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The proposed relaxation ol
bank loan against shares
should be restricted to financ
ing trading on the floor of the
stock market to derive opti-
mum benefit out of the Aar-
rangement. a leading market
operator said here yesterday.

He told BSS that the loans

should be extended only for fa-

cilitating the stock operators
to smoothly carry out their
trading on the floor.
Otherwise. open énded provi-
sion to give loans -against
shares may make an adverse
affect on the capital market,
he said.

Explaining the possible ad-

Former DSE chalrman says

verse imipact, Mamayetuddin
Ahined, Chairman of HMMS
Consultancy and Services Ltd.,
a leading fund managing group,
said though open ended pro-
vision would increase the capi-
tal flow in the market. "we
must remember that this fund
will be coming from borrowed
money and not from savings.”

He sald it was observed in
the past that investment with
borrowed money remained
less cost effective because the
money was lagged with high
rate of interest. So indisc 7umi-
nate use of such loans may

* push the market downward in .

Loans should be extended only
for facilitating stock operators

general and cause exireme
damage to its healthy trend.

Ahmed, who is also (he
former Chairman of Dhaka
Stock Exchange (DSE), was
critical of the recent step
taken by the Securities and
Exchange Commission (SEC)
Lo make it mandatory to have

bank accounts for applving

primary shares.

He said this step had
squeezed the couptry s in-
vestment population especially
the small investors. Those who
do not have bank accounts will
be left out of the investment
market. -He said it was too

DHAKA

earlv to introduce such a step.

‘Onir market is still very small.
lw sadd. .

Ahmed said instead of in-
troduction of such a system in
a country where very few peo
ple maintain bank accounts,
the system of slab for restrict-
ing the myltiple applications

for the primarv, issues is
enough. he said.
However., some brokers

contradfcted this view and
welcomed the SEC decision
and said the fromt runners

the primary share marke!
would be discouraged by this

step.

France calls for
EU conference
on Algeria

PARIS. Feb 5: French
Presid:nt Francois Mitterrand

}!Esterday proposed a European

Union. conference to help

' defuse troubles in Algeria, re-

s AFP.
m}:p:aklng after a meeting
with European commissioners.,
Mitterrand suggested the EU
hold a conference based on

denmands set out by Algerian

apposition parties in Rome °

late last month.
“if the European Unibn

could erganize a conference in.

Europe that would draw on the

different ideas proposed re-

notably at the Rome
erence ... maybe there
would be a befter chanceé lo-
see these projecis recognized
by the opposing parties,"
Mitterrand said.
Some 20,000 people have
been killed in Algeria in the
last three years, mostly in vio-

Jence between Islamic funda-
mentalists an'd security forces

- of the militarv-backed regime.

.The Rome conference in
mid-Jamuary brought a number.

‘of the larger Algeridn parties

together with the banned

. Islamic Salvationn Front to seek

a solution to political and reli-

glovﬁ conllict,

itterrand said he had dis-
cussed the idea of an EU con-
ference on Algeria with

German Chancellor Helmut -
- Kohl on Thursday.

He warned that ccnnnmu:
and social poverty in Algeria
were powerful fuel for
“terrorism and extremism,”
and expressed regret that ev-

ery initiative taken todate to

defuse the tension had col-
Mitterrand took care, how-

. ever, to' say that he was only

expressing his hopes on the
conference and that there had
been no political decision on
the matter. :

; ' | Carr. is.one of the
: - first two brokers to
devole full' limme rese-

arch resources L0 analysing 1he
Bangladesh siockmarket. As a
house we are greatly excited
about the long-term prospects
for- Bangladesh, and 1 have
entitled my paper today — Can
Bangladesh be a winner?

}.3augl'ades.h was one the
best’ performing markets in
the world in 1994,

 Why?

There are three main rea- -

SONS: |
Portfolios' of investment
funds destined for "Asia”, were
awash ‘with cash, searching for
anything to invest in. A new
market was needed as South
East Asian emerging markets
were already trading at hefty

A PER multiples.

Bangladesh is less closely
followéd than othef| emerging
markets, information flow is
weak and market liquidity is
limited. You have to hold a
stock once you buy it.

The market PER was below

the subecontinent
although in line withh other
cmfrg markets as they
"emerged” and the stream of
new issues was apparently at-
tractively priced.
" | Normally stock market per-
formance is linked 1o a per-
ception of ecoriomic growth.
Unfortunately for Bangladesh,
the figures don't yet prove that
the stock market boom was
caused by a significant shift in
the country's economic fun-
damentals, indeed given the
political problems this year, it
may be Hard to prove that the
broad economy has grown
much at all yet.

