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Govt not going overboard with

subsidy expenditure next fiscal year
(

\BUDGET

RejauL KArRiM BYRON and MD FAZLUR
RAHMAN

That the subsidy expenditure
would go up next fiscal year as the
government scrambles to keep the
pandemic-induced recession from
undoing decades of progress in
alleviating poverty and elevating
its citizens into the middle-class
-- 'was a given.

But it turns out the government
is exercising restraint, increasing
its spending by 17.91 per cent
from current fiscal year to Tk
54,695 crore.

The amount would be about
10 per cent of the

industries and SMEs.

The move to provide low-
cost loans to pandemic-hit
micro, small, medium and large
entrepreneurs,  farmers  and
exporters would increase the
subsidy spending on interests to
Tk 5,000 crore in the upcoming
fiscal year. There has been no such
allocation in the ongoing fiscal
year.

The government would bear Tk
3,000 crore in interest rate subsidy
on the loans going to pandemic-
hit businesses and farmers.

Besides, the central bank has
deferred interests on loans for
May and June. About Tk 16,000
crore in interest was to be paid in
the two months.

Now, the government would
come up with Tk 2,000 crore
in interest support and the

budget, which is in
line with previous
years’ allocation.

The next fiscal
year’s subsidy budget
would be mostlygoing
towards taxpayer-
funded spending
for agriculture, food
support for the poor
and loans for large
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borrowers would repay the rest Tk
14,000 crore over 12 months in
instalments.

The  government
has unveiled a
stimulus package to
provide Tk 30,000
crore  in  working
capital to industries
and service sector
institutions impacted
by the pandemic.

This will take the
form of concessional

loans at an interest rate 9 per cent
wherein, the borrower will meet
4.5 per cent of the interest while
the government will absorb the
rest as subsidy.

As a targeted measure to
support enterprises, jobs and
incomes, another  stimulus
package has earmarked Tk 20,000
crore as working capital for SMEs
at an interest rate of 9 per cent.

Only 4 per cent of the agreed
interest will be borne by the
borrower, while the rest will be

borne by the government as a
subsidy.
The government has increased
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Low-cost loans
from stimulus

packages not going

like hot cakes

the subsidy allocation for the
agriculture sector, from Tk 9,500
crore in fiscal 2019-20 to Tk
10,700 crore in fiscal 2020-21
as it looks to accelerate farm
production to keep prices stable
in the local market.

Usually, agriculture subsidy
spending hovers around Tk 6,000
crore every year and this may go
up to Tk 7,000 crore this fiscal
year.

Apart from paddy, the
government plans to increase the
production of other crops. There
is also a plan to give a boost to
farm mechanisation.

Despite the collapse in
economic activities at home and
abroad owing to the coronavirus
pandemic, the government has
kept the subsidy allocation for
export, remittance, power and
liquified natural gas (LNG)
imports unchanged next fiscal
year.

This is because the government
hopes the impact of the pandemic
peter out sometime next fiscal
year and the economy would be
back in the saddle.

READ MORE ON B2

Floor price weighing heavy on
investors as trading finally resumes

AHsaN HaBiB

Floor price was a buzzword at
the Dhaka Stock Exchange (DSE)
yesterday as it prevented many
investors from selling shares even
though trading resumed after
a long break of more than two
months.

The Bangladesh Securities and
Exchange Commission (BSEC)
set the floor price on March 19
for all stocks on the basis average
price of last five days to stop the
market fall amid the coronavirus
pandemic.

It was an unprecedented
move as no country in the world
pulled a stunt like that to thwart
the market from falling because
they knew it was normal that the
indexes would fall because of the
pandemic. Already, many foreign
investors criticised the BSEC move
and now the local investors have

raised their voice.

“I could not sell my shares of
ML Dyeing because of the floor
price though I need to rearrange
my portfolio,” said Khorshed
Alam, a stock investor.

“However, 1 am glad that
trading has resumed,” he added.

Now, the regulator should
remove the floor price to make
the market perfect though the
index might fall initially, said
Md Moniruzzaman, managing
director of IDLC Investment.

The floor price has had a
negative impact as investors
can't sell their shares even at a
lower price, the merchant banker
pointed out.

“It made the market illiquid
and created a negative image of
our market.”

The regulator should not
impact the pricing of stocks
and should rather ensure that

investors may trade without any
problem, he added.

“People are optimistic about
the new commission and many
of them bought stocks,” said M
Rahmat Pasha, managing director
of UCB Capital Management.

The floor price has indeed had
some impact but at the same time,
it gave some phycological relief.

“So, the floor price should
be withdrawn gradually after
witnessing how the market
performs at least in the current
week,” he said.

This month, Shibli Rubayat-
Ul-Islam was appointed as the
chairman of the stock market
regulator along with two
professors from the University of

How the DSE fared yesterday
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Dhaka as the commissioners.

“We don't want to do anything
very fast but we do realise the
impact of the floor price,” Islam
told The Daily Star yesterday.

The new commission is now
working on it and is not too far
from a solution.

“Now, we are observing how
the solution will be implemented
so that it works for the betterment
of the capital market.”

But people need to realise that
once the floor price is lifted, there
will be a huge negative impact on
the index primarily, Islam added.

Meanwhile, DSEX, the
benchmark index of the DSE, rose
52.15 points, or 1.3 per cent, to
close at 4,060.44 on the first day
of trading after it closed on March
25 in line with the government
declared general holiday to stop the
spread of the deadly coronavirus.

READ MORE ON B2
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Up to Tk 20 lakh in

AKM Zamir UDDIN

may get a
maximum rebate of Tk 20 lakh from their
total loan interest for the period of April
and May, said a central bank official -- in
what can be viewed as a stroke of good

An individual borrower

news for large borrowers.

Earlier on May 3, with the view to giving
relief to borrowers from the economic
onslaught from the pandemic, the central
bank directed banks to transfer all interest
accrued or to be accrued between April 1

and May 31 from all of their loans to an
interest-free blocked account.

To facilitate banks to implement the
Prime Minister Sheikh Hasina
yesterday announced that the government
will provide Tk 2,000 crore to banks as

move,

subsidy, reports UNB.

The prime minister said that the Tk
2,000 crore will be distributed among the
1.38 crore loan takers proportionately.

Now, if the central bank fixes a certain
portion of the rebate for all borrowers the
maximum rebate would come to Tk 20 lakh,

interest rebate likely

said a Bangladesh Bank official requesting
anonymity to speak candidly on the matter.

The central bank is yet to work out the
rebate percentage but the focus would be
on parity, he said.

Against the backdrop, the central bank
yesterday sent a letter to all banks asking
them to inform how many borrowers are
enjoying more than Tk 100 crore loans.

The latest government decision has
brought great relief to both banks and
borrowers as lenders earlier thought that
they would have to bear the interest rebate

on lending.

The announcement came while the
Prime Minister was publishing the results
of SSC and equivalent examinations from
her official residence Ganobhaban through
videoconferencing.

She also said that the government earlier
suspended the interest of bank loans
for two months and the amount of that
suspended interest was Tk 16,549 crore.

“The rest of the interest money will have
to be paid by the loan takers in the next 12
months,” she said.

