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Executive Summary  

 

This project is the part of our Master of Business 

Administration degree. The purpose of this project is to 

identify the need and scope of consumer finance in Pakistan, 

taking into account the global economic situation and problems 

at the banking and consumers end. With the current economic 

situation prevailing worldwide, consumer finance has taken the 

hardest toll in terms of profitability and sales. Although 

Pakistan is not as credit dependant as most foreign countries, 

but there have been repercussions as well. 

Consumer finance is a division of retail banking that deals with 

lending money to consumers. Consumer finance is a tool used by 

State Bank of Banking (SBP) to regulate the economy through 

potential causes of inflation, Demand–pull pressure and cost-

push pressure. Such as, if low cost money is put in the hands of 

consumers, they will pay money for to satisfy their personal 

desires and social needs. When consumers spend money, it propels 

the economy, thus economy is driven by consumer spending, that 

is why; the whole idea of economy is on increase spending. The 

real recipients of consumer finance are the people who did not 

have capacity to purchase expensive household items in their 

tight income level, but could afford them because of financing. 

Consumers and banks are the ultimate beneficiaries of the 

consumer finance and there is always a win-win situation. 

 In Pakistan, State Bank of Pakistan (SBP)is favoring Consumer 

Financing in sequence to  enhance economy through elevated focus 

and control on this sector. However, High rates of inflation, 

spiraling services charges and deterioration in quality of 

services along with the downturn in the economy have brought 
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down the demand for personal loans, credit cards and auto 

financing (Consumer Financing). On the Other side, banks are 

hesitating to take more exposure in this sector due to upfront 

problems in terms of recovery and collection, income constraints 

and over look debt burden which have raised difficulties for 

them to consolidate quality portfolio. 

Moreover, there are various State Bank Regulations in place as 

well that help to elude a lot of risk, e.g. CIB report, data 

check, verifications and debt burden ratio.  

In order to revive the growth of consumer financing and 

eventually overall economic situation of the country, Banks 

should increase the ability to deliver significant and 

sustainable improvements in profitability through developing 

effective strategy, understanding customer behavior, data mining 

and measuring the scale of problem. 
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Introduction 

Background 

Banks & DFIs in Pakistan works under the regulations of the 

State Bank of Pakistan, the four major sectors in which SBP has 

divided banks operations are Corporate, SME, Agriculture and 

Consumer. SBP provide regulations according to which all banks 

should work & continuously keep a track that banks are complying 

through the regulations or not. 

From the time 2002 to 2007, Pakistan observed a remarkable 

development of consumer banking. This unparalleled development 

has tracked privatization of state-owned banks, banking 

restructurings brought about by the State Bank of Pakistan and 

an progressively marketing-oriented tactic mainly designed by 

banks at a large urban consumer base. 

Be they big or small bank, foreign or local, each one of them is 

attracted towards making its presence in a competitive 

atmosphere that is the result of consumer banking. Foriegn banks 

such as ABN AMRO (Acquired by RBS and then by MCB), Citibank and 

Standard Chartered have the backing of the knowledge base and 

reserves of their foreign partners which made them first to lead 

products, services and innovative technologies to their consumer 

base. 

Very aggressive were the freshly privatized banks, UBL, HBL and 

MCB which have addressed in consumer financing activities in not 

just vital cities but smaller ones too, by advantage of their 

enormous branch network. In doing so, they have produced 

enormous volumes of commerce while at the same time lashing down 

the prices of the products they offered.
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rupees. By the end of 2004, it was worth Rs. 17 billion. 

Likewise, since 2003 when it was privatized, UBL had thrown 12 

to 14 new products and conferring to its Representatives, each 

one of them has been a market front-runner on month-to-month 

acquisition volume. And where the local banks such as Soneri, 

Askari and Union deficiency in technology, they make up by 

offering alike services at a much lesser charges in urban areas. 

 

The worldwide economic meltdown, drooping economy and national 

timidity are unfavorably affecting the business situation. As a 

result, banking sector realized an immediate upsurge in NPLs 

during the last two quarters, portentous substantial upsurge in 

credit risk. The NPLs to loan ratio upsurge by 2.4% points to 

11.5%. The souring credit circumstances have enhanced this 

increase; while slowdown in economic activities led to 4.4% 

deterioration in gross advances. 

The infested portfolio of the banking system augmented by 21% to 

Rupees 379 (billion) during the quarter. Upsurge in NPLs is 

realized in almost all banks; however, considerable upsurge took 

place in medium size and small sized banks. In some cases 

upsurge in NPLs increased than decrease in advances. 

Infected ratio of consumer finance augmented with decreasing 

lending portfolio and increasing NPLs. The infected ratio of  
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consumer finance portfolio increased by 1.2 percentage points to 

8.1 over the quarter. 

