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is taking the exchanges if it is
an equity paper or an equity
mll:rumt.

‘Fukttwm.
Absolutely. He takes e:mhmme
risk and there is no exchange
risk for the Indian company.

Salman Rahman: You have
done about 300 million and we
have had about 15 million dol-
lars similar but not quoted
here. They are operating it
through the Dhaka 5Stock

and they are appoint-
ing custodian banks within
Dhaka.

. Venkiteramanan: | think in
our depository system also
these receipt custo-
dians have a custodian who is
corresponding with them in
India.

The question is whether
mostly the investors are of the
Indian origin. Now I personally
think once a dollar comes into a
country, it deesn't matter
whether it is Indian or non-
Indian in origin. For instance
the Chinese investment of 10
billion dollars is basically from
the overseas Chinese. But | am
advised by people like Merill-
Lynch, J P Morgan and so on
that the Indian investor is really
coming to about 30 to 40 per
cent but the bulk is the funds.
The pension funds, for in-
stance, are mutual funds.

Recently | negotiated in my

India they cannot. In case of
India having floating currency,
so why can't they reduce the
bill. When we export, if there is
any dispute on our export qual-

ity, if buyer claims, we cannot

reduce the bill without permis-
sion from Bangladesh Bank.
Will this restriction go away
when the convertibility tak:a
place?

Venkiteramanan: Let me
explain this. This point was
raised with us by the Indian
traders even before convertibil-

Unless there are investments in the
country there will be hardly any need for
Taka in the overseas market. I am not in
favour of free-float. I think with managed
float we can have a smooth transition,
and it will be better for the economy.

individual eapacity with a very
fund in Boston. They
had about 10 billion dollar
fund. They came in and tied up
with a company in Madras. It is
not a very big company but they
want to invest 100 million dol-
lars in India.
Now that point is obviously
the originators of the fund, not
from the Indian investors. Now

Wajiullah

Fidelity or Major Land, all t
funds ke Templeton's. | ull:i;
e Templeton when | was the
governor. Its origin Is very very
diverse but what you might be
Inlerested In knowing Is these
funds have a certain percentage
allocated for what they call
Emerging Markets, two to three
er cent. and India,
. Bangladesh, Pakistan., Shri
Lanka form that.

ity was contemplated. 1 found
that this is very important and
it was really a relaxation of
Foreign Exchange Regulations
Act. Why should a claim settle-
ment, an arbitration settlement
come to a central bank? We

“used to arbitrate on most of

these issues including the pay-
ment to the lawyer. In fact, it
used to be a very big point and
by the time the lawyer faced or
settled the issue the claim was
over. e cmacd

What we did was, we said
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Mahfuz Anam:
Vankitaramanan, you touched
on this point in passing but it
struck me as very important.

Kazi Majd

You talked about this big inter-

national fund and you said they

have two or three per cent of
this fund set aside for develop-

ing countries in this area. -
Would you elaborate a little bit
please?

Vénkiteramanan: These

W

We from the DCCI welcome this move.
However we are not clear as to all the
implications of this reform. We are not
sure how it will impact on the business

community.

you need not to come Lo the
central bank. It could be settled
the authorised dealer.

you are making the pnymentn
and therefore we did not want

the matter to come to the cen-
tral bank.

M A Taher: | feel the ex-
porters and importers are tak-
ing their own risk and so cen-
tral bank should not control it
in this way

Venkiteramanan: This was

done in the old days because

the central bank I’ug.md that

The most important thing is a stable
exchange rate. It creates the environment
where investors invest, people move their
remittances and economic progress takes

place.

Inspite of the so called ir-
regularities the interest in India
has’ been quite strong. It is 1o
facilitate this investment |
think e steps that the

Bank is taking are
very important. It is more as a
facilitator. as a catalyst of activ-
ity in the investment sense, that
is where we need it

M A Taber: | would like to

Pput a question to all. We are the
exporters as well as the im-

porters. If we import and if
there is any claim on maiterials
from Hong Kong or other coun-
tries. they reduce their import
bills. But in case of Pakistan or

there was lot of misuse of this
facility and movement of funds

were away from’ the country
Keeping with the general spirtt
of deregulation | am sure they
will consider it but | don't know
the exact point that they should
do it. But we have done it.