Four banks have got approval from the central bank to give
out Tk 1,044.90 under the stimulus package of Tk 30,000
crore for large industries and service sectors.

The banks -- Sonali, Rupali, EXIM and IFIC -- have given

Sonali

the fund to seven companies, according to data from the
Bangladesh Bank.
Bank disbursed Tk 1,000 crore to Biman
Bangladesh Airlines, Rupali Tk 4.50 crore to Universal
Medical College and Tk 5.70 crore to Planet Resource.

EXIM Bank gave out Tk 30 to Arosha Janashakti and

IFIC Tk 1.35 crore to Next Accessories, Tk 1.70 crore to
Roni Neat Composite and Tk 1.5 crore to Neat Concern
Printing.

Banks will be allowed to enjoy a portion of the fund

of their disbursed loans from the central bank’ refinance
scheme of Tk 15,000 crore for large industries and service
sector.

Sonali Bank, however, will not apply to the central bank

for the refinance fund for the disbursed loans to Biman,
said its managing director Ataur Rahman Prodhan.

The state-run lender is now scrutinising another 16

applications to get the prior approval from the central
bank.

Banks will be allowed to get an interest subsidy of 4.50

per cent for the disbursed loans, which the end-users will
get at 9 per cent.

PROGRESS ON GOVT’S
STIMULUS PACKAGES

Tk 30,000cr for large industries and service sector

4 banks have so far disbursed Tk 1,044.90cr

Tk 20,000cr for SMEs

33 banks, NBFIs signed deal with BB to use refinance

scheme

Tk 5,000cr for agro-based businesses

41 banks signed deal with BB to use the fund

Tk 3,000cr for marginal farmers and businesses

24 banks inked deals with BB; 9 to follow suit

But lenders will have to wait a little longer to enjoy the

signed.

funds from the refinance scheme of the package as their
participation agreements with the central bank are yet to

A total of 46 banks and 23 non-bank financial

institutions have so far applied to the central bank for the
refinance fund.

But no lender has yet to disburse any loan under the

stimulus package of Tk 20,000 crore for small and medium
enterprises, a central bank official said.

He said that lenders had initially shown reluctance to

use the stimulus package due to the lower interest rate.

The SME loan in the form of working capital will be

given at 9 per cent interest rate. Of the interest rate, 4 per
cent will be borne by the borrowers and 5 per cent by the
government, according to one guideline.

But banks will not enjoy their desired profit from the

stimulus package as they have to face more operational
costs for SME credits than that of other loans.

Against the backdrop, the central bank declared on April

27 that it will provide half of the Tk 20,000 crore stimulus
package for the sector.

This has encouraged banks to a great extent to provide

loans to the SME sector, the BB official said.

READ MORE ON B2

An EBL account can now be
opened in just two minutes

The bank is the first to introduce e-KYC in Bangladesh

ManamupurL HasaN

Eastern Bank (EBL) yesterday rolled
out the electronic Know Your
Customer (e-KYC) system to allow
account-opening without filling in
any documents, in a bid to help clients
maintain the maximum level of
social-distancing during the ongoing
pandemic.

Thus, the bank became the
first lender in Bangladesh to have
introduced such service under the
central bank’s e-KYC guideline issued
on January 9.

“This beautiful system is really a
milestone for the banking sector as a

B
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customer only needs 2 minutes and
a single visit to a branch to open an
account,” Ali Reza Iftekhar, managing
director and chief executive officer of
EBL, told The Daily Star yesterday.

Previously, it would take 2-3 days.

On the first day, customers opened
25-30 EBL Insta Accounts.

Instead of filling up a form
consisting of several pages, a customer
now needs to provide a signature by
paying a quick visit to an EBL branch
to open an account. They will have
to bring their national identification
card, photo of the nominee and a copy
of utility bill as proof of the address.

READ MORE ON B2

JAGARAN CHAKMA

Local pharmaceuticals have started
commercial production of an anti-flu
and viral infection medication found
effective in treating novel coronavirus
patients by Combined Military
Hospital (CMH) and Bangladesh Air
Force (BAF).

Favipiravir was originally
developed to treat influenza by
Toyama Chemical, which was owned
by Fujifilm, the Japanese photography
company that now has sizable
holdings in biomedicine.

The drug was marketed under the
name Avigan, and in 2014, was approved
in Japan for human use, according to an
article in Time magazine.

Eskayef Pharmaceuticals, Beacon,
Square, Beximco, Incepta, General,
ACI, Opsonin, Acme, JMI, Orion
Health, Veritas, Popular, Radiant and
Renata have got the approval for the
drug's commercial production from
the Directorate General of Drug
Administration (DGDA).

The DGDA received 4,000
tablets free of cost from Beacon
Pharmaceuticals for trials on
coronavirus patients in early April.

“We used Favipira to treat severe
Covid-19 patients at Combined Military
Hospital and got a positive result and
we have not got side effects,” said Azizul
Islam, consultant physician general at
the Bangladesh Armed Forces.

There is no specific prescribed

Commercial production starts of
another promising COVID-19 cure

medicine in the world for treating
COVID-19, he told a seminar on
“Management of COVID patients of
Bangladesh” organised by Beacon
Pharmaceuticals at The Westin Dhaka
on Thursday.

However, Favipira, the first generic
Favipiravir brand manufactured by
Beacon Pharmaceuticals, was found
to be effective against COVID-19.

The CMH provided treatment to
some 1,821 patients, of whom some
713 has recovered, he said. The death
rate in Bangladesh is only 1.42 per
cent while it is 5.82 per cent in the US,
2.86 per cent in India, 5.58 per cent
in China and 14.29 per cent in Italy,
Islam said.

READ MORE ON B2
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StanChart
Bangladesh donates
$1.6m for COVID-19

emergency relief

StAR BusINEss DEsk

Standard Chartered
Bangladesh has
contributed $1.6 million
to Red Cross and Unicef
as part of the British
bank’s $10 million pledge
to support emergency
relief activities in Asia and
Africa by way of the two
organisations.

“By working with these
organisations, we are able
to support the delivery
of rapid and effective
emergency relief that aims
to address some of the
key challenges created by
the pandemic,” said Naser
Ezaz Bijoy, chief executive
officer of Standard
Chartered Bangladesh.

The Red Cross and Red
Crescent will support
activities such as the
provision of primary and
secondary healthcare,
communication of
protection measures,
provision of personal
protection equipment for
staff and volunteers, and
the distribution of food
and care packages.

Unicef will focus on
activities such as the
provision of remote
education via television,
radio, online and mobile
platforms and child
protection measures,
including alternative
care arrangements and
family tracing services
for children separated
from their families due to
coronavirus.

UK helps employers with slow

REUTERS, London

British finance minister Rishi Sunak offered
fresh help to employers hammered by the
coronavirus shutdown on Friday in the form of
a gradual phase-in of contributions by them to
the government’s hugely expensive wage subsidy
scheme.

The government has been paying since March
80 per cent of the wages of workers who are
temporarily laid off, and who now total 8.4
million, to limit a surge in unemployment.

In August the companies will have to resume
pension and social security payments, building
up to 10 per cent of wage costs in September and
20 per cent in October, a lesser requirement than
reported by media before the announcement.