 

Problem Statement 

Rising interest rates, spiraling services charges, deterioration 

in quality of services and current Financial Meltdown are 

bringing down the demand for personal loans, credit cards and 

auto financing. Consumer banking is facing new challenges as a 

result of interest hikes. 

Problems in consumer banking due to which some banks temporarily 

stop consumer financing; why  some banks haven‟t excuted full and

complete consumer banking? its side-effect on economic development 

will be studied. 

 

Objectives of the study 

Since 2002, Consumer Banking has made marvelous development and

has played a positive role in improving the economy and in 

meeting the needs and requirements of the consumers. Whether 

large or small bank, multinational or local, each one of them is 

moved towards making its mark in an already competitive 

environment that is the outcome of consumer banking.  

 
Now the diminishing economy due to Political instability, 

Extremism, Global Financial Crunch and decrease in the level of 

household income (Relative to Inflation) have created many 

challenges for consumer banking. In this research the past, 

present & future of consumer banking will be analyzed.  
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This report will describe and will present an overview of the 

problems in existing system of consumer banking from the point

of view of  borrowers and lenders and explore the future 

challenges and opportunities in consumer banking area. 

Main Objectives:  
.
�
�
 Problems in existing system of consumer banking  �
�
 Problems beared by Lenders and Borrowers �
�
 Solution for problems beared by lenders & borrowers  �
�
 Exploration of opportunities in future  �
�
 Role of consumer banking in Economic Development  
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Research Methodology  

 

Strategy for Data Collection  

Two survey forms have been designed; one for the bank‟s staff 

and one for bank‟s customers to identify the problems and 

solutions faced by borrowers & lenders in the area of Consumer 

Banking. Five interviews have been conducted at different banks.  

The selected multinational banks are the major market players 

of consumer banking in Pakistan while the local banks are 

three large banks (MCB, HBL & UBL), two medium size banks (ABL & 

AKBL) and one small size bank (Soneri Bank).  

 
Primary Data collection  

Surveys  

Survey Form – I (for bank’s staff) was completed by only those 

banks employees which are employed in the area of sales, credit, 

operations, branch management or any other area which is 

specific to consumer banking. All these banks staff was 

directly or in-directly  in consumer banking so they have 

a clear vision of consumer banking sector.

  
Survey Form – II (for bank’s customer) was completed by the 

customers of selected local and foreign banks in Pakistan. 

There are two conditions to be able to fill out the 

form that the banks that person must have a bank account in any 

local or foreign bank and have some idea of consumer banking.   
 
Interviews  
 

 
Five interviews have been conducted by the branch/relationship 

managers of two foreign and three local banks. 
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 High Interest (Macro-Level), wrong policies, lack of 

education, etc are the factors (Micro-Leve) for decline of 

consumer banking industry  

 Consumer Banking is a highly attractive banking 

sector though its bearing a lot of problems. 
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 Information System  

 Islamic Banking  

 Legal Services  

 Payment System  

 Research  

 Statistics  

 Real Time Gross Settlement System (RTGS System)  

 Small and Medium Enterprises  
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Public Sector Comm. 

Banks 

Public Sector Comm. 

Banks 

Public Sector Comm. 

Banks 

Public Sector Comm. 

Banks 

    

Habib Bank Ltd 

National Bank of 

Pakistan 

National Bank of 

Pakistan 

National Bank of 

Pakistan 

National Bank of Pakistan First Women Bank Ltd First Women Bank Ltd First Women Bank Ltd 

United Bank Ltd The Bank of Khyber The Bank of Khyber The Bank of Khyber 

First Women Bank Ltd The Bank of Punjab The Bank of Punjab The Bank of Punjab 

The Bank of Khyber    

The Bank of Punjab    

    

Local Private Banks Local Private Banks Local Private Banks Local Private Banks 

Askari Comm. Bank Ltd Askari Comm. Bank Ltd Askari Comm. Bank Ltd Askari Comm. Bank Ltd 

Bank Alfalah Bank Alfalah Bank Alfalah Bank Alfalah 

Bank ALL Habib Ltd Bank ALL Habib Ltd Bank ALL Habib Ltd Bank ALL Habib Ltd 

Bolan Bank Ltd Bolan Bank Ltd Faysal Bank Ltd Faysal Bank Ltd 

Faysal Bank Ltd Faysal Bank Ltd Metropolitan Bank Ltd 

Habib Metropolitan Bank 

Ltd 

Metropolitan Bank Ltd Metropolitan Bank Ltd Prime Comm. Bank Ltd Prime Comm. Bank Ltd 

Platinum Comm. Bank Ltd Prime Comm. Bank Ltd Muslim Comm. Bank Ltd Muslim Comm. Bank Ltd 

