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High Court
suspends
Desco share
trading

STAR BUSINESS REPORT

The High Court yesterday ordered
suspension of Desco (Dhaka
Electric Supply Company) share
trading for three weeks.

The High Court in a show cause
notice also asked the Dhaka Stock
Exchange (DSE), Securities and
Exchange Commission (SEC) and
finance ministry to explain within
three weeks as to why the Direct
Listing Rules 2006 should not be
declaredillegal.

The court order came following
a writ petition filed by a group of
investors on May 25.

As per the schedule, Desco
shares magde debut on the DSE
yesterday under the direct listing
procedure.

Grameen Shakti,
Rahimafrooz
win global
energy award
STAR BUSINESS REPORT

Among the eleven projects from
dcross Africa, Latin America and
Asia, Grameen Shakti and
Rahimafrooz Batteries Ltd of
Bangladesh jointly won the first
prize of the Ashden Awards for
Sustainable Energy projects.

They have been chosen for their
successiul efforts to promote the
use ol solar energy across
Bangladesh, according to the
Ashden Awards Online.

Dipal Barua, managing director
ofGrameen Shaktl, representec the
project at the Ashden Awards
ceremony held on Thursday in
London, while the Rahimafrooz
prcuecl: was represented by its
\Iarkeﬂng ‘and Sales ‘Manager
JSazzad Hussain' and Business
ManagerNadizAfroz Rahim.

Few other projects from India,
Mexico and Tanzania also recefved
the first prizes for extra-ordinary
contributions in various sectors,
including health, technology and
housing.

Grameen Shakti has installed
nearly 65,000 solar home systems,
bringing the simple benefit of
electric light and power to families
across Bangladesh,

Meanwhile, Rahimafrooz
Batteries Lid, another leader in the
industry, is the main supplier of
batteries for thousands of solar
systems in Bangladeshi homes and
has installed some 25,000 of these
systemsinrural areas.

Malaysia may
raise natural
gas prices

AFP, Kuala Lumpur

Malaysia will consider raising the
price of subsidised natural gas to
relieve some of the pressure on
state-owned firm Petronas, the
country's energy minister said.

Energy Minister Lim Keng Yaik
said Petronas, which has asked for a
hike, was under "tremendous stress”
to meet domestic demand for gas at
the subsidised rate, the state-rumn
Bernamanewsagencyreported,

Lim said Petronas was supply-
ing gas at 6.40 ringgit (1.76 dollars)
per million British thermal units
(mbiu), well below the market
priceol 14 to 18 ringgitper mbtu.

But Lim said the government
will also take into account what
impact a price hike would have on
CONSUIMErs,

"Whateverincrease in gas price,
it has to be passed through. It
would be passed to the consumer
eventually and weare not willing to
do that at the moment,” Lim was
quoted as saying late Saturday by
Bernama.

Last month, the government
increased electricity rates for the
first time in nearly a decade
because ofrisingfuel costs.

Haiti, IMF
launch
aid talks

AEP, Porr-Au-Prince

The IMF said Haiti has a "unigue
historical opportunity” to improve
its political and economic situa-
tion, as talks opened here om a
three-year aid program for the
Caribbean nation.

Anocop Singh, the Intérnational
Momnetary Fund's regional director,
said lare Friday that discussions
were under way on a new financial
facility for Haiti that could help the
impoverished country qualify for
debt forgiveness.

STAR BUSINESS REPORT

Fluge losses incurred by state-
owned enterprises (SoEs), espe-
cially by Bangladesh Biman and
Bangladesh Petroleum
Corporation (BPC), will have an
adverse impact on the country's
overall economy, said economists
and bankers at a discussion yester-
day.

They said if the government
resorts to borrowing from banks in
order (o minimise such a loss, a
liquidity crisis will also be created
inthe financial market,

They were speaking at a post-
budger discussion titled 'Budget
and the Financial Sector' organised
by Citibank NAin Dhaka.