Sunak also brought forward to July 1 the
start of part-time work under the programme,
a demand of businesses seeking to rebuild
gradually. He extended another multi-billion-
pound income scheme for self-employed
workers as well.

“Now, as we begin to re-open our country and
kickstart our economy, these schemes will adjust
to ensure those who are able to work can do so,
while remaining amongst the most generous in
the world,” he said.

Although common in other European
countries, the income support schemes
represented a big shift for the traditionally
free-market Conservative Party when they were
launched in March as the coronavirus crisis
swept the world.

Len McCluskey, leader of the Unite trade
union, welcomed Friday's changes but called
for more help for the hardest-hit sectors such as
aviation and hospitality.

“Without such assistance, and soon, many
businesses will simply shut up shop, resulting
in the mass unemployment the chancellor has
sought to avoid these past two months,” he said.

The cost of the two income programmes was
now likely to shoot past 100 billion pounds
($123 billion), the Institute for Fiscal Studies,
a think tank, said, about as much as for the
National Health Service over the same March-
October period.

Sunak declined to say whether he would
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bring forward his next budget statement, due
in the autumn, to spell out how he will tackle
Britain's surging debt.

One in three private sector employees are
covered by the Coronavirus Job Retention
Scheme, which has already cost the state about
15 billion pounds.

It is due to expire at the end of October and
Sunak said on Friday it would close for new
claims on June 30.

The Bank of England says the scheme could
limit a rise in the unemployment rate to about 9
per cent, double its most recent reading but way
below an estimated 20 per cent in the United
States.

Under the plan, workers are receiving 80 per
cent of their wages up to 2,500 pounds a month.

Some employers had warned they would not
be able to pay 20 per cent of the wage costs of
their furloughed staff from August - as reported

phase-in of job shield costs

CONTROL | SOWE
THEVIRUS LIVE

REUTERS
Britain’s Chancellor Rishi Sunak speaks at the daily COVID-19 briefing next to NHS Medical
Director for England Professor Stephen Powis at 10 Downing Street in London, Britain on May 29.

by media before Friday’s announcement - raising
the risk of a fresh surge in job losses.

The Resolution Foundation, a think tank, said
even the limited contributions required from
August were likely to lead to significant layoffs
in the hospitality sector, in which an estimated 2
million employees are now furloughed.

Sunak said hardship lay ahead for many
but the scheme was too expensive to continue
indefinitely.

Britain’s borrowing in April alone of over 60
billion pounds was equivalent to almost all of
the previous financial year. It looks set to hit a
towering 15 per cent of gross domestic product
this year.

About 2.3 million claims totalling 6.8 billion
pounds have been made under the income
support scheme for self-employed people which
was extended with a second, slightly smaller
final grant available from August.

Cambodia bourse sees
first bank listing

AFP, Phnom Penh

Cambodia’s largest commercial bank listed on the
country’s stock market on May 25, the first lender to trade
on the fledgling exchange, despite uncertainty caused by
the coronavirus pandemic.

Acleda Bank became the sixth firm to join the Cambodia
Securities Exchange (CSX), which opened in 2011, joining
a garment factory, two state-owned ports, and a special
economic zone. But initial fanfare for the kingdom’s
trading future has dimmed, with the country’s lack of
financial literacy and a dearth of eligible companies
being major obstacles.

An EBL account can now be
opened in just two minutes

FROM PAGE B1

Once the willing customers are at the bank, a photo of
him/her will be taken immediately and information
will be uploaded on the bank’s “Insta banking app”. The
customer will have to give a signature on a printed page.

The new service would reduce the health risk for
customers and the bank’s employees at a time when
social-distancing is a priority, said Ziaul Karim, head of
communication and external affairs of EBL, which is using
the face-matching technology for identifying customers’
authenticity with the NID card.

The option of visiting a branch is a temporary
requirement for a customer who wants to open the account.

“Within a few months, such accounts can be opened
from the home of the customers,” Karim added.

Currently, the service can be availed by new customers
only. For now, monthly transaction (withdrawal/deposit)
will be limited to Tk 1 lakh.

EBL Insta Account comes in both current and savings variant
and is available at all EBL branches. A debit card as well as free
cheque book will be couriered to the account holder.

The central bank issued the e-KYC guideline on account
opening on January 9.

Although the digitalisation enables easy access to financial
service from remote locations, it may pose some underlying
risks of money laundering and terrorism financing.

So, the central bank and the Bangladesh Financial
Intelligence Unit (BFIU) worked for a long time with many
government agencies and institutions to introduce the
guideline, said an executive director of the central bank.

A nationwide pilot programme for e-KYC was completed
with 18 banks and one mobile financial service provider.

The data provided by the institutions showed that the
e-KYC can save time.

The BFIU expects every financial institution to
implement the guideline by December to enhance service
capacity in order to reduce cost and time and achieve
steady business growth.

Managing stimulus
packages and banking
sector liquidity

FROM PAGE B4

Banks and financial institutions can also accumulate more
funds for lending through in-house arrangements like
using buffer stockholding for capital, barring dividend
payments on last year’s profit, reducing costs, particularly
banning all capital expenditure and rationalising corporate
social responsibility (CSR) expenditure.

At the end of June 2019, the capital conservation
buffer (CCB) holding in addition to the minimum capital
requirement stood at Tk 1,784.54 crore, which 1.74 per
cent of total regulatory capital.

At the individual level, 31 banks have already fulfilled
the CCB requirements.

These banks can use CCB as an additional source of
funding.

The amount of their net profit after tax was Tk 4,040
crore in 2018 and Tk 9,501 crore in 2017.

A substantial portion of banks’ profit is being distributed
among shareholders as per the rules.

Banks may stop distributing any profit as dividend at
least for the next two years so that this amount can be
utilised as a further source of funds.

The capital expenditure of all banks was on an average
Tk 9,600 crore in 2017, whereas this amount rose to Tk
15,800 crore in 2018.

Banks may incur this expenditure at a very minimum
level only for most essential items and make use of this
fund for lending purposes. The BB may insist on this and
issue a notice in this respect.

Banks’ spending on CSR soared in the last few years:
the amount of CSR expenses was Tk 520.35 crore in fiscal
2018-19.

This participatory fund can be an additional source in
the upcoming time.

If the crisis lingers, the short-term liquidity problem
may turn into an insolvency problem for a few banks.

In the case of any bank or financial institution becoming
insolvent, the regulator needs to think about the process of
intervention ahead of time.

Finally, coordinated efforts are necessary among all
regulators across the world to innovate and implement
macro-prudential policies suitable to deal with the possible
future financial predicament.

The writer is a professor and director of research, development and
consultancy at the Bangladesh Institute of Bank Management

Calls for anti-dumping duty
on Indian yarn grow louder

FROM PAGE B4

Bangladesh has been enjoying duty-free trade benefit to
Indian markets from 2011 under the South Asian Free
Trade Area (SAFTA).

Under the SAFTA, Bangladesh enjoys zero-duty benefits
on the export of all goods -- including apparel products
-- except 25 alcoholic and beverage items.