Salman Rahman: This is a
current account transaction.
This would be classified as a
current acoounti transaction. 50
the Deputy Governor has told
us that we are going for full
convertibility on current ac-
count .

funds are actually like mutual
funds in our part of the world.
People contribute to them in the
expectation that out of their in-
vestmerit they will get higher re-
turn than what they are getting
from their banks and other in-
termediaries. These funds have
very large collections or de-
posits, hundred or two hundred
billilons per year. Now these

Forrest Cookson
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amounts have to be invested in
stocks or in bhonds according to
their particular investment pol-
icy: They lind that investments
in developed stock markets do

Mr

they would like to get. So they
would like to invest in emerging
markets. In the emerging mar-
kets they have been earlier con-
centrating on Indonesia,

 Malaysia, Singapore, Hong Kong

and now they are also looking
at the emerging markets of the
South Asian region.

I think if you make the facil-
ity available and if we sell the
details to them through our
friends | am sure they will come
and invest in our markets. |
mentioned about the percentage
allocation which is very impor-
tant. They do not want to
spread their risk in a particular
area. They would like to diver-
sify that risk and therefore set
apart two to three per cent to
begin with |n some other funds
which | talked. But even two or
three per cent can be a very
large amount in this matter.

Zahiruddin Khan: | believe
most of the developed countries
like America, BEurope even
Japan are going through reces-
sion. So isn’'t this limiting the
investment possibilities with the
desired return? As these funds
will start moving, as you said to
our markets, | see a scenario
where lot of these funds will
come*to these areas and now
the real challenge is to make

these funds welcome through
appropriate policy measures
and this convertibility would
assist in that manner,

We are hoping that this will
encourage funds to flow in be-
cause today South East Asia is
the most dynamic region. This
dynamics is moving to South
Asia. We can only delay but the
influence is coming. | believe
that the absorption capacity in
the developed countries for this
huge fund is getting limited and
the return is not worthwhile.
Therefore, this fund has to shift
and it is upto our economic
planners and financiers to see

that this flow is welcome in a .

way (o make this flow in and
flow out easier.

| agree with the minister, |
think there is a terrible poten-
tial here if it is properly ex-
ploited. In good state of stock
market there will be an impor-
tant flow of capital resources
which will enable further in-
vestment in this country.

Salman Rahman: | would
just like to add to what the
honourable Minister said on
this issue. on this fund. You see
there are two reasons. One is
that the rate of return is less in
the emerging markets. What is
fantastic is that you are able to
pick up stock at a very low PE
(Price Earning) ratio. That is; in
other words, you get the shares
al a very very low cost. Now
these are institutional investors
who have long-term investment
plans. They don't wanl to come
in make quick money and get
out.

As they (investors) are being
able to get into the stock market
al a very low level at this
moment they feel that in five to
six years they will be able to
make good profit when they get
out of it. However, for this we
need to have an institutional
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not give them as high return as

framework in place. We have
already attracted some of such
funds. We have got a lot of the
emerging market funds already
investing in the Dhaka Stock
Exchange. But the problem is
that there is no supply in the
Dhaka Stock Exchange of good
stocks.

~ The other problem is that for
these funds to come here we
need to offer them custodian
services. We got two friends
(from international banks) sit-
ting over here, neither of them
offer custodian service. Indo-
Suez is offering only their in-
house supply fund but they are
not offering anybody else.
Standard Chartered: is offering,
so others will also come soon.
We need a lot of institutional

work to be done.
‘Ftnllterlmlnll;: The
honourable Minister had a

question about whether the
stock scandal or irregularity
scandal, has aflfected the attrac-
tiveness of the market (o the in-
vestors. | find that there has
been no effect. But | may point
out that it fs worthwhile for
countries like Bangladesh to
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start funds. We experimented it
fom 1985. 1 started one with
Merill-Lynch then Morgan. The
State Bank of India and Morgan
did have a 180 million dollar
fund. They were the stlarting
points for some of these activi-
ties. Of course now the interna-
tional investors are coming.

| am repeating one point of
view which emerged about the
foreign exchange. If you earn it
why can't yeu keep it
Somebody said we’ll walk
around with dollars in our
pockets. Now apparently in
India this was also the sort of
apprehension but what hap-
pened actually is that after an
initial maybe slight outflow the
experience in India show that
money started coming back: be-
cause le were not Inter-
ested to keeping dollars. be-
cause you could convert it
Secondly, the rate ol interest
keeping it in US dollars as op-
posed to having it in Indian
Rupee was a sort of deterrent to
keeping it abroad

Venkiteramanan: We al-
lowed that facility to banks and
to individuals to keep the dol-
lars. In fact, very little of it was

used because when yau asked

them they would say as long as
the exchangeé rate was not going
to be very volatile and there was
no depreciation inside Lhey

would prefer to have 14/16 per
cent interest rather than put it

in a four per cent, in fact we
offered six per cent as an at-

non-monetary systems are very
difficult, then again our restric-

tions. Our stock ex is so
small. the problem is not in-
vestment, the problem is there

is nuthﬁlg to buy. This is our
main problem.