Prime Comm. Bank Ltd Muslim Comm. Bank Ltd Soneri Bank Ltd Soneri Bank Ltd 

Prudential Comm. Bank Ltd Soneri Bank Ltd Allied Bank of Pakistan Allied Bank of Ltd 

Gulf Comm. Bank Ltd 

Allied Bank of 

Pakistan KASB Bank Ltd KASB Bank Ltd 

Soneri Bank Ltd KASB Bank Ltd United Bank Ltd United Bank Ltd 

Union Bank Ltd Union Bank Ltd Union Bank Ltd 

Bank Islami Pakistan 

Ltd 

Muslim Comm. Bank Ltd United Bank Ltd Saudi Pak Bank Ltd Saudi Pak Bank Ltd 

Allied Bank of Pakistan PICIC Comm. Bank Ltd Meezan Bank Ltd Meezan Bank Ltd 

Trust Bank Ltd Saudi Pak Bank Ltd Habib Bank Ltd Habib Bank Ltd 

Indus Bank Meezan Bank Ltd PICIC Comm. Bank Ltd PICIC Comm. Bank Ltd 

 Habib Bank Ltd Crescent Bank Ltd Crescent Bank Ltd 

 Crescent Bank Ltd Dawood Bank Ltd JS Bank Ltd 

 Dawood Bank Ltd NIB Bank Ltd NIB Bank Ltd 

 NDLC-IFIC Bank Ltd My Bank Ltd My Bank Ltd 

   

Standard Chartered Bank 

Ltd 

   Arif Habib Ltd 

   Atlas Bank Ltd 

   Dubai Islamic Bank Ltd 

    

Foreign Banks Foreign Banks Foreign Banks Foreign Banks 

    

ABN AMRO Bank Ltd ABN AMRO Bank Ltd ABN AMRO Bank Ltd ABN AMRO Bank Ltd 

Albaraka Islamic Bank Albaraka Islamic Bank Albaraka Islamic Bank Albaraka Islamic Bank 

American Express Bank American Express Bank American Express Bank The Bank of Tokyo 

ANZ Grindlays Bank The Bank of Tokyo The Bank of Tokyo Citibank 

Bank of America Citibank Citibank Deutsche Bank 
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Bank of Ceylon Deutsche Bank Deutsche Bank HSBC 

The Bank of Tokyo Habib Bank AG Zurich Habib Bank AG Zurich Oman International  

Citibank HSBC HSBC S.A.O.G 

Credit Agricole Indosuez 

Banking Corporation 

Ltd Banking Corporation Ltd Banking Corporation Ltd 

Deutsche Bank Oman International  Oman International   

Doha Bank S.A.O.G S.A.O.G  

Emirates Bank 

International Rupali Bak Ltd Rupali Bak Ltd  

Habib Bank AG Zurich 

Standard Chartered 

Bank Standard Chartered Bank  

HSBC    

Banking Corporation Ltd    

IFIC Bank Ltd    

Mashreq Bank PJSC    

Oman International     

S.A.O.G    

Rupali Bak Ltd    

Societe General    

Standard Chartered Bank    

    

Specialized Banks Specialized Banks Specialized Banks Specialized Banks 

Agricultural Development 

Bank of Pakistan 

Zari Taraqiati Bank 

Ltd Zari Taraqiati Bank Ltd Zari Taraqiati Bank Ltd 

Industrial Development 

Bank of Pakistan 

Industrial Development 

Bank of Pakistan 

Industrial Development 

Bank of Pakistan 

Industrial Development 

Bank of Pakistan 

Federal Bank for Co-Operatives SME Bank Ltd SME Bank Ltd 

Punjab Provincial  

Co-Operatives Bank Ltd 

Punjab Provincial Co-

Operatives Bank Ltd 

Punjab Provincial Co-

Operatives Bank Ltd 

Punjab Provincial Co-

Operatives Bank Ltd 
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Products / Service in Banking Sector  

 
Important services in banking industry are;  

 SMS Alerts Current Accounts  

 Foreign Currency Accounts  

 E-Statements Merchant Services  

 Remittance Service 

 Investment Banking  

 SWIFT Service  

 Current Accounts 

 ATM  

 Pay Order 

 Demand Draft 

 Auto Loans 

 Personal Loans 

 Credit Cards 

 Business Loans 

 Running Finance 

 Balance Transfer Facility 

 Online Banking  

 Internet Banking 

 Mobile Banking 

 Telephone Banking  

 Term Accounts  

 Savings Accounts  

 Cash Management Service 

 Statements by Fax  

 Business Loans 



 



 



 



 



 



 



Banking Companies Ordinance (BCO)-1962. The CIB is a slice of 

Banking Surveillance Section of the State Bank of Pakistan 

(SBP). 