In fiscal 2017-18 and 2018-19, Bangladesh exported
$566 million worth of garment items to India and
imported $7.74 billion worth of textile-related items,
including raw cotton, cotton yarn, fabrics and textiles,
according to Khokon.

Reconditioned vehicle sellers seek Tk
500cr loan from stimulus package

FROM PAGE B4

Barvida also requested the port authorities to reduce the
rent for space at the yards from April to December, stating
that otherwise, the sector would face severe losses.

The association also requested the National Board of
Revenue to halt the auctions for unclaimed vehicles at
ports for the period.

Mohammed Shahidul Islam, Barvida secretary general,
and SM Anwar Sadat, vice-president, joined the press
conference.

Govt not going overboard with subsidy
expenditure next fiscal year

FROM PAGE B1

The finance division has estimated
that the economy would grow by 5.5
per cent this fiscal year despite the
devastating impact of the coronavirus
pandemic and 8.3 per cent next fiscal
year.

The World Bank has projected that
the country’s GDP growth would be
between 2 and 3 per cent this fiscal
year, in a stunning decline from the
8.15 per cent logged in last fiscal year
and between 1.2 per cent and 2.9 per
cent next fiscal year.

Exports subsidy stands at Tk 6,825
crore, remittance subsidy Tk 3,060
crore, power sector subsidy Tk 9,500
crore and LNG import subsidy Tk
9,000 crore.

The subsidy spending for providing
low-cost loans as well as food has
been increased to Tk 6,500 crore
from Tk 4,882 crore as the country’s
expenditure to feed the poor has
increased sharply because of the
coronavirus-induced shutdown,
which has put a brake on the
economic activities leaving people
with now work.

Under the Food-Friendly
Programme, 50 lakh families can buy
30kg rice a month for Tk 10 a kg. The
open market sale programme helps

about 13 lakh people in urban and
semi-urban areas.

Due to the income shock
emanating from the pandemic, 77.2
per cent of the vulnerable non-poor
fell below the poverty line, according
to a joint study of the Power and
Participation Research Centre and
the Brac Institute for Governance and
Development.

This would imply that beyond
the 20.5 per cent of the population
officially recognised as poor there is
a group of ‘new poor’ representing
an additional 22.9 per cent of the
population that needed to be brought
within the discussion on poverty.

“The Tk 54,695 crore subsidy is
not a small amount. So, we have to
think about this expenditure. We can't
allocate these resources inefficiently,”
said Ahsan H Mansur, executive
director of the Policy Research
Institute of Bangladesh, a think-tank.

He, however, backed the increase in
the subsidies for agriculture, food and
low-cost loans, calling them timely.

The Tk 5,000 crore interest rate
subsidy extended to businesses
and industries aiming at economic
recovery is desirable although the
amount is small, he said.

“But the subsidy going to the power

sector is not coming down. Most of
the spending in this category is being
used for capacity payment, meaning
the government is paying although
the power plants are not supplying the
electricity. We have to give attention to
this area.”

There is no question about the
increase in food subsidy as the
government would have to expand the
open market sales to feed the people,
said Mansur, a former economist of
the International Monetary Fund.

The subsidy geared towards farm
mechanisation would be good for
the country. “This should be done
ensuring competitive process instead
of sourcing equipment and machinery
from one or two companies.”

The price of fertiliser has gone down
internationally and the use of fertiliser
is not increasing in Bangladesh
as farmland is not expanding. So,
this subsidy should go down, the
economist said.

According to Mansur, remittance
and export subsidies are unnecessary
and these could be extended by
depreciating the exchange rate.

“This would have been good for
all exporters, while the government
would have got rid of administrative
processes and costs.”

Floor price weighing heavy on
investors as trading finally resumes

FROM PAGE B1
Investors are, however, cautious about the upcoming
earnings declaration of listed firms, according to Pasha.

“The earnings may fall because the firms have not been
able to do business in the last two and a half months.”

As the performance of the listed firms has been affected
by the pandemic, dividends would also receive a blow, said
a top broker.

“Investors know about it and some of them will try to
sell their shares.”

The index will fall if the floor price does not continue.
However, the fall will create an opportunity for some to
park money in lucrative stocks as they know the index
would move up when the pandemic peters out, the broker
added.

Several stocks were not traded yesterday due to the lack
of buyers as they think these stocks deserve fall more. But
that did not happen because of the floor price, said the
broker.

On the DSE, 60 stocks advanced, 68 declined and
195 were unchanged yesterday. Turnover, an important
indicator of the stock market, dropped 59 per cent to Tk
148 crore.

Beximco topped the gainers’ list as it advanced 10 per
cent, followed by Prime Finance 1st Mutual Fund, ACI,
Central Pharmaceuticals and ACI Formulations.

AB Bank was the top loser shedding 10 per cent,
followed by Standard Bank, Altex Industries, Premier Bank
and Exim Bank.

Square Pharmaceuticals was the most traded stock,
followed by Beximco Pharmaceuticals, Grameenphone,
Orion Pharmaceuticals and Beximco.

The port city bourse also observed an upward trend. The
broader CSCX index rose 92.25 points, or 1.34 per cent, to
6,952.12.

Low-cost loans from stimulus packages not going like hot cakes

FROM PAGE B1

A total of 33 banks and NBFIs have so far signed
participation agreements with the BB to use the
refinance fund.

The BB official hopes banks will take initiative
to disburse the loans within the shortest possible
time.

The central bank does not know anything yet
on whether the lenders have disbursed any fund
under the refinance scheme of Tk 5,000 crore for
agro-based small and medium businesses.

Banks will have to inform the central bank
within the first week of this month to this end.
No fund has yet to be disbursed from another
refinance scheme of Tk 3,000 crore for the marginal
businesses and farmers.

But banks are now taking preparation to
give out loans under the stimulus package as
24 lenders have already signed agreements with
the central bank to use the fund, said another
central bank official.

Some nine banks have also applied for the
fund.

“We think that the whole process will be
completed soon and both the marginal and
deprived businesses will get loans in the quickest

possible time,” the BB official said.

But banks said borrowers are still less
enthusiastic about taking loans at this moment
to run their businesses.

Sonali Bank MD Ataur Rahman Prodhan
said his bank had not got expected response
from borrowers for funds from the stimulus
packages.

“Businesses are now playing a wait-and-watch
game,” said Syed Mahbubur Rahman, managing
director of Mutual Trust Bank.

The lender has so far received only 30-35
applications for loans from stimulus packages,
he said.

“The economy has just reopened. And this
will play a role in helping borrowers decide on
whether to take loans or not,” said Rahman, also
the immediate past chairman of the Association
of Bankers, Bangladesh, a forum of managing
directors of banks.

He, however, said banks are ready to sanction
loans and forward the applications to the central
bank. Shah Md Moinuddin, deputy managing
director of IFIC Bank, echoed the same.

The bank has got only 5-6 applications from
borrowers.

NTT DoCoMo poured $350m in Bangladesh. But it
is now leaving empty-handed.

FROM PAGE B4

If a company invests in any country and does not
see the expected return, it can exit the country.
This is an international practice. The same has
happened in case of NTT DoCoMo, he said
yesterday.

“There is nothing to be worried and it would
not impact the flow of foreign investment to
Bangladesh,” he said, adding that the Japanese
company did not raise any complaint with the
BIDA about any policy.