.BUT -perhaps we should
look at Bangladesh differently.
I am always a little nervpus
when | sugg
should be looked at from any-

‘thing other than a normal
perspective because dther
pencle  ~ften don’t feel Lthe

same way. and the reason for
this nervousness was shown to

s clearly in South East Asia |

average, '

ggest that something

}'-.
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C H.l'ld'likl"-: 1* inance Minister Paui Martm (L) Bhakea h&ndu with Dr Hans Tietmeyer, President
of Deutsche Bundesbank as Germany'seFinance Minister Theo' Wa:gal (2nd-R) talks with
Kenneth Clarke (R) of Britain at the G7 finance ministers meeting in Toronto on Saturday.

— AFP photo

\G-7 m]msters detemmed to prevent

- another Memco-hke CI'ISIS
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TDHONTD Feb §: Hm
United States, which upset
some ;of its economic allies
with &4 rescue package  for

- Mexico, appeared to have re-

gained their support Saturday
at a meeting of filance minis-
ters, reports AP. '

. The ministers from the
Group of Seven, the world's
largest industrial nations, said
they were determined not to
be surprised again with the
sudden economic collapse of
an 'impﬂrlant developing
country.

Mexico's emnnnu-:: down-
turn affected markets and cur-
rencies worldwide. since
December and reminded lead-
ers just how closely the
planet’'s economies are linked.

Canadian F‘lnance Minister
Paul Martin. who hpslrtl e

two-day G-7 session Lhat con

cluded Saturday, said the minﬂ
isters expressed "their total
satisfaction with the interna-

tional efforts to assist Mexico".

US Treasury Secretary
Robert Rubin said some of his

fellow economic officials "had

an understandable view that

 they would like to have been

more fully consulted, and we
absolutely agree with that.”
Attending the conference
were ministers and central
bank chief from the United
States, Canada, France, Britain,
Germany, Italy and Japan, and
Michel Camdessus, head of Lhe

. International Monetary Fund.

President, Bill Clinlun's 40

billion dollars Mexican rescue

package loundered ou tLhe
rocks of Congress. forcing the

president to slap together an-

' other approach. That involved

20 billion dollars from’a spe-
cial Treasury fund made avail-
able to Mexico through execu-
tive order and another 17.8
billion dollars from the IMF.
Several European coun-
tries, including Britain and
Germany, abstained on the
vote at the IMF executive
board Wednesday. Some

Europeans were reportedly

unhappy at being drawn into
what they see as a North
American problem. Others did

. not appreciate the haste with

which Washington threw to-
gethr:r the plan.
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UN appeals for
emergency food

to Rwanda

NAIROBI. Kenya. Feb 5: The
UN World Food Programme
said Saturday it needs more
than 116.000 tons of emer-
gency food to feed millions of
Rwandans this year despite, an
improved harvest from last
year's crop. reports AP

"After the war, there were
five million people left in
Rwanda. who benefited from a
crop planted by the country's
full pnpu]almrl of eight mil
lion." said Techeste Zergaber
WFP Rwanda Director, In a
statement released in Nairobi.

'We now have a reversed
problem more and more
people returning to . their
homes, but smaller harvest
with which to feed them,
Zergaber said.

The statement said
116.477 tons are need. It said
the amount would have been
larger had it not been for the
agency's distribution of seeds
and agricultural toels to farm-
ers laje last year.

The agency estimates the
required food would cost some

57 mildon dollars.
As mere and more people

returnn home’and farming im-
proves, the_ agency plans to
limit food distribution to or-
phans, elderly and handi-
capped people and single-par-
ent families, the statement
said.

An estimated two million
Rwandans fled to neighbouring
countries and millions more
were displaced in the blood
bath that followed President
Juvenal Habyarimana's death in
a still unexplained plane crash
April 6 last year.

Hannan Shah
meets CBAs
of BIMC

Jute Minister ASM Hannan
Shah had a meeling with the
Combined Bargaining Agent
(CBA) presidents and general
secretaries of the 35 jute mills
of Bangladesh Jute Mills
Corporatiohn (BJMC] at the
BJMC headquarters in Lhe
capital yesterday, reports BSS.

The minister reviewed the
rate of increase of production
in the mills after implementa-
tion of new wages for the

workers.
He 'E:Kprf“i"if'ﬂ his satisfac-

tion over the increased rale ol
productign and reduced cosl
of the produce in the BJMC
jute mills.

Hannan 'Shah said a few ol
the mills are still lagging be-
hind compared to the BJMC
standard. The Minister di-
rected the CBA leaders of
those mills to increase produc-
tion immediately otherwise
the government will take nec-
essary legal actions against the
defaulters.