Role of CIB:   

The CIB plays a vital part in stimulating financial discipline, 

healthier credit risk management and making wise lending 

decisions. It is internationally accepted that a well-developed 

financial sector must have active credit risk revealing and 

management system to assign credit efficiently. The CIB helps 

financial organizations in handling credit risk and evaluating 

true credit worthiness of current as well as potential 

borrowers. 

The Credit Information Bureau also support financial 

organizations to make well cognizant credit decisions in well-

timed manners reducing the credit risk. All fund and non-fund 

base credit services regardless of any unsettled amount are 

being reported to the CIB. Reporting to the CIB is obligatory 

for all follower of financial institutions (FIs).   

Two types of reports can be generated from eCIB system: 

1. Consumer Credit Information Report   

2. Corporate Credit Information Reports   

Electronic Credit Information Bureau (eCIB):   

The very purpose of forming a CIB at SBP was to encourage sound 

credit culture, practicality and proficiency among financial 

organization. The scope and supervision of CIB database was 

further improved in April, 2006 when a new look VPN based e-CIB 

system with improved features started its actions. The main 

features of new eCIB system involved the followings; 
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 Separate Corporate/Consumer reports & data input format   

 Provisions for consumer credit & nonpayment history   

 Provisions for online alterations & Interim updates   

 History of credit analyses made by the financial 

organizations 

 Web centered Help Desk for online inquiries & complaints   

 Online technical help to the financial organizations 



Consumer Banking in Pakistan   

Consumer banking is one of the attractive and a fast rising 

sector of Pakistan Banking Industry, and also important interest 

point for the banks. Firstly the consumer banking sector was 

only absorbed by the multinational banks but its efficiency and 

profitability appealed others to come towards this area but 

still the significant portion of consumer banking in Pakistan is 

in the hands of multinational banks.   

In a general logic, institutional provisions that provide 

consumers with financing funding to enhance their consumption 

and as a result thereof, advance their criterions of living 

should fall within the wide-range definition of consumer 

finance. For the past fifty years commercial banks in Pakistan 

had entirely overlooked consumer financing as an activity. 

Consumer banking is a vast business area with great profits 

enormous potential for advancing economic situations. But the 

banking sector has to upkeep more for its customers rather than 

merely about itself. It needs to offer itself. It needs to offer 

healthier services at superior terms and needs to update the 

consumer entirely and fully regarding the services. 

Consumer loan, amplified by Rupees 17 (billion) or 5% through 10 

months of FY07-08 paralleled to a growth of 13% during the 

similar period last year. Inside the consumer financing, maximum 

share was in personal loans at 39% trailed by car financing 30%, 

housing loans 18%, and credit cards at 12% as at end April, 

2008. Progress in consumer finance persisted slow as compared to 

last year primarily because of high interest rate, slow pace of 

retrieval, stringent risk management system of banks etc. 
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Consumer loans have deteriorated to Rs 326.1 (billion) as of 

December 2008 from Rs 353.8 (billion) as of June 2008. Inside 

consumer finance, maximum share is of personal loan at 40% 

trailed by car finance at 28%, housing finance at 20% and credit 

cards at 12% as at end December 2008. 

According to a study, credit cards loans have advanced from 

Rupees 33.538 (billion) during first of last calendar year to 

Rupees 42.822 (billion) during first half of existing calendar 

year. Similarly, personal loans have advanced from Rupees 

120.517 (billion) in H1 CY 06 to Rupees 142.373 (billion) in H1  

CY 07. Development in auto loans has not been less remarkable. 

It listed an upsurge of approximately Rupees 8.0 (billion) from 

Rupees 97.777 (billion) to Rupees 105.444 (billion) during the 

conforming period of development of credit cards and personal 

loans. Housing loans have also listed an upsurge of roughly 

Rs11.0 billion in H1 CY 07 from Rupees 43.205 (billion) in H1 CY 

06. 

 

Exposure per Borrower 
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Million 

Average 6 Years 4.25 

Million 

14% 15.45% 

 

Auto Loans by offered by  following Foreign Banks 

Bank Name Maximum 

Tenure 

Maximum 

Limit 

Minimum 

Down 

Payment 

Maximum 

Interest 

Rate 

Citi Bank  7 Years 7.5 Million 10% 16% 

ABN AMRO 7 Years 10 Million 10% 15% 

Standard Chartered Bank 7 Years 6 Million 10% 13.90% 

 

Home Loans  

The loans issued for Buying, Building or Renovation of houses/land 

are catagorised as home loans. For home loans both fixed rate and 

variable rate options are also there. The maximum duration limit given

by banks for home loans is generally 20 years.