The BTRC says the departure of DoCoMo
would not affect Bangladesh’s 5G ambition.

“Bangladesh is a huge market and all the
top global players are running their business
here. You will never find so many customers
in a very small cell like Bangladesh,” Haque
said.

After securing the DoCoMo’s stake, Bharti
would hold 31.33 per cent stake in Robi. Kula
Lumpur-based Axiata retains the controlling
stake of 68.95 per cent.

Commercial production
starts of another promising

COVID-

FROM PAGE B1

Moreover, the condition of only
2.64 per cent of patients here turned
critical, he said.

“We used the Favipira for only
moderate to severe patients. Among
them who had no chronic and other
diseases like diabetics, cancer, liver
problem recovered within seven days.
In my study, I found that Favipira
shows efficacy in 91.6 per cent of
patients,” Islam said.

BAF physicians applied Favipira
at their temporary hospital at BAF
Shaheen College Kurmitola for 29
critical patients and of them, 28
recovered, said Md Abdur Nur.

Eskayef =~ Pharmaceuticals  has
started distributing Favipiravir under
the brand name Favipir, Mohammad
Mujahidul  Islam, director for
marketing and sales, told The Daily
Star.

“The good news for us is that
the necessary drugs for COVID-19
patients’ treatment are available in
Bangladesh at this moment,” he said.

Beacon Pharmaceuticals started
commercial production from the first
week of April, Monjurul Alam, global
business director, told The Daily Star.

Bangladesh Medicine Society along
with CRO IDESHI is conducting a
clinical trial on patients, the trial
protocol of which is approved by
Bangladesh Medical Research Council

19 cure

and the DGDA, he said.

The company has already received
orders from different countries,
including those in Latin America
and East Europe. “We have adequate
capacity to meet the country’s own
demand and can also export to all
over the world,” he added.

However, the medicine is now
available in all of their 23 depots
throughout Bangladesh.

About the price, Alam said each
200mg tablet would cost Tk 400 and
one patient needed roughly 60 to 70
tablets.

Beximco has been producing the
medicine in name of VIRAFLU and
providing supplies to the DGDA for
use, said Rabbur Reza, chief operating
officer.

The company will not supply
Favipiravir to pharmacies as the
general public will needlessly
stockpile it, he said.

Beximco is getting queries from
other countries but an export order is
yet to come, he said.

Renata will go for commercial
production within a couple of weeks
as demand has been created due
to the rise of patient numbers, said
Monowarul Islam, general manager.

“We are already prepared to
go into production to help the
government make the drug available
for coronavirus patients,” he said.
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US firms in Hong Kong awake to‘sad day’
as Trump vows to curb economic ties

REUTERS, Hong Kong

The American Chamber of Commerce in
Hong Kong said on Saturday it was “a sad
day” for the global financial centre, hours after
UsS President Donald Trump moved toward
stripping the city of its special treatment in a
bid to punish China.

In some of his toughest rhetoric yet, Trump
said Beijing had broken its word over Hong
Kong's high degree of autonomy by proposing
new national security legislation and the
territory no longer warranted U.S. economic
privileges.

“We will take action to revoke Hong Kong's
preferential treatment as a separate customs
and travel territory from the rest of China,”
Trump said, adding that Washington would
also impose sanctions on individuals seen
as responsible for “smothering - absolutely
smothering - Hong Kong'’s freedom.” Trump
told reporters at the White House that China’s
move on Hong Kong was a tragedy for the
world, but he gave no timetable for the moves,
leaving Hong Kong residents, businesses
and officials to ponder just how far his
administration will go. “This is an emotional
moment for Americans in Hong Kong and it
will take companies and families a while to
digest the ramifications,” AmCham President
Tara Joseph said in a statement.

“Many of us ... have deep ties to this city and
with Hong Kong people. We love Hong Kong
and it’s a sad day,” she said, adding the chamber
would continue to work with its members to
maintain Hong Kong's status as a vital business
centre.

China’s parliament this week approved a
decision to create laws for Hong Kong to curb
sedition, secession, terrorism and foreign
interference. Mainland security and intelligence
agents may be stationed in the city for the first
time - moves critics say put the city’s extensive
freedoms at risk.

Authorities in Beijing and Hong Kong
insist the legislation will target only a small
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REUTERS

US President Donald Trump makes an announcement about US trade relations with China and

Hong Kong in the Rose Garden of the White Ho

number of “troublemakers” who threaten
China’s national security. They say such action
is urgently needed after months of sometimes
violent anti-government protests rocked the
city last year.

Protests movements are simmering again
as Hong Kong emerges from its coronavirus
shutdown. Demonstrators are expected to take
to the streets on Sunday.

Trump did not name any sanctions targets
but said the announcement would “affect
the full range of agreements we have with
Hong Kong”, including the U.S.-Hong Kong
extradition treaty to export controls on dual-use
technologies and more “with few exceptions”.

China’s Global Times, published by the
People’s Daily, the official newspaper of
China’s ruling Communist Party, said Trump's
decision was a “recklessly arbitrary” step.

The Hong Kong government - which
has a long history of working ties with U.S.
counterparts, distinct from Beijing - has yet to
respond, although it warned on Thursday the

use in the US on May 29.

move could be a double-edged sword.

More than 1,300 U.S. firms have offices in
Hong Kong and provide about 100,000 jobs.
In the past decade, the U.S. trade surplus with
Hong Kong has been the biggest among all its
trading partners, totalling $297 billion from
2009 to 2018.

Washington has also worked quietly with
Hong Kong on anti-terrorist and money-
laundering efforts, and U.S. envoys have long
valued Hong Kong's separate membership
in some large international economic
organisations.

“Hong Kong is an articulate champion
of free markets and effective champion of
free markets and the reduction of trade
barriers,” according to a fact sheet on the U.S.
Consulate’s website.

Britain, meanwhile, is prepared to offer
extended visarightsand a pathway to citizenship
for almost 3 million Hong Kong residents in
response to China’s push to impose national
security legislation in the former British colony.

Malaysia,
Singapore defer
high-speed
rail project

REUTERS, Kuala Lumpur

Malaysia and neighbouring
Singapore said on Sunday they
had agreed to suspend until
Dec. 31 a high-speed rail (HSR)
project between  Malaysia’s
capital, Kuala Lumpur, and the
city-state, to allow discussion of
changes.

Analysts estimate the project,
first announced by both nations
in 2013, will cost about $17
billion, though the two have
tried to renegotiate the terms of
an initial pact.

“The government of
Malaysia and the government
of Singapore have agreed to
resume discussions on the Kuala
Lumpur-Singapore high speed
rail infrastructure project in the
near future,” said Mohamed
Azmin Ali, Malaysia’s minister of
international trade and industry.

“The discussions will
encompass some of the
proposed changes in the
commercial and  technical

aspects of the project,” he said
in a statement.

Singapore’s transport
ministry said in a separate
statement that it had agreed to
a “final extension” and that
it looked forward to receiving
Malaysia’s formal proposal on
the changes soon.