Director of Centre for
Governance Studies of BRAC
University Dr Akbar Ali Khan,
Securities and Exchange
Commission (SEC) Chairman
Faruque Siddiqui, President of
Association of Bankers Bangladesh
(ABB) M Aminuzzaman, Chief
Executive Officer of [DLC Anis A
Khan, Managing Director of
Nescule Carlo Cifiello and Country
Officerof Citigroup Mamun Rashicd
took part in the discussion, among
others.

Conducting the session, PKSF
Managing Director Fakhruddin

Ahmed voiced caution against
dependence on bank borrowing
and said, "For this, disbursing
credits of the banks to the private
sector will be reduced, resulting in
a reduction in employment gener-
ation and a disruption in the eco-
nomicand GDP growthas well."

Fakhruddin, also a former
Bangladesh Bank governor, was
critical of continuation of the
provision of whitening black
money year after year,

"If it is not possible to give spe-
cific directives in the budget
regarding the losses of SoEs or
energy price or power crisis, the
government should have taken
indirectsteps,” he suggested.

Referring to the finance minis-
try's report on losses of SoEs that
safel total loss incurred by Biman
and BPC stood at around Tk 4,500
crore, Dr Akbar Ali Khan, also a
former alternative executive direc-
tor of World Bank, suggested that
any bank borrowing to cover up
these losses would not only affect
the financial sector seriously, but
also force the banks to raise their
interests both on loans and depos-
its.

"In the proposed budger it was
not also hinted that how the big
amount of losses will be
addressed,” Khan said.

SoE losses to take toll
Oon economy

Say economists, bankers

“In the last couple of years the
BPC has ineurred a loss of around
Tk10,000 crore which is managed
from bank borrowing,” he said.

Khan lamented that the govern-
ment had taken a disorganised

policy in fixing up the price of

energy. "As the price of energy will
remain higher in the next fewyears,
the government should formulate
an energy policy to handle the
issue," hesaid.

He further said in the post-
budget reaction everybody was
critical of the short-term issues.
But, there are also various mid-
term and long-term issues in the
budger, which were not discussed
by trade bodies and even political
parties.

But, he said, after the election
the new government will face a
great challenge in addressing the
issues,

UNB adds: SEC chairman
Farugue Siddiqui said, "The Tk
15,000 crore bank loan, ofwhich Tk
5,000 crore has been defaulted, will
create liquidity crisis that encotir-
ages the government to go for
short-term borrowing.”

The bankers taking part in the
discussion demanded of the goy-
ernment to scrap the 3 percent
income tax imposed on credit card
fransactions.

UISCUssiof Oil

Budget and The Financial
June 18, 2006

PHOTO: STAR
Fakhruddin Ahmed (2-R), managing director of Palli Karma-Sahayak Foundation (PKSF), speaks at a post-budget
discussion titled 'Budget and the Financial Sector' organised by Citibank NA in Dhaka yesterday.

PALLAB BHATTACHARYA, New Delhi

India is working towards disman-
tling the non-tariff barriers
imposed on goods from
Bangladesh, the 'Indian Express'
newspaper reported Saturday
quoting Minister of State for
Commerce Jairam Ramesh.

“Jamdani saree from
Bangladesh being tested for dyes
in Lucknow instead of Kolkata is
nothing but a non-tariff barrier,”
hetold the newspaper.

Ramesh said there was 'some
justification and history behind'
these barriers but India dees not
'put as many barriers as
Bangladesh or Pakistan'.

A working group of Indian
and Bangladesh trade officials,
sel up (o examine non-tariff
barriers following the visit of
Prime Minister Khaleda Zia to
Delhi in Match, will submit its
report on June 20, the daily said.

Bangladesh wants hilsa fish
exported by it to I[ndia to be

India mulls removing
non-tariff barriers to
Bangladeshi goods

tested at Petrapole rather than in
Kolkata.

“Most non-tariff barriers are
palitical,” Ramesh was quoted as
saying.

“1 told them (Bangladesh) we
will examine if we can remove
these barriers and if we can't, [
will tell you why,” Ramesh said.