  

Home Loans by Local Banks 

Bank Name Maximum 

Tenure 

Maximum 

Limit 

Minimum 

Down 

Payment 

Maximum 

Interest 

Rate 

Soneri Bank Limited 10 

Years 

5 

Million 

70:30:00 15% 

National Bank of Pakistan 20 

Years 

35 

Million 

85:15:00 KIBOR + 

4% 

MCB Bank 25 

years 

20 

Million 

70:30:00 14% 

United Bank Limited 20 

Years 

50 

Million 

75:25:00 14% 

Habib Metropolitan Bank     

Faysal Bank 20 

Years 

20 

Million 

80:20:00 15% 

Average 19 

Years 

26 

Million 

76:24:00 14.40% 

 



 

37 

 

 

Home Loans by Foreign Banks 

Bank Name Maximum 

Tenure 

Maximum 

Limit 

Minimum 

Down 

Payment 

Maximum 

Interest 

Rate 

Citi Bank  20 

Years 

20 

Million 

80:20:00 18% 

ABN AMRO 20 

Years 

30 

Million 

80:20:00 15.31% 

Standard Chartered Bank 20 

Years 

20 

Million 

70:30:00 15% 

Average 20 

Years 

23 

Million 

76:24:00 16% 

 

Personal Loans  

Personal Loans are generally un-secured type of loans but in 

specific cases when the amount of personal loans is greater than the 

normal limit its remaining portion must be secured. Personal 

loans are loans for marriage,purchase of consumer durables, 

furnishing, education and traveling, etc. Generally the maximum limit 

for personal loans is Rs.500,000/ 

 

Personal Loans by Local Banks 

Bank Name Maximum 

Tenure 

Maximum 

Limit 

Maximum 

Interest 

Rate 

Soneri Bank Limited 5 Years 500,000 17% 

National Bank of Pakistan 5 Years 490,000 14% 

MCB Bank 5 Years 500,000 27% 

United Bank Limited 5 Years 500,000 25% 

Habib Metropolitan Bank 5 Years 500,000 22% 

Faysal Bank 5 Years 500,000 22% 

Average 5 Years 498,000 21.66% 
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Personal Loans by Foreign Banks 

Bank Name Maximum 

Tenure 

Maximum 

Limit 

Maximum 

Interest 

Rate 

Citi Bank  5 Years 500,000 21% 

ABN AMRO 5 Years 500,000 28% 

Standard Chartered Bank 5 Years 500,000 26% 

Average 5 Years 500,000 25% 

 

 

 

Credit-Debit Cards  

Credit Cards are cards which allow a customers to make payment 

on credit. Supplementary credit cards are considered part of the 

principal credit card. Initially only foreign banks are offering 

credit cards in Pakistan but now many local banks is also 

offering credit card facility. Credit Card is covered by three 

networks VISA, Master Card & American Express.  

Debit cards are given to account holders of any bank in 

Pakistan.The amount used by the debit card holder is directly 

debited from the account of the card holder. Debit cards are accepted 

at all ORIX Network in Pakistan and it can also be used as ATM 

cards which are covered by 1-Link & M-NET network in Pakistan.  
 Credit Cards by the following Local Banks 

Bank Name Maximum 

Limit 

Maximum 

Interest 

Rate 

Soneri Bank Limited   

National Bank of Pakistan   

MCB Bank 500,000 35% pa 
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United Bank Limited 500,000 37% pa 

Habib Metropolitan Bank   

Faysal Bank   

Average 500,000 36% pa 

 

Credit Cards by the following Foreign Banks 

Bank Name Maximum 

Limit 

Maximum 

Interest 

Rate 

Citi Bank  500,000 39% pa 

ABN AMRO 500,000 39% pa 

Standard Chartered Bank 500,000 36% pa 

Average 500,000 38% pa 

 

Deposit Accounts  

Commercial banks offer different/Unique kinds of deposit 

accounts these account varyranges from customer to customer to fill 

the need of every type of customer. Some of the accounts provide 

high interest while some pay low interest & some don‟t pay any 

interest. Some prominent categories of deposit accounts are;  .
�
 Current Accounts  �
�
 Saving Accounts  �
�
 Foreign Currency Accounts  �
�
 Business Accounts  �
�
 Term Deposits Accounts  

 

Wealth Management  

Wealth management is a new kind of service introduced in 

consumer banking sector now days. It covers all aspects of 

securing future of bank‟s customers it includes insurance, tax 

advisory, financial consultancy, investments plans, etc. Yet 

wealth management service are mainly covered by few foreign 
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Problems faced by borrowers  

The main problems faced by customers in availing a consumer loan 

are inadequate guidance, slow- processing and bank statement. In 

our survey 56% of respondents said that they are facing problems 

in getting consumer loans. 

 
Customer Survey 

 

 

Local

87%

Foreign

13%

In which bank you maintain your account?