Not even the nationals have
got enough opportunities to buy
stock and shares here.
Foreigners did come, they have
shown interest but there were
not enough scripts here to go
by. Why should the foreigners
come here if they cannot bring
in and take out money?

We have to tell the people of

We are following the pattern of India,
Pakistan, Sri' Lanka and some others. A
foreigner can now invest any amount, in
any area, and then go out with full
amount of all his gain and his investment.

traction but nobody was tnter-
ested.

If you offer sufficiently high
interest rates they may keep the
dollars, But we wanted to just
give them enough attraction, we
didn't want to give too much at-
traction to keep the dollars, In
Singapore, for instance, you can
keep US dollars or you can keep
Singapore dollars. But your dol-
lars which is kept in Singapore
only attract corresponding rates
of interest.

the world that in Bangladesh
money is convertiblé. You can
take in money and you can take
outl money. With regard to the
capital account, there is a seri-
ous misconception here. We al-
low capital account repatriation
here but that is only for the
foreigners. We allow capital ac-
count repatriation. convertibility
or whatever you say.

Not only that, we promote
and protect the foreign invest-

For Taka convertibility to have a real
impact on the economy, one isolated step
will not be enough. It has to be a part of a
total package of reforms, all of which
must be implemented simultaneously.
Convertibility should be full, and not
partial.

We are talking about mu-
tual funds and [ just wanted to
mention again that India appar-
ently is vetting the companies
that come into the stock ex-
change. That means any old in-
vestor, a fly-by-night operator
cannot come in and invest in
the stock market. They have to
have credentials which any re-
spectable company has.
Because if you have a fly-by-

night operator come in, operate
and suddenly mowve out, In a
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ment by a legislation but not by
the foreign exchange regulation,
but Act of Parliament. Not only
does this allow full repatriation
of the capital he had brought in
but also with all the capital
gains he has made out of it.
This is guaranteed by :the
Republic but not by the gover-
nor of Bangladesh Bank.

has said that our
authorised dealeps of foreign
exchange

will determine

Our intention is to make our readers
better informed about this complex issue
which will touch each of our lives. We
expect our readers to react, write letters
etc. once the transcript of the rnundt.able

is published.
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small market like ours, it could
completely disrupt the system
and the boon can become a
bane,

Jamaluddin Ahmed:
Foreign investors still find it
very difficult to invest here for
various reasoris. First ol all our

(,he ﬁmlg 5Mr Round Table

- Taka Convertibility .Bane or Boon'
'“8 S 3 tembﬂ"ﬂ

through the supply and demand
position of foreign exchange on
a day to day market. Of course
that is convertible. Because
without a rate of exchange there

vertibility under a managed
rate.

Salman Rahman: | would
like to ask Governor
Venkiteramanan what he meant
by saying that convertibility
without an exchange rate de-
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termined by the market is a
myth.

Venkiteramanan: [ believe
real convertibility comes from
the market determined rates.*
But your Deputy Governor has
said that the hand of
Bangladesh Bank is necessary
present, at transitional stage. |
am, therefore, saying that you
are not going convertiple. Yau
are only allowing in the IMF
sense that you can convert
takas to dollars. But you can
convert takas to dolldars at rates
determined by, the Bangladesh
Bank,

What the Bangladesh Bank
ys is that they will determine
at rate with reference to the
arket at which different banks
re dealing with each other.

This is a phase in the transition
to what 1 consider as convert-
ibility. True convertibility will
come only when the market de-
‘termines the rate. Because

you don't do that there will al-

ways be a parallel market.

M A Taher: | have on ques- |
tion to our Deputy Governor.
We are the exporters, we can
maintain foreign currency ac-
count. We are keeping dollars
but we are not being paid any
interest. Rather when we go out
for travel we have to

take travellers’ cheques, which

also cost money, '

Kamaluddin Ahmed: You
are right. Every service has a
cost. You keep an account for
current transaction, hut you
don't get anything. ]mu
have 10 per eenl*‘ﬁ'ktq?
you. If yéu dmﬂﬁrlf'tﬂ’hﬁe]ﬁ it
that way even there are ways
which can earn some interest.
The is such that when
you sell the foreign currency
because you have exported
something, there is one
transaction completed. But
when you are buying or
importing anything. there is an-
other transaction taking place.
that is why this mechanism is
there and so you have to pay for
any service you take fromi the
‘bank. -

Mahfuz Anam: We have
come to the end of our
roundtable and it has been a
most stimulating session. |
must mention an observation of
mine. When The Daily Star or-
ganised the first roundtable ev-
ery participant, when they
started to speak, thanked The
Daily Star for atrranging it.