He said there were infrastruc-
ture and logistical problems on
the Petrapole trading point and
‘the facilities on our side are
pathetic',

AFP, Phnom Penir

Cambodia will extend a taxholiday
forits garment sector until late next
year to protect it from Vietnamese
competitors and the expiry of US
and EU safeguards in 2007, an
official said Sunday.
Neighbouring Viemam will
become a stronger competitor if it
joins the World Trade Organisation
later this year as expected, broaden-
ing fts access (o Western markets,
Cambodian government spokes-
mian Khieu Kanharith told AFP.
*Their workers are skilful, their
salaries are low and they have no
warker riots or demonstrations,”

]

Khieu Kanharith said.

"The only way that we can
attract (garment companies) is to
allow them not to pay tax on their
profits...otherwise they will go to
Vietnamorelsewhere.”

The spokesman said the tax
break aimed to protect 300,000 jobs
in the Cambodian garment indus-
try, which accounts for B0 percentof
the impoverished country's export
earnings. Most workers are poor
women from rural areas.

The Cambedian textile industry
was thought doomed after Tanuary
2005 when an international quota
system ended thar had given
Cambodia special access to the US

Cambodia extends tax holiday
for garment sector

market in return for improved
labourconditions.

Instead, business has picked up,
helped by continued US and
European Union safeguards set to
expireat the end of2007.

Exports from some 240 factories
last year rose 10 percent to almost
2.2 billion dollars, said the UN
International Labour Organization.

Khieu Kanharith said the govern-
ment would grant the extended tax
holiday to those garment compa-
nies which applied for business
licenses before June 2005.

Delhi keen to
help Dhaka
develop
Mongla Port

STAFF CORRESPONDENT, Khudna

Indian High Commissioner Veena
Sikri vesterday said her country is
keen to help Bangladesh modern-
ise Mongla Port.

The Indian high commissioner
was speaking at a discussion at
Khulna Chamber of Commerce
and Indusery (KRECI).

KCQCI President Shaharuzzaman
Martuza presided over the discus-

Bilateral Trade and Otherlssues’,
The KCCI president urged Sikri

to set up an Indian visa office in
Khulna.

Britain embraces
Islamic finance

AEP, London

"You may have heard stories about
cash under pillows,” said Islamic
scholar Abdul Kadir Barkatulla,
recalling a time when British
Muslims preferred to keep their
money in the bedroom rather than
inabankaceount.

But times have changed, with
Britain's estimated two million
Muslims being catered for by a
sinall number of banks -- notably
Lloyds TSB -- who are providing
finaneial products which comply
with Islamic or Shariahlaw.

"Some Muslims are likely to
suffer social exclusion,” said
Barkatulla, who advises Lloyds TSB
on [slamienancial law.

"We are bringing them into the
mainstream” by offering Islamic
financial services, he addec.

Hritish finance minister Gordon
Brown believes this can help
Hritain to become the gateway to
Islamie finance and trade -- a move
favoured by the country's Mu:.llm
leaders.

Last week, Chancellor of the
Exchequer Brown noted that
London has more banks supplying
services under Islamie principles
than any other Western financial
centre,

His comments came as Lloyds
TSB, the fifth-biggest bank in
Britain, began & roll-out of its
Islamic financial services across
Britain following a successiul pilor
seheme.

Lloyds' 2,000 branches in
England, Seotland and Wales now
offer a current account which
complies with [slamic law while
most of its banks allow Muslims to
apply for Islamichome loans.

Lloyds' Islamic current
agcounts offer no interest or over-
draft Facilities, Under Shariah law
both payment and receipt of inter-
est are forbidden because it is
deemed unacceptable to make
profit on the investment of money
alone,

An [slamic home loan, mean-
while, works by the bank buying a
property on behalf of the customer,
confributing up to 90 percent of the
purchase price.

The customer pays the remain-
ing percentage up front and pays
the outstanding sum over an
agreed term, together with a rental
payment,

Two i Mobile
sets launched

STAR BUSINESS REPORT

Thai cellphone manufacturer i
Mobile International Co Ltd yester-
day launched two new handsets in
local market.

Thenew'i-maobile’ brand hand-
sets of the company feature MP3
and FM radio facilities, besides
aother general mobile phone
options.