Singapore’s transport
minister Khaw Boon Wan said in
a Facebook post on Sunday that
the extension should provide
sufficient time for Malaysia to
clarify its proposal and for both
sides to assess the implications
of the proposed changes.
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China factory activity
slows as global slump
drags on growth

A¥p, Beijing

Factory activity in China expanded at a slower pace in
May as the country attempts to get back on track after the
coronavirus, official data showed Sunday, with the global
economic slump making the sector’s recovery difficult.

China’s factories have stirred back to life after the
lifting of strict lockdown measures imposed when the
deadly virus surfaced in the central city of Wuhan, but its
spread worldwide has dragged down key foreign markets
-- weighing heavily on Chinese exports.

The Purchasing Managers’ Index (PMI), a key gauge
of activity in China’s factories, was at 50.6 points in May,
remaining above the 50-point mark separating growth
from contraction each month.

But the figure was down slightly from 50.8 the month
before, and 52.0 in March, according to the National
Bureau of Statistics (NBS).

NBS senior statistician Zhao Qinghe pointed to
weakness in China’s imports and exports, saying “the
epidemic situation and economic situation globally
remain severe and complex, and foreign market demand
is still shrinking”.

Zhao said indexes on new export orders and imports
remained at relatively low levels.

AFP/FILE
Workers assemble toys at the Mendiss toy factory in
Shantou, southern China’s Guangdong province.

The “momentum of economic recovery is steady and
improving”, Zhao added, but there is weakness in some
industries such as textiles and apparel.

Non-manufacturing PMI was at 53.6 in May, a slight
increase from the month before, with the NBS flagging that
the construction and service industries are showing signs
of recovery.

Business activity in the cultural, sports and
entertainment industry, however, remains low with many
entertainment venues still closed amid fears of a second
wave of COVID-19 infections.

Nomura analysts said in a report this week that “with
economic growth in the major economies of Europe and
the Americas set to drop by around 15 percent year-on-
year in the second quarter, China’s exports seem poised
to fall”.

They added that even with exports of coronavirus-
related medical supplies providing a boost in recent weeks,
this is not likely to offset external challenges.

It is also likely to be “unsustainable” as new cases peak
and more countries ramp up their own production of
goods, they said.

Economists flagged concerns around employment,
with UOB head of research Suan Teck Kin noting the
employment index for both manufacturing and services
were below 50.

He said there isa “need to watch on that, especially with
China’s official job creation number adjusted downward
quite significantly this year”.

Premier Li Keqiang's annual work report this year at the
National People’s Congress made stabilising employment
a top priority, targeting new urban employment of over
nine million -- a drop from 11 million targeted in 2019
-- following the pandemic hit.
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Ctg port faces
another setback
as fear grips
employees

MOHAMMAD SuMAN, Ctg

Export and import activities through
Chattogram port may face a fresh round of
setback as the fear of contracting the novel
coronavirus is spreading like wildfire among
the employees of the premier seaport and the
customs house.

Three port employees have died while 35
staffers, including 14 from the customs, have
tested positive for COVID-19 until Saturday.

Port and customs officials said it was not
possible to maintain social distancing as about
12,000 people, including importers, clearing
and forwarding agents, shipping agents, port
workers, and truck drivers and helpers, come to
the port area every day.

“The customs house was open round-the-
clock during the general holidays. Though we
have taken several measures to fight the novel
coronavirus, maintaining social distancing
is quite impossible due to the huge number
of service recipients coming every day,”
said Fakhrul Alam, commissioner of the
Chattorgram customs house.

About 3,000-4,000 trucks and covered vans
from different parts of the country enter the port
area a day with more than 6,000-8,000 drivers
and assistants, according to Omar Farooq,
secretary of the Chittagong Port Authority.

Besides, more than 4,000-5,000 C&F agents,
port workers and shipping agents remain busy
at the port jetties, he said.

“We are trying our best but still it’s a gigantic task
to ensure social distancing among all these people.”

Farooq said they collect samples from 15
employees every day through the Chattogram
port hospital and send those to the laboratory
for coronavirus test.

“We know it's not enough. So we have
requested the health department to set up
a separate coronavirus testing booth for us. I
hope it will be possible in two or three days.”

A customs official, who has been struck
by COVID-19, said each floor of the three-
storey building of the customs house remains
crowded every moment.

“Thousands of people enter the building and
they have to move through a narrow staircase.
The employees are at risk as they do not have
proper personal protective equipment.”

Altaf Hossain, general secretary of the C&F
Agents’ Association, said the customs and
port authorities were working with half the
manpower than required.

“As a result, it takes more time to get our
work done,” he said, adding that they had
directed their employees to wear masks and

TAMING CORONAVIRUS RAMPAGE

NTT DoCoMo poured $350m in Bangladesh.
But it is now leaving empty-handed.

Japanese telecom giant pointed fingers at regulatory regime

MUHAMMAD ZAHIDUL ISLAM and JAGARAN CHAKMA

is leaving Bangladesh after 12 years
completely empty-handed despite
injecting $350 million in the country.

The departure, which will bring
DoCoMo’s 12-year  presence in
Bangladesh to an end, has raised
questions about the regulatory regime in
the telecommunication sector.

This may also impact the 5G roadmap
of Bangladesh as NTT DoCoMo is ranked
the world’s leading operator in terms
of applications for candidate standard-
essential patents and the number one in
terms of 5G technical proposals in 2019,
experts say.

On Friday Robi, the second-largest
carrier of the country where DoCoMo was
a part for the last 12 years, got the approval
from the Bangladesh Telecommunication
Regulatory Commission (BTRC) to hand
over its 6.33 per cent share in Robi to
Indian multinational company Bharti
Airtel.

The Japanese mobile phone operator
has not disclosed how much it is getting
from the Indian firm for selling the shares.

This compelled the BTRC to reach an
amount by fixing the value of the stake at
Tk 10 per share in line with the face value
of each security in the stock markets in
Bangladesh.

The carrier has paid all of the Tk 4
crore it has got from Bharti International
to the BTRC in share transfer fees, which
would leave the Japanese company with
no money or very insignificant amount to
take home.

Now, it has to complete some
formalities at the Registrar of Joint Stock
Companies and Firms before leaving.

In 2008, when DoCoMo came to
Bangladesh, the BTRC had charged Tk 139
crore as share transfer fees, which were 5.5
per cent of the total value of the shares.

At the time, AK Khan Group sold its 30
per cent stake in the erstwhile Aktel and a
case has still been pending with the High
Court on the issue of the huge transfer fees.

Since the foray, the Japanese telecom
investors were very unhappy with the
telecom policies and regulatory regime of
Bangladesh and as a result, they even did
not consider any further investment in the
country save some requisite technological

DoCoMo raised questions about
the policies on fibre optical cable,
interconnections and telecommunication
transmission.

Mobile operators are allowed to lay
fibre optic in other countries. But in
Bangladesh, they have to take the service
from other companies.