Very High

49%

High

29%

Average

17%

Low

5%

How will you rate your bank Charges? 
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Irrelevant 

Information

7%

Improper 

Guidance

24%

Slow 

Processing

36%

Bank 

Statement

31%

N/A

2%

Are you facing any problem in availing
 consumer loans?

Yes

24%

Yes (Some 

Extent)

43%

No

33%

Are you satisfied by the time period for 
consumer loans?
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Graph of Descriptive Study  

Whether home loan, credit card, personal loan, auto loan or personal 

loan for which customer has applied, it is essential that customer 

has a bank account and a good bank statement, this marks easier for 

a customer to obtain a loan and also support banks to evaluate its 

customers well, but then again most of the time people apply for a 

consumer loan even do not have bank account or they are not actively 

exercising their account that makes problematic for them to obtain 

a loan. 

The most vigorously obtained consumer financing product is Credit 

Card but the major problems confronted by bank customer is that it 

has a very high interest rate, it very easy for customers to obtain 

a credit card currently as it do not need any Bank security, but major 

thing that is obligatory by the bank is to issue a credit card if 

customer has a bank account with a good reputation.  

Though it is easy to obtain a credit card but then again due to high 

interest rate, it becomes problematic for customers to reimburse the 
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amount spend through credit card and postponed in their payment, 

upsurges customer debt burden gradually due to high penalties. In many 

cases when the card holders delay the payment for an extended period 

it even upturns the amount, for example interest charges and various 

other charges more than the principal amount. 

Very limited customers realize that the interest rate charged on 

consumer finance products by the banks and FIs is too high as equaled 

to basic interest.  

Regardless of of many alterations in bank strategies and strict 

guidelines by State Bank of Pakistan, borrowers are experiencing 

concealed charges. In our project study more than sixty-six percent 

of respondents said “we are experiencing hidden charges.” Banks do 

not openly declare their various hidden charges at the time of 

dispersing loans, or opening an account resulting in problems for the 

bank customers. 

At last, unmaintainable weight of debt servicing enforced borrowers 

to shut down their businesses & households terminated up with adverse 

equities. Keeping the critical equilibrium between investments, 

saving & customer debt servicing capability is only possible if input 

prices endure steady affording business to survive their productivity 

& interest rates also persist to guarantee that in the medium-term, 

debt servicing burden remains reasonable for both customers & 

producers. 

Problems faced by lenders 

Conferring to our project study at various banks in maximum of the 

respondents for example 84 percent replied “middle-class is the key 

segment for dispensing consumer loans, the motive behind this is that 
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the middle-class has a healthier ability of reimbursement the loans 

as equate to lower-class whose income source is generally very low 

& not consistent which intensifies the chance of default & the 

superior class do not have such requirements of a consumer loans.   

The most chosen consumer financed products offered by banks are credit 

cards & personal loans. High interest rate is charged on Credit Cards 

therefor easy terms to issue the highest no of loans are in the domain 

of personal loans and thereafter credit cards. 

Conferring to a study 1.5 (million), the number of borrowers of credit 

cards discloses that an average customer has more than one credit 

cards at the same time. Non performing loans of this category upsurge 

to Rupees 7 (billion) in 2007 from around Rupees 3 (million) in 2005. 

At an average a customer owns 2 to 5 credit cards & also likes to 

roll-over the credit by making least payment. The outcome is 

continuous upsurge in the liability & decisive failure to pay. 

The major segment in term of loan amount is home & auto loans but then 

again banks are concentrating more on borrower’s current repayment 

capacity & least on long-term capacity. Therefor in event of failure 

to repay on home & auto loans 100 percent retrieval becomes 

problematic for banks. Issues like repayment capacity, Liquidity, 

readiness to payback are also significant but then again if banks 

emphasis further on the borrower’s longterm capacity it can be 

guaranteed that most of the loan should be recovered.  

Auto loans have become very difficult to tackle for banks. The 

defaulter’s rate augmented at astonishing rates. Thereafter 

recovered cars are auctioned at very lower prices which do not 

recuperate the whole amount advanced by bank.  
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Most of the participants in our project survey (bank’s staff) said 

that the main causes for defaults on consumer loans is inappropriate 

assessment and consumer willingness, due to inappropriate valuations 

by banks staff the nonpayment case occurs it may be true that the;  

If a customer’s salary is worthy, he is capable of payingback loan 

but if the customer is not enthusiastic to payback the loans the 

non-payments cannot be stopped. 

 

Bank Survey Results 
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amount spend through credit card and postponed in their payment, 

upsurges customer debt burden gradually due to high penalties. In many 

cases when the card holders delay the payment for an extended period 

it even upturns the amount, for example interest charges and various 

other charges more than the principal amount. 

