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TAMING CORONAVIRUS RAMPAGE

AC sellers in hot water
JAGARAN CHAKMA

This was supposed to be a busy 
summer for the air conditioner 
manufacturers, what Bangladesh’s 
tremendous growth momentum 
that is raising the purchasing 
capacity of the middle-class and 
getting better access to electricity 
and the mercury inching up every 
year.

Nearly 70 per cent of the ACs are 
sold during the April-June period 
as people start getting punched in 
the face with 30-degree weather. 
And this time last year, most of the 
manufacturers and sellers failed 
to keep pace with the demand. 

Total sales stood at around 
4.5 lakh units last year, a jump 
from three lakh units in the 
previous year. Based on last year’s 
experiences, market players had 
predicted that sales would cross 
six lakh units this year and set the 
sales target likewise. 

But then came coronavirus, 
with its all-encompassing ferocity, 
leaving the AC sellers down in the 
dumps.

Thanks to the countrywide 
shutdown since March 26 to 
flatten the curve on coronavirus, 

the AC sellers had to keep the 
shutters of their stores down. 

Some are selling the units 
online to salvage some of their 
peak selling season.

“But the number is very 
depressing,” said Tanvir Rahman, 
chief executive officer of Walton, 
one of the top players in the 
industry.

Walton along with Transtec 
has managed to bring down the 
prices of ACs in Bangladesh, 
tempting the sizeable middle-
class population to purchase 
the apparatus that blows out 
artificially chilled air.

The middle-class, who are the 
main target consumers, are in an 
uncertain state as the shutdown is 
taking a heavy toll on the economy 
and subsequently posing a threat 
to their incomes.

“Even if the pandemic subsides 
in the next one and a half months, 
the peak season for AC sales will 
be over. Besides, consumers don’t 
purchase home appliance during 
in moments of crisis like this,” 
Rahman said.

Walton has set a target to sell 
at least four lakh ACs this year as 
they sold more than 2.5 lakh units 

last year. 
“But we barely stand a chance 

of hitting the target,” he added.
Saikat Azad, deputy general 

manager (marketing) at Transcom 
Digital, which owns Transtec 
brand and sells appliances of 
leading brands like Samsung, 

Panasonic, Philips, Hitachi, Sebec 
and Media, maintains an equally 
grim outlook.

Transcom Digital’s e-store 
is open and the company is 
delivering products directly from 
their warehouses.

He fears negative growth in 

sales this year due to the long-
term impact of the coronavirus.

Besides, reports of coronavirus 
transmission through the 
AC airflow at a restaurant in 
Guangzhou, China have also 
struck fear in people’s hearts.

Mahmudul Hasan, head of 
corporate brands at LG, said 
they have kept themselves afloat 
through online channels but 
demand is very low though they 
offer flexible payment options 
like equal monthly instalment.

“Sales may increase slightly in 
June if the pandemic ebbs,” he 
added.

But Md Manzurul Karim, 
general manager of Esquire 
Electronics, the authorised sole 
distributor of Japanese electronics 
brands General and Sharp, is not 
that hopeful.

“Consumers will not splurge 
on luxury items like AC amid 
the uncertainty induced by the 
pandemic,” he said, adding that 
Esquire Electronics has cancelled 
all import orders from Japan. 

Karim forecasts that the 
manufacturers will not be able 
to reach even 50 per cent of their 
targets this year.

Market leaders: 
General and 
Walton

AT A GLANCE

Total sales in 2019: 

4.5 lakh units

Market size in 2019: 

Tk 4,000cr

Market growth: 

20pc

Predicted sales in 

2020: 6 lakh units
70pc sales come 

in Apr-Jun

Wanted: Tk 2,600cr
The promising motorcycle industry now seeking bailout

JAGARAN CHAKMA

The global coronavirus pandemic 
has left no sector unscathed and 
stopped hardly any businesses 
from turning to the government 
for a pie of the stimulus package 
announced to mitigate the 
economic fallout.

Now, it is the motorcycle 
manufacturers and assemblers 
who are seeking Tk 2,060 crore 
in financial support from the 
government.

Of the support, Tk 2,000 
crore is being sought from a Tk 
30,000 crore stimulus package the 
government is offering to affected 
industries and service sector 
companies as working capital at 
4.5 per cent interest.

The remaining Tk 60 crore is 
being sought at 2 per cent service 
charge for staff salaries to be paid 
over the shutdown period, which 
is expected to last for around three 
months.

Motorcycle sales had leapt to 
about 5 lakh units in 2019 from 
1.5 lakh in 2017 with the aid of 
duty reductions facilitated by the 
government at the import stage.

This is said to have prompted 
market players to invest about Tk 
8,000 crore, creating direct and 
indirect employment for around 
two lakh people. 

The sector helped generate 
about Tk 2,000 crore in duties, 
taxes and VAT and about Tk 1,000 
crore as registration fees in fiscal 
2018-19.

There are 10 brands of 
motorcycles, namely Runner, 

Hero, Bajaj, Honda, TVS, Yamaha, 
Suzuki, Benelli, Zongshen and 
Lifan, being either manufactured 
or assembled in Bangladesh. 