BJMC chairman Mﬂniruddm

Ahmed and concerned officials |

were present in the meeting.

Can Bangladesh be a winner?

two weeks ago when th& latest
'_ Mexican «ebt repayvment crisis

reverberated throughout re-
gional stock markets, for no
real reason other than these
markets all,can go under the
same title "emerging markets
with exotic currency bases”...
The problem was il 1l some
investment: managers suldenly

found that their over exposure -

to these markets may not al-
ways be a good idea, so sold
E'-.rervthmg they could to lock

1 profits and reduce their risk
prnﬁlea- But back to

Looking at Bangladesh from
a different perspective.  Given
the small size of Bangladesh's
economy perhaps the stock
market should be the leading
engine for growth in this
case...... this should work, pro-
vided the government is
committed to allowing for the
provision of the necessary in-
frastructure on which this
growth can be based. And in-
frastructure is lacking in
Bangladesh.
» An exarhple bf a country in
whioh the stock market was
used as a leading engine of
growth is the Philippines dur-

ing the 1980's, when the gov- -
‘ernment was unable to show

strong economic leadership.
Sinice President Ramos took a
sironger hold on the economy
and the.stock market has re-
flected more closely the real
perception of . econemic
growth. In the late 1980's
early 1990's companies had to
take the initiative to provide

their own power due to the

inadequacies of the nation-
alised power companies ... this
is expensive, and has taken its
toll on GDP growth numbers,
but the resulting strength the
corporate sector has bnilt
should set it in good stead for
growth in the future.

- In other sub-continent
markets, investors have seen
an uptrend in the economic
growth numbers before com-
mitting investment. In Sri
Lanka, the government

watches closely the opinions of

stock market investors and the
government i now preparing

- itself for a privatisation exer-

cise, which will help it to fund
its much-vaunted social devel-
opment programmes. In India
privatisation is the largest
topic, and assuming that pri-
vatisation can imfprove produc-
tivity rate’s in former state en-
terprises, this will fuel the
next stage of the cuuntrys
economic -growth.

In simple terms, the simi-
larities between Bangladesh
and = other subctontinent

.EE‘-DI‘]EI[IIIEE Are’ easy Lr:- point
Dllt

A change in the macro-po-
litical environments in these
countries, has paved the way
for economic change, which

includes welcoming again the -

advent of foreign capital to
these economies in the form of
investment rather than aid.

All have a large, low cost
(wage) labour base

_All are at a level of devel-
opment which allows talk of
the possibility of a growth mir-

- acle, similar to those seen in

SE Asia.

The question everyone asks
is can this growth miracle
happen in the subcontinent
and in China? — two of the
worlds poorest economies.... to
either encompassing almost
half of the world's population.

Political catastrophes apart,
[ believe both of these huge
economies are set on a firm
path to growth — but it will be
far from straight — sometimes
| think that the relatively
smooth path along which
growth has occurred in SE

Asia has led many to beliew: all
t~n readily that these patterns
can b. immediately emulated
‘everywhere. The very size of
the populaiions in China and
the sub-continent. nakes the
growth task so mu. Ii lrarder.
The euphoria of discovering
a new "emerging" market for
foreigners leads to a huge rush

of investment (relative tg the-

size of the local market), often,
as | alluded to earlier. with
only cursory "diligence" leaves
huge scope for disappointment
for investors when things go
wrong...-which, inevitably, they
do m‘ﬁJ] stock markets. -

I would like to show you a

few simple examples of how

things can go wrong in emerg-
ing stock markets. Perhaps
someé people have learnt a les-

‘son  from Indonesia, where

foreigners invested blindly as
the market opened, but where
‘horrified as promised prof-
itability and growth numbers
never materialised .
broke and in fact in, stock
market terms the market
showed no real EPS growth
from the start in 1989 until
19931

" China is doing the same at
the moment, but given the tiny
size of its two stock markets

. (together they have a market

capitalisation of barely US
$2bn). with the exception of
country fund managers. most
investment portfolios have a
minimal weighting in mainland
Chinese markets. The real
play on the economic chaos in
China is the Hong Kgng stock
market, and its performance
over the last two months very
clearly reflects the nervous-
ness investors feel
China's economy and most im-
portantly at the present its
politics, It is the perfect ex-
ample of a stock market that
‘trades at a political discount .. .

. scandals.

about

and should be an example to
everyone who says that
"politics has 'no impact on the
stock market”.