Singers Shafin Ahmed and
Mehrin formally introduced the
handsets--i-mobile 311 and i-
mobile 309--at a function at
Bashundhara City shopping mall
in Dhaka.

Editor of the daily Bhorer Kagoj
Shyamal Dutta and Regional
Manager of | Mobile Rungwit
Isarapandh, among others, were
presentatthe launching ceremony.

Swakat Azim, executive director
of Maple International Ltd, the sole
distributor of i-mobile in
Bangladesh, said Maple has so far
sold 60,000 i-mobile brand
cellphone sets in the local market.

The 'i-mobile 311' model set
with FM radio facility is currently
available at Tk 4,660 while the 'i-
mobile 309" ser with MP3 feature
will hit market within next week at
Tk 10,000 per unit, officials saicd.

The new maodel cellphone sets
were launched at the five-day
'Second Bangladesh International
Telecom Fair-2006" thar began on
Thursday at Bashundhara
Exhibition Centre.

sion titled 'Development of

Says study

UNB, Dhaka

Despite strong demand for hous-
ing, a poor credit supply and rising
costs of building materials indicate
that the country's construction
segtor will be under pressure in the
coming months, raising the pros-
pects ofaslowdown inthe property
market.

A UK-based think tank group,
Oxford Analytica, in its study on
outlook for the construction indus-
try in Bangladesh said demand for
housing is set to grow as the urban
population continues to expand
and modernise,

But financial andinfrastructural
weaknesses illustrate the chal-
lenges faced by the propérty sector.

It said the real estate and con-
struction markets have boomed
over the last few years as the econ-
omy has grown.

But urban development has
been under pressure from a num-
ber of factors, especially in
megacity Dhaki. Despite recent
interest from overseas nvestors,
the real estate market {5 likely to
slow down over the next year.

The study said rapid economic
growth in Bangladesh has led to
mass migration to cities. Although
it remains a predominantly rural
country, some 23 percent of the
population now live in urban areas
compared to 5 percent during the
19505,

It said demand for housing in
Dhakais particularly acute, In 2005

its population wis 12 million. The
UNDP estimates it could be the
fourth largest eity in the waorld in
2015, with a population of 21 mil-
lion. Population density almost
doubled between 1991 and 2006. It
is estimated that 750,000 people
are currently moving to the city
each year.

With the Buriganga river to the
south and floods in plains to east
and west, construction is expand-
ing to the north where a number of
new townships are being built and
land prices arerising.

The study said in the 1980s,
Dhaka had a handful of buildings
over ten-storey high, accommo-
dating high-profile banks and
government departments. The
Emporis Buildings database now
lists 153 high-rises, most of which
combined commercial and resi-
dential premises. .

It said with about 200 property
development companies in total,
only 20 firms are responsible for B0
percent of new consteuction, most
of whom were founded in the late
19890s. Non-governmental organi-
sations (NGOs) have also entered
the market.

Real estate developers are
increasingly keen to attract over-
seas investment, and Prime
Minister Khaleda Zia foeused on
the sector during a visit to the UAE
last month. Over the last year, the
redl estate trade sector has organ-
ised a number of trade shows in
Dubai. The UAE-based Dhabi

Poor credit supply, rising
costs of bldg materials to

stymie property growth

group has shown interest in invest-
ing in the lwwry accommodation
market, and is likely to be followed
by other gulf-based compinies.

However, the study said thereis a
risk that the housing market will
crash. Construction has slowed, and
though the property sector remains
prafitable, it is comingunder signif-
icant financial pressure.

The sectorisunderstrain from a
range of factors. The urbanisation
pracess and land shortages have
led to rapid increase in property
prices. Residential values grew by
60 percent in 2005 in some areas of
the capital.

Population growth requires at
least 50,000 new housing units
each yearin Dhaka, but developers
are building fewer than 10,000.
Property prices have increased fur
more quickly than middle class
incomes.

It said unlike many developing
countrieswitnessing similar

property booms, Bangladesh
does not have a eredit markee able
to lend large sums of money (o
COTSHINETS.