The sector could not make any 
of the Tk 600 crore in expected 
sales in April, Hafizur Rahman 
Khan, president of the Motorcycle 
Manufacturers & Exporters 
Association of Bangladesh, told 
The Daily Star. 

To sail at full mast, like during 
last year, the motorcycle industry 
will have to absorb a loss of 

expected sales of about Tk 2,000 
crore, he said.

All the manufacturers and 
assemblers are paying salaries and 
other benefits to employees from 
their capital as there is neither 
sales nor production, according 
to Khan.

It will take at least two years for 
the sector to balance out its fixed 
expenditure for the shutdown 
period.

“We already submitted a 
proposal to the government for 

providing support to us to tackle 
the crisis,” he added.

Despite the revenue loss, the 
sector will announce no layoff, 
said Matiur Rahman, president 
of the Bangladesh Motorcycle 
Assemblers and Manufacturers 
Association.

He demanded that the 
government waive value-added 
tax and reduce registration fees 
for customers and refrain from 
imposing advance income tax on 
the industry for at least six months.

The registration costs average 
Tk 22,000, which is about 25 
per cent the price of a 100cc 
motorcycle, the engine capacity 
that sells the most, according to 
Rahman, also the chairman of 
Uttara Motors.

The registration cost should 
be reduced to make motorcycles 
affordable to customers and 
enable the growth of the industry. 

“For the ongoing economic 
crisis, we think that the motorcycle 
industry will face a sharp fall in 
demand by 30-40 per cent due to a 
significant drop in the purchasing 
power of people.” 

He further apprehended that 
the masses might not be even 
able to afford motorcycles while 
the manufacturers maintain 
factories.

At least 60,000 motorcycles 
have remained unsold in the past 
two months for the ongoing crisis, 
Rahman said. 

Motorcycles enable low-cost 
travel for short distances but the 
current prices make it difficult 
for the masses to afford one, said 
Himihiko Katsuki, managing 
director and chief executive 
director of Bangladesh Honda 
Private Limited.

The registration cost, which 
includes road tax and other 
charges, is almost four times the 
amount charged in neighbouring 
countries, keeping the prices high 
for consumers.

However, all the manufacturers 
are putting in their best effort to 
bring down the motorcycle prices, 
he added.

Market investment: 

Tk 8,000cr

Employment (direct and indirect): 

2 lakh 

Import duty cuts prompted sales 

rise from 1.5 lakh in 2017 to 5 

lakh units in 2019 

Registration fee generation: 

Tk 1,000cr

Industry duties, taxes, VAT 
in FY19: Tk 2,000cr

DBH’s profit 
streak held back 

for lower flat sales
AHSAN HABIB

Delta Brac Housing Finance Corporation, or DBH, one of 
the leading listed non-bank financial institutions, logged in 
higher profits last year though its interest income dropped.

In 2019, the housing financier’s profits rose 2.77 per cent 
year-on-year to Tk 107.69 crore. However, profit-before-tax 
dropped 3.59 per cent to Tk 155.59 crore.

The company’s home loan book expanded at a meagre 
pace of 1.54 per cent to Tk 4,452 crore during the year.

The price of raw materials, particularly the price of rod 
and cement, went up during the year, as a result of which 
the price level of apartments increased further, DBH said 
in its annual report.

This hurt flat sales, so the home financier’s fortunes 
were also squeezed, it added.

“Thanks to the liquidity crisis in the financial market 
we had to offer a higher interest rate on deposits. So, our 
net interest income fell,” said QM Shariful Ala, managing 
director and chief executive officer of DBH.

At the close of 2019, DBH’s deposit portfolio stood at 
Tk 4,341 crore, against which Tk 148 crore of interest is 
payable.

DBH’s net interest income, which is its main income 
source, fell 4.57 per cent to Tk 171.07 crore, according to 
the annual report of 2019. 

The NBFI’s income from the capital market also dropped 
41.6 per cent to Tk 2.68 crore.

“We keep more provisions than what is stipulated by 
the central bank’s guidelines, so our financial strength is 
very good.” 

The NBFI’s total classified loans reached Tk 20 crore, 
with its default loan ratio being 0.45 per cent at the end 
of 2019. 

DBH is the only institution among all the banks and 
NBFIs that has been getting AAA credit rating at a stretch, 
he said.

But Ala is not as sanguine about 2020.
“This is an abnormal year due to coronavirus, so there 

would be some negative impact on all companies’ fortunes. 
But we will have to manage it,” he added.

DBH, which got listed on 2008, traded at Tk 92.60 on 
March 25, the last trading day before the bourses shut for 
the countrywide general shutdown enforced to flatten the 
curve on coronavirus.

The company is providing 20 per cent cash and 15 per 
cent stock dividend to its shareholders for the year ended 
on December 31, 2019. It provided 25 per cent cash and 10 
per cent stock dividends previously.

Sponsors and directors hold 51.32 per cent of DBH’s 
shares, with rest in the hands of the public.
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