A chart of Pakistan will re-
veal the impact on the market
of the scandals within the
banking sector last summer,

*the fiasco over the listing of

the Pakistan, -Telecom

Vouchers, without all decu-

mentation to allow investors to
fully evaluate the company
then the upsurge in Yiolence in

'Sindh and the strike days.

Markets are simple things they
rise too high on good news and

- fall for too long on bad news...

but in small markets. the ad-
vent of bad news — political
crises, scandals within the

. corporate sector can-’scare in'

vestors hugely.
What Bangladesh needs is
steady development, foreign

. investment enteringthe stock

market needs to be ploughed
directly into 'the economy in
the form of new investment in
manufacturing, construction
and so on. Although growth in
some areas may not be spec-
tacular, the overall impact on
the economy should be posi-
tive and, importantly, it will al-

low foreign investors to feel

that their eapital is working
for Bangladesh and for the
providers of their capital. Both
India and China are good ex-
amples of how a lot ef the
"‘new” capital 'in these mar-
kets has been "recycled” into
the steck market by the com
panies raising the capital. They
then buy shares in listed com-
panies and trade them for, cap-
{tal gain.... and the appeal of in
vesting in those companies
suddenly wears very thin
Bombay has fallen 20 per
cent since November 1994 as
politics dominates sentiment,
along with fear from foreign

imvestors aboutl the size of new

WASHINGTON. Feb 5:
Saying that 1994 was Lhe best
year for US economic growth
in a decade, President bill
Clinton challenged Congress
on Saturday to extend the
prosperity Lo the lowest paid
American workers by inereas-
ing the minimum wage, re-
ports Reuter.

‘Nobody can live on 4.25
dollars an hour, and yet 2.5
million Americans are weorking
for just that amount, and marny
of them have children to feed.”
said Chnton, who proposed
Friday that the minimum wage
be raised 90-cents over two
vears

tis proposal is encounter-
ing resistance in the new
Republican-led Congress. where
there is a widespread con-
viction that it would raise
business costs and kill jobs.

Drawing a parallel between
himself and former President
George Bush, Clinton noted in
his weekly radio speech that in

1990, Congress raised the
iniRimum wagc by the¢ same

Rubber talks begin today

HAMBURG. Feb 5. Euro-
pean rubber consuming coun-
lries said negotiations on a
new multi national trade pact
would be ruled by arguments
over the pact's reference
price, reports Reuter.

The consumer sources we-
re. polied before 10-day talks
on a successor pact to the
International Natural Rubber
Agreement (INRA i) sche-
duled for Geneva from Febru-
ary 617 under UN auspices.

We're resisting a producer
proposal lo raise the (market
interventiton) reference price
by live per cent in the new
agreement.” a Eurepean gov-
ernment delegate said.

"Global prices are strong
now, but you have to think
long-term.” he said.

Producers at the talks want
thie reference price, the pivot
of the pact's intervention in-
struments. to rise from the
196.84 Malaysian/Singapore
cents it was [ixed at in Febru-
arv 1993.

Consumers argue current
markel prices around 360
cents are the resull of shoit
lived speculation andk the price

trend they agree now needs to
apply fo anticipated conditions
in the five or seven years, from
1996, when INRA iii i".liﬂnzﬂ.ill.".

apply.

Consumers cite analysts
who expect the current high-
price-period to encourage an
extension of plantings, which
will bring additional supply
within seven years.

" But they have signalled

e e e
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amowint he proposes

"M in 1990 a Republican
Presidem® and a Democratic
Congress could get the job
done, surely in 1995 a
Republican Congress and a
Demecratic President can do
the same to uphold the value of
hard work for the American
people.” he said

Clinton's five-minute radio
speech was taped in advance

About 10 million people,
roughly 10 per cent ol the

labour jorce. would be directly

or indirecily affected by a
minunum wage hike.

Al a White House néws
briéfing Friday. Presidential
Press Secretary Mike McCurry
denied that "contrast politics’

played a part in Chnton's pr

posal, saying it was not de
signed to highlight a dilfer-

ence between Clinton and the
Republicans on a working
classissue.

~ “There will be ways in
which the President and Lhe
Democrats in Congress will be.
able to mntrul their vision_ of

Moneylink ATM's

Open 7 days a week

'94 best year for US economic
growth in decade: Clinton

the American future with the
vision of the Republican lead-
ership. and Republicans in
Congress,” he said.

But McCurry added that
Clinton would like o see both
parties get credit for some-

thimg "that will eitimately re-
ward those who are trying to
work and who ought riot to be
in poverty because they are
working.”