Very limited customers realize that the interest rate charged on 

consumer finance products by the banks and FIs is too high as equaled 

to basic interest.  

Regardless of of many alterations in bank strategies and strict 

guidelines by State Bank of Pakistan, borrowers are experiencing 

concealed charges. In our project study more than sixty-six percent 

of respondents said “we are experiencing hidden charges.” Banks do 

not openly declare their various hidden charges at the time of 

dispersing loans, or opening an account resulting in problems for the 

bank customers. 

At last, unmaintainable weight of debt servicing enforced borrowers 

to shut down their businesses & households terminated up with adverse 

equities. Keeping the critical equilibrium between investments, 

saving & customer debt servicing capability is only possible if input 

prices endure steady affording business to survive their productivity 

& interest rates also persist to guarantee that in the medium-term, 

debt servicing burden remains reasonable for both customers & 

producers. 

Problems faced by lenders 

Conferring to our project study at various banks in maximum of the 

respondents for example 84 percent replied “middle-class is the key 

segment for dispensing consumer loans, the motive behind this is that 
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the middle-class has a healthier ability of reimbursement the loans 

as equate to lower-class whose income source is generally very low 

& not consistent which intensifies the chance of default & the 

superior class do not have such requirements of a consumer loans.   

The most chosen consumer financed products offered by banks are credit 

cards & personal loans. High interest rate is charged on Credit Cards 

therefor easy terms to issue the highest no of loans are in the domain 

of personal loans and thereafter credit cards. 

Conferring to a study 1.5 (million), the number of borrowers of credit 

cards discloses that an average customer has more than one credit 

cards at the same time. Non performing loans of this category upsurge 

to Rupees 7 (billion) in 2007 from around Rupees 3 (million) in 2005. 

At an average a customer owns 2 to 5 credit cards & also likes to 

roll-over the credit by making least payment. The outcome is 

continuous upsurge in the liability & decisive failure to pay. 

The major segment in term of loan amount is home & auto loans but then 

again banks are concentrating more on borrower’s current repayment 

capacity & least on long-term capacity. Therefor in event of failure 

to repay on home & auto loans 100 percent retrieval becomes 

problematic for banks. Issues like repayment capacity, Liquidity, 

readiness to payback are also significant but then again if banks 

emphasis further on the borrower’s longterm capacity it can be 

guaranteed that most of the loan should be recovered.  

Auto loans have become very difficult to tackle for banks. The 

defaulter’s rate augmented at astonishing rates. Thereafter 

recovered cars are auctioned at very lower prices which do not 

recuperate the whole amount advanced by bank.  
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consumer loans?
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Opportunities  

The most favorite group for dispensing consumer loans is 

salaried individuals, one of the most vital motives behind this 

is reliability and regular source of income or in the event of 

any problem to them, their employers can also be consulted for 

any inquiry. The two other groups are businessman and self-

employed persons are selected afterward organizational 

employees, these two groups also have can also provide a 

countless commerce to consumer banking industry, but then again 

appropriate conditions and polices must be arranged to 

distribute more loans to them. 

One of new idea presented in the area of consumer banking is 

Wealth Management Service (WMS). The service is categorized as a 

cutting-edge sort of financial planning that delivers high net 

worth persons & families with classified banking, asset 

management, investment management, legal resources, and estate 

planning with the aim of supporting and developing long term 

wealth.  

During project study more than 48 percent respondents said, they 

do not have any knowledge of wealth management service (WMS). 

Though 40 percent of the respondents said, their bank is giving 

Wealth Management Services because insurance is too the part of 

Wealth Management Services and several banks are giving 

insurance service to their accounts holders having saving 

accounts but then again there is no concept of Wealth Management 

Services. 

To develop the consumer banking commerce through Wealth 

Management Services banks should generate more knowledge about 
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Wealth Management Services and its profits should be underlined 

so that consumer banking industry could develop on time.  

The consumer banking industry has a lot of future prospective to 

present new services and products, during our project study we 

asked the banks clienteles “which new service would you like to 

be announced?” several respondents highlighted that they want 

Money at door step to be announced. 

Afterwards the most liked new service to be presented is Online 

Interbank Transfer Facility (OITF). The objective of consumer 

banking is to deliver high suitability to their prospective. 

Services like Online Interbank Transfer Facility and Money at 

door step should be announced quickly as they will deliver high 

relief to banks customers. 
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 Redesign Organizational Structures, make more effective use 

of systems and use optimal metrics 

 

Improved Customer Profitability 

 Structure the most effective strategies for acquisition of 

profitable customers 

 Develop „Price Optimization Models‟ for new acquisition 

based on risk & utilization 

 Design the optimal combination of offer, segment and 

channel from a risk perspective 

 

Effective Risk Management 

 Identify which of your customers have the greatest 

propensity for fraud & attrition 

 Determine how best to assess prospective customer‟s 

creditworthiness or ability to pay 

 Structure an integrated system which enables you to manage 

customer relationship across different product lines. 