The study also warned against
significant coneerns about safety
in the construction industry. A
National Building Code was formu-
lated in 1993 that included strin-
gent measures (o ensure the struc-
tural safety of high-rise buildings.
However, itis not yetstatutory, and
only 27 officials are currently
employed by the stare to monitor
building standards,

AFP, Beifing

China's economy continued to
expand at breakneck speed in May,
prompting the central bank to
tighten monetary policy amid fears
thar excessive investment and
creditcould lead to overheating.

Late Eriday, the People's Bank of
China ordered banks to set aside
more in reserves to slow lending
growth, raising the Required
Deposit Reserve Ratio for commer-
cial lenders by 0.5 percentage
points to eight percent from July 5,

“This hike ... i5 to prevent credit
from growing too fast and to pro-
vide a stable currency and financial
environment for the country's
sustainable and healthy develop-
ment,” the central bank said in a
statement.

The latest move will freeze 150
hillion yuan (18.75 billion dollars)
in inter-bank liquidity, the bank
said.

"Currently, fixed asset invest-
mentisgrowing too quickly, money
supply 15 growing too fast," it
added.

The comments echoed a state-
ment issued last week by the gov-
ernment of Premier Wen [iabao,
which said the rapid expansion in
fixed-asset investment and credit
had become a major problem for
the economy.

"(We) must change the way of
just going aiter economic growth

China moves to reduce
risk of economic
overheating

and blind expansion of invest-
ment. (We) must improve our
economic structure, improve the
quality and efficiency of our eco-
nomicgrowth,” the statement said.

Some analysts were sceptical
about the impact of the measures
to cool down the red-hoteconomy.

YiXianrong, aneconomistat the
Chinese Academy of Social
Sciences, an influential govern-
ment research body, said the mone-
tary tightening would not be effec-
tive enough.

“Its influence won't be very
large - - liquidity in the commercial
banksishuge,” hesaid.

Economic data issued last week
for May, the first since the central
bank announced a 27 basis point
inerease to the ane-year lending
rate in April, showed strong growth
in China's money supply, fixed-
asset investment growth and the
gver-sensitivetradesurplus, /!

"All the news so far is very sup-
portive of our view that China is in
the midst of a full-fledged liquidity
boom," Macquarie Research said
inanoteto clients.

"Thisis a trend that makes more
policy tightening inevirable.®

M2, the broad measure of
money supply, rose 19.1 percent
year-on-year at the end of May,
overshooting the official 16 percent
full-year target for the fifth month
inarow.

Volkswagen
denies plans
to cut extra
10,000 jobs

REUTERS, Humburg

‘The situation at German carmiker
Volkswagen is serious, asenior exec-
utive said, although he denied a
report thatthe compimy couldcutan
extra 10,000 jobsatits core VW hEand.

VW personnel chief Horst
Neumann said hethad nor rold
workers' representatives rhat
planned' job 'cuts cowld be
extended, as was tapl:lﬂed by news
nng'umebplcgel 2 L il

"I have never saldsuch a lhlng,
he said via a VW spokesman late on
Saturday in response to gtwsnnna
from Reuters. =

"The situarion at VW s sennu_'i
but there is no reason to pﬂmc. :m(l
certainlyno regson tocreate panic,”

VW said in Febfuary thatup to
20,000 German 'jobs could be
affected by o three-year réstrigeur-
ing programe at'its passenger car
business.

Spiegel reported an adeditional
10,000 jobs could be at risk because
high costs meant preduction of the
next generation Golf madel Gould
be shifted out of Germany's
Wolfsburg plant.

Chief Executive Bernd
Pischetsrieder said in February he
had no plans to shut any plants or
cancel VW's in-house wige agree-
ment that protects the 100,000
highly-paid workers at its six west-
ern German plants from layoffs
throughtheend of2011.
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PHOTD: STAR

Singers Shafin Ahmed (2-R) and Mehrin (2-L) show off two newly launched cellphone sets of i Mobile International Co
Ltd at Bashundhara City shopping mallin Dhaka yesterday.