Similarly, the carriers have to go
through  interconnection  exchange
operators and international gateway
operators before connecting subscribers
at home and abroad.
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NTT DOCOMO’S TIME IN
BANGLADESH

» AKTEL awarded licence in 1997 with the
partnership of Telecom Malaysia

» In2008,NTT DoCoMo acquired 3 0pc
shares of local firm AK Khan Group for
$350m and renamed it as Robi

» In 2012, DoCoMo diluted its sharehold-
ing to 8pc

> DoCoMo’s shares were further diluted
in 2016 t0 6.3 3 pc when Robi merged
with Airtel

> From the onset DoCoMo was unhappy
with regulatory regime

High tax is another reason, say industry
people. At 54 per cent, Bangladesh’s
mobile industry has one of the world’s
highest taxation rates.

In 2013, the predominant mobile
operator of Japan decided to squeeze its
stake to 8 per cent from 30 per cent.

When Robi and Airtel merged in
November 2016, DoCoMo’s share was
diluted and came down to 6.33 per cent.

When DoCoMo  contracted its
shareholding to 8 per cent in 2013, the
Bangladesh government should have
taken it as a wakeup call as the Japanese
behemoth had squarely blamed regulatory
uncertainty for downsizing its stake, but
the situation kept worsening, experts said.

in the board of Robi Axiata and withdrew
all of its employees at Robi more than a
year ago.

In February, Robi announced that
it wanted to get listed on the stock
market and has accordingly applied to
the Bangladesh Securities and Exchange
Commission -- in a testament of the
commitment of the foreign owners of the
operator to the market.

Once the issue becomes mature, the
stakes of both Axiata and Bharti will be
diluted and the shareholding structure
will change again.

In a meeting in March, the commission
decided to allow DoCoMo to leave the
country. There had been no mention of
imposing charges on the share transfer in
the meeting minutes.

The meeting also decided to
recommend the government approve the
departure. But in the letter of the telecom
ministry where it gave the consent, the
issue of charge was mentioned.

On Saturday, Md Jahurul Haque,
chairman of the BTRC, said the
commission did everything as per the
Telecom Act.

“Maybe they (DoCoMo) have other
plans and that's why they are leaving
Bangladesh,” he said.

With the departure, DoCoMo will join
a list of telecom players such as Orascom
Telecom Holding, SingTel and Dhabi
Group (Warid Telecom) that wounded up
operations in Bangladesh in the past.

Robi has 4.99 crore active users as of
March, trailing behind market leader
Grameenphone.

“We are sad to see NTT Docomo exiting
from Bangladesh’s telecom market,”
said Shahed Alam, chief corporate and
regulatory officer of Robi Axiata.

In 2016, Citycell, the country’s first
mobile operator, quit the market. Later,
Airtel merged with Robi since its operation
in Bangladesh as a separate company had
become unviable, he said.

“Therefore, there is no doubt about
the dire business prospect for telecom
business in Bangladesh unless economies
of scale are created by an operator,” said
Alam.

Md Sirazul Islam, executive chairman of
the Bangladesh Investment Development
Authority (BIDA), does not think that the
departure would give a wrong signal to

Calls for anti-dumping
duty on Indian yarn
grow louder

REFAYET ULLAH MIRDHA

The country’s primary textile millers have once again called
upon the government to impose anti-dumping duty on
cheap Indian yarn to save the $8 billion domestic textile
industry.

Thanks to the global coronavirus pandemic, hundreds
of mills in India are sitting on unsold yarn, which they
are diverting to Bangladesh on the cheap and many local
garment makers are lapping them up.

For instance, the local millers are selling the widely-
consumed 30-carded yarn is selling at $2.80 to $2.90 a
kilogram, whereas the same quality yarn can be managed
at $2.60 to $2.70 per kg from India, according to the
Bangladesh Textile Mills Association (BTMA).

Besides, the Indian yarn is highly subsidised as the
government provides incentives for cotton purchase and
production of yarn at the mill level, according to BTMA
Secretary Monsoor Ahmed

As a result, yarn worth $1.4 billion have remained
unsold at the factory level in Bangladesh over the last two
months, he told The Daily Star yesterday.

Subsequently, the BTMA recently wrote to Finance
Minister AHM Mustafa Kamal, Commerce Minister Tipu
Munshi and Textiles and Jute Minister Golam Dastagir
Gazi requesting measures to stop the invasion of cheap
Indian yarn.

In the letter, the association also called for increasing
the cash incentive for garment exporters by 6 percentage
points to 10 per cent if local yarn and fabrics are used.

The local millers churn out $12 billion worth of yarn
a year and can meet 85 per cent of the demand for raw
materials by the knitwear sector and 35 per cent by the
woven sector.

In fiscal 2018-19, Bangladesh exported garment items
worth $35 billion, and 63 per cent of the garment items
were made from local raw materials. As a result, the
retention value was also high at $15 billion, according to
BTMA President Mohammad Ali Khokon.

On the other hand, the retention value from the
imported raw materials was only $3.25 billion, he said in
the letter.

The BTMA also demanded the import prices of yarn
be scrutinised at the land ports along the Bangladesh and
Indian bordering areas.

Meanwhile, the Indian clothing manufacturers have
already taken steps to save their domestic industry.

On May 22, Rakesh Biyani, president of the Clothing
Manufacturers Association of India (CMAI), sent a letter
to Indian Textile Minister Smriti Zubin Irani to request an
additional duty on import of apparels from Bangladesh.

The CMAI said the domestic clothing industry is under
threat because of duty-free import from different countries,
including Bangladesh.

Thanks to the duty-free trade benefit, Bangladesh’s
garment export to India has increased a lot in recent
time despite having a 12.50 per cent countervailing and
provincial duty.

follow other safety guidelines.

support.

In the last one year, DoCoMo did not sit
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Japanese firms eye
expansion, not relocation

REerAYET ULLAH MIRDHA

Following the advent of the coronavirus
pandemic in Wuhan, China last December,
it was assumed that a number of Japanese
companies based in the East Asian nation
would shift their factories to less affected
countries like Bangladesh and Vietnam.

However, Bangladesh might not
benefit greatly after all as a very few of
the Japanese companies want to relocate
from China, said a senior official of
the Japan External Trade Organisation
(JETRO) last week.

Bangladesh, however, could still enjoy
the fruits of Japanese investment as majority
of the existing Japanese companies want to
expand their operations in Bangladesh, the
JETRO official added.

The increase in Japanese companies
in Bangladesh over the years

SOURCE: JETRO I I I I

JETRO is a government organisation

that works to promote mutual trade and
investment between Japan and the rest
of the world. As such, the organisation
oversees all of Japan's foreign investment.

According to the annual JETRO survey,
99 per cent of the Japanese companies
operating in China will remain where they
are.

Only 0.9 per cent will even consider
diversifying their business to a third
country or region in the next one or two
years, said Yuji Ando, Bangladesh country
representative of Jetro.

“We cannot say for certain that Japanese
companies have started relocating to other
counties,” Ando said in reply to a query
from The Daily Star last week.

“However, the Japanese government
plans to support its companies to diversify
their production base,” he added.

As of 2019, the number of Japanese
companies operating in China is 33,050.

As per the statistics from JETRO Dhaka,
the number of Japanese companies
operating in Bangladesh has quadrupled
over the past 10 years and as of April 2020,
stands at 310, Ando said.
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The cumulative value for foreign direct
investment (FDI) from Japan is about $370
million.