 Increase arrears management efficiency through appropriate 

contact strategies based on customer risk 

 

Key areas of our Consumer Banking expertise are: 

Developing effective channel strategy 

Over the past few years a number of leading retail banks have 

launched initiatives to improve branch performance. Although 

these initiatives have made an incremental improvement, there 
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are a number of challenges that limit the ability to deliver 

significant, sustainable improvements in profitability.  

These include:  

 Difficulty in engaging customers that are using the branch 

network purely on a transactional basis  

 Lack of staff motivation to meet targets created and 

imposed by senior management 

To drive profitability, Bank T&D Consulting will help you: 

 Formulate the most effective channel strategy for customer 

acquisition and management 

 Redesign and reengineer some of the existing branch and 

centralized operations 

 

Understanding customer behavior 

Some banks have a relatively rudimentary understanding of how 

customers behave in the branch environment. This is often built 

on supposition and personal experience. Examples are: Which is 

more significant for customers, the waiting time or the 

perception of waiting time, i.e. the speed of the line and 

activity of staff behind the counter? Do customers understand 

which part of the branches are the right ones for them to visit 

when they walk in, i,e. should they go to the ATM, the tellers 

or the service desk? 

At Bank T&D Consulting we recognize that Data Mining & Analytics 

offer a very powerful set of tools to fully understand customer 

behavior and needs. We believe that: 
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 Customer-related information is a source of competitive 

advantage. Increasing understanding of this, together with 

technological advances in data storage will generate an 

ever increasing amount of useful operational data. 

 Data mining is an indispensable technology too to exploit 

patterns of information from massive customer-focused 

databases. 

 Data mining processes will vary greatly from bank to bank 

and therefore related applications need to be adjusted to 

specific business situations 

 Data mining is not the isolated usage of one or two 

esoteric techniques but a very practical methodology: 

Sample, Explore, Manipulate, Model, and Assess (SEMMA). 

This methodology helps to get data mining processes 

established even with limited analytical expertise. 

 

Developing effective risk management strategy 

Bank T&D Consulting will help you measure and manage Credit and 

Operational risks more effectively, reduce the potential for 

large unexpected losses, improve understanding of businesses‟ 

profitability after the impact of all risks, and deliver 

improved returns for shareholders. We will work with your team 

to help design an innovative and market-leading methodology for 

measuring risks, and to implement this across Consumer& Retail 

Banking. 

 

Measuring the scale of the problem 

In order to effectively manage risks, the bank must first be 

able to identify measure and quantify their impact on 
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profitability of different business lines. Most approaches used 

currently to measure risk are either completely qualitative, 

depending on subjective judgments of risk likelihood and impact 

by business managers, or completely quantitative, relying on the 

history of losses in the business. At Bank T&D Consulting we 

believe that neither of these two approaches alone will 

accurately measure risks and motivate business managers to 

reduce them. 

 

Assessing risk through use of Balanced Scorecards 

Bank T&D Consulting will help you design a fresh and 

comprehensive approach, building on your understanding of your 

business and our extensive experience of implementing risk 

management and capital allocation best practices for banks 

around the world. 

A joint team will be formed, consisting of Bank T&D Consulting, 

your Group Risk and Audit staff and representatives from all the 

major business lines. The team will first analyze how much 

capital the bank needs to cover its credit and operational 

risks, using statistical models and drawing comparisons against 

industry benchmarks. 

The team will then examine how this capital should be allocated 

between consumer banking business lines by developing and 

applying more than a dozen scorecards, each focusing on a 

different type of risk. The scorecards will include both 

quantitative and qualitative data, assessing the probability and 

impact for each risk type, and also the mitigants or control 

measures that would be needed to deal with them. These 

scorecards will first be rolled out in appropriate pilot sites 
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and then in all consumer banking business units across the 

organization. 

Finalizing ongoing management control tools 

Finally, Bank T&D Consulting will help you develop a suite of 

management information reports for tracking changes in its risk 

profile over time, for every consumer banking product at every 

level of the organization from operational management to senior 

executives and the Board. This will ensure that the result of 

the project is not just a one-off leap in performance, but a 

continuous improvement for years to come. 
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and then in all consumer banking business units across the 

organization. 

Finalizing ongoing management control tools 

Finally, Bank T&D Consulting will help you develop a suite of 

management information reports for tracking changes in its risk 
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executives and the Board. This will ensure that the result of 

the project is not just a one-off leap in performance, but a 

continuous improvement for years to come. 
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