Subsidised loans in cooperation with the RS Government,

· Loans for investors,

· Safe keeping services,

· Factoring,

· Issuing guarantees, letters of credit and other documentary operations,
· Corporate credit cards, e-banking, etc.
3.6. Network
This section usually contains a short description of the planned pace of setting up the network and its expansion (e.g. in the first year of operations of the future bank, organisation of the head office and a possible opening of another branch or other organisational form in one of the major cities in Serbia; in the second year of operations, opening of other organisational forms in other towns, etc.). 
3.7. Organisational structure
This section most often contains a generalised overview of the planned internal organisation (and/or organisational structure) of the future bank, where care must be taken that risk management activities (middle office) and support activities (back office) are functionally and organisationally separated from risk assumption (front office), with a clearly defined division of employees’ tasks and duties whereby conflict of interests is prevented and a transparent and documented decision-making and implementation process ensured. Organisational structure may be illustrated by means of a diagram, with a clear specification of lines of responsibility and communication among bank bodies (assembly, managing and executive boards), special committees of the bank (audit committee, credit committee, assets and liabilities management committee and other committees, if any) and other organisational units of the bank (for risk management, internal audit, compliance, and other).
3.8. Management and human resources
 This section contains an overview of the criteria applied during selection of members of the bank’s managing bodies (managing and executive boards), committee members, other managers, and employment of other staff, as well as an overview of the planned pace of increasing the number of employees (possibly with specification of the preferred educational profile or jobs to which they will be appointed). This section should also include a plan of formation and expansion of the bank’s organisational network.
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