Japanese investment may favour labour-
intensive sectors like the apparel and IT,
which have the possibility to diversify
Japan's procurement of such products from
China to Bangladesh.

In the past, rather than the COVID-19
pandemic, it was other issues such as
increased labour costs in China that
pushed companies to expand their markets
to emerging countries like Bangladesh.

Considering the huge potential for
growth in countries like Bangladesh, the
JETRO survey also found that about 70.3
per cent of all Japanese companies would
consider expanding their businesses in the
next one or two years.

This rate is the highest among 19
countries and regions in Asia and
Oceania.

But due to the ongoing pandemic,
companies will have to recoup their losses
before making any plans for expansion.
This means that government support for
those companies will play a key role in
their decision to reach other markets.

At times, Japanese investors complain
about different challenges they face in
Bangladesh, the official said.

“We can say that we have two major
issues. First, tax and foreign exchange.
Second, the improvement of investment
climate.”

The regulation of telegraphic transfer of
remittance for import trade is one of the
more symbolic issues as companies have
to bear high transaction costs and spend
considerable amounts of time on import
trade, Ando said.

The government temporarily relaxed
regulations on working capital loans from
parent companies as such but the limitation
for eligibility and term should be relaxed
further, he said.

“I understand that the budget for
financial support is limited so I strongly
believe thatitis high time for the Bangladesh
government to go for regulatory reforms
(deregulation) to improve the bottlenecks
and promote FDIs, especially in the tax and
foreign exchange policy and investment
climate.”

This would support local companies
and directly contribute to improving
the country’s position in the ‘Ease of
Doing Business’ index of the World Bank.
Investors are always closely watching the
government'’s efforts to improve investment
climates, he added.

Managing stimulus packages
and banking sector liquidity

PrASHANTA KuMAR BANERJEE

economy is reeling from the shocks of the
coronavirus pandemic.

Apart from the health and safety issues
relating to COVID-19, a discussion on possible
measures for both the economy and financial
sector liquidity has become essential.

As per the prediction of many economists,
Bangladesh'’s gross domestic product may shrink
by 2 per cent to 3 per cent, although the extent
of severity and recovery mainly depends on how
long the pandemic will drag on.

It is also important to note that the country’s
trade to GDP ratio was 38.24 per cent in 2018,
which signifies that the recovery of our economy
will also depend on how the world economy,
particularly the US and European economies,
behave in the post-pandemic period.

The government and the Bangladesh Bank
have initiated several praiseworthy measures for
the sake of the general people, real economy,
and most importantly, the financial system.

Their decisive actions have already created
confidence among stakeholders and will
possibly help avert panic.

The government has so far announced 19
stimulus packages worth Tk 103,117 crore,
which is 3.7 per cent of the country’s GDP.

Crucially, a certain portion of the interest
rates of all stimulus packages will be borne by
the government.

Besides, organisations like Palli Karma-
Sahayak Foundation (PKSF), Palli Sanchay Bank
and a few non-governmental organisations have
announced their own packages.

The government is expected to innovate
new tools and sources of finance in place of
traditional means of borrowing from banks,
as leaving enough funds in the hands of the
institutions to lend to the private sector is also
crucial.

Apart from strengthening the tax machinery
on a priority basis, a host of other measures has
become the demand of the time.

They include bringing black money to the
market; maintaining steady remittance inflow
through giving incentives; requesting the
diaspora community to send money for their
motherland in profitable long-term investment
opportunities; requesting international funding
agencies to provide more financial support;
prioritising the implementation of development
projects; stopping the misuse of resources at the
maximum level, and so on.

We know that every challenge comes
with opportunities. We need to locate these
opportunities well ahead of others and use
them perfectly for the interest of reviving our
economy.

In this global crisis, our solace is that the
government is in a comfortable position with
the food supply as farmers have successfully
stored boro paddy and aus is going to be
cultivated in due time.

On the external front, a low oil price is
expected to continue, and that is good news.

If the government can implement its stimulus
packages by not depending much on lenders,
hopefully, banks and financial institutions will
not face major problems in providing liquidity
support to the real economy.

To maintain liquidity support for banks and
financial institutions, the BB has taken several
appreciable measures.

It has reduced the cash reserve requirement
(CRR) and repo rates by 100 and 75 basis points,
respectively, for injecting sufficient funds into
the market.

The BB has also announced its intent to
purchase treasury bills and bonds currently held
by banks in excess of their statutory liquidity
ratio (SLR) requirement.

This quantitative easing technique can be
very helpful in supporting the financial market
liquidity in the crisis period.

It is expected that banks and financial
institutions can add Tk 105,646 crore in the
market by selling excess holding over SLR to the
central bank if they need money.

On the contrary, the BB has created scope for
banks to lend more money to the economy by
increasing the loan-deposit ratio from 85 per
cent to 87 per cent for conventional banks and
investment-deposit ratio from 90 per cent to 92
per cent for Islamic banks.

To deal with the liquidity problem, the BB can
take more conventional and unconventional
measures like decreasing the reverse repo rate
and even permitting borrowing against the SLR
holding among others in case of the need for
more money.
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Reconditioned vehicle
sellers seek Tk 500cr loan
from stimulus package

StAR BUSINESS REPORT

Reconditioned vehicles traders are demanding
Tk 500 crore from the government’s stimulus
package for industries and service sectors
to cope with the economic fallout from the
ongoing pandemic.

Announced in April, the Tk 72,750 crore
allocation includes low-interest loans that
would be provided by banks.

The vehicle importers and dealers say
they had continued paying staff salaries and
showroom rent amidst poor sales during the
last two months of shutdowns, which led to
losses of about Tk 300 crore.

“Automobiles are not daily essentials and
we fear that the current scenario will continue
for several months before sales regain their
momentum,” said Abdul Haque, president
of the Bangladesh Reconditioned Vehicles
Importers and Dealers Association (Barvida),
in a virtual press conference yesterday.

About 6,000 vehicles have been sold this
fiscal year, whereas last fiscal year the figure had
reached some 14,000.

Showrooms have been shut since March 26
and some Barvida members opened theirs on
a limited scale from May 10, all to no avail as
there is little to no customers, Haque said.

Barvida is a big source of revenue for the
government and they pay thousands of crores
of taka a year to the government exchequer
in the form of tax, the association said in a
statement yesterday.

About two-thirds of the value paid by a
customer for a vehicle is essentially duties and
taxes payable at the import stage. This revenue
amounted to Tk 1,456 crore last fiscal year, he
said.

The trade also contributes to the economy
by generating value-added tax, road tax and
registration fees, the Barvida president said.

Besides, each of Barvida's over 870 members
pays their income tax and they have already
invested around Tk 20,000 crore in the past 30
years.

By providing the sector Tk 500 crore in low-
interest loan, the government exchequer would
eventually be Tk 1,500 crore richer.

“We assure the government that the loan
for reconditioned motor vehicle sector is 100
per cent safe. The money will be deposited in
the bank against the vehicle document, and
Barvida will provide a guarantee,” he said.

According to Barvida, over 4,000 cars are on
display in around 200 showrooms in Dhaka
and Chattogram at present.

Besides, about 7,000 imported vehicles have
been kept in the Mongla and Chattogram yards.
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