Clinton prefaced his chal-
enge. o Ceongress with a
cluwing report on the ~tate of
| e eCOonomy.

|94 was the st year for
econoiiiic growth in 10 years
in the United States. And the

combined rales of unemploy-

ment and inflation are the
lowest theyve been imn 25
vears.” he said.

Clinton said that while he
was proud of this record. the
national leadership could not
rest on its laurels because,
iwo many Americans are
working harder and not get-
ting ahead.”

their readiness to raise the
pact's so called lower indica-
tive price by up to two per
cent.

This is a market constraint
r "floor” price unrelated jo
the reference price. It cur-
rently stands at 150 cents.

In return for agreeing to Hft
the market floor, consumers
would like to assure the refer-
ence prize was more fre-
quently reviewed and revised.
and the pact's duration shprt-
ened.

A commodity trade expert
said, "it's a political issue

which could be either settled

quickly, or not at all.”

World rubber prices are
expecled to scale to new highs
in ecoining months as supplies

drop seasoinally during winter-

_ing. when rubber trees shed

their feaves.

Rubbér priees began soar-
ing in July 1994 when Chinese
demand and falls in supply co-
incided with higher weslern
tyre consumption. All-time
price highs were reached in

January.

But traders are cautious
about market direction later
on in 1995 and in the next few
years to come.

“The bargaining will be
done on the ba&iﬁl of where
people see the long term mar-
ket," a rubber importer here

Consumers have started to
build stecks. producers are
enjoying high prices ... pres-
sure to get a global deal many

"have eased," he said.
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capital issues waiting in the
wings. Estimates show that
these could reach Rp600bn in
FY396. of which roughly 60 per
cent may be equily Issues,
equivalent to 22 per cent of
net domestic savings and 7 per
cent of market capitalisation.

Looking at the economic
piciure, on the surface
Bangladesh stacks up well
against (ts subcontinent neigh-
Bovrs.

Viewed in isolation invest-
ment appears o be growing

e, ——— —
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steadily if slowly
savings are rising at a faster
rate, which will provide a hase
for future
viewed in the context of the
subcontinent gross domesti
investmenl. as a
GDP fall well below its siiboon
tinent neighbours
that growth in the immediate

Bangladesh isnt yel
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indicating

future may bhe slower that ol
its neighbours and gross do
mestic savings as a peroenlage
of GDP remains very low
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Police recovers
stolen diamonds
worth $4.84m

in Brussels

BRUSSELS. Feb 5: Police

| have recovered ptore than half

of the diamonds stolen in a
mnajor robbery at one of the
world's biggest diamend ex-

changes: Belgian Television
said .on Thursday, reporis
Reuter,

The VTM network said po-
lice recovered 4.7 kilos ol
romigh and polished diamonds.
wosrth 150 million francs (4.84
million dollars). and 14 million
francs (450,000 dollar) in
cash. Police were nol immedi-
ately available for comment.

The diambnds were stolen
last Deg¢ember [rom several
safes in the Kring diamond ex-
change. one aof Belgium's best-
p.mﬂifd buildings. in the
,rm ‘of Antwerp. the city, the

rid’ s biggest diamond’ trad-
1n£[ centre, has four exchanges.

VTM said three people had
been arrested but [ive others,
including the three suspected
thieves, were still at large.

Police said in December
they had issued warrants for
Israelis Aviv A. 34, and Alberto,
C. 43, and for 45-year-old
Brazilian Baruch T.

Poliee said abdut 1.0 million
dollar worth of diamonds was
missing from one safe.

They said the thieves were
familiar with -op#ration in the
L2-storey building, which has
1.500 safes in its cellars., and
there was molling of forced
entry.

huge capital inflows from well-
to-do overseas Bangladeshis,
although perhaps. the stock
market will prove to be an ini-
tial conduit for this type of in-;
vestmernt. !

And | come full circle again
lo the debt service ratio as a
percentage of GDP.

Again Bangladesh lags the
rest of the subcontinent. This

. places huge linancial strain on

the country and the recent
problems in Mexico and the
response of foreign inveslors
immediately sprigg to an in-
mind will

same difficulties in future?

Who knows ... but people
generally predict that the
stock market: in Mexico will

not recover from the currency

and debt crisis for at least two
Vears. °

In terms of the Bangladeshi
stock market. any crisis or
scandal which frightened for-
eign investors for two years
could be a disaster for the
whole ecomomy. This is why it
so important that foreign port-
folio investment should be di-
rected carefully into the “real”
economy, which can fuel
growth pn which the public
sector can then help to build,
by in turn attracting foreign
investment al more permanent
levels, t.e.. direct investment
in long term projects.

It is important to remem-
ber that stock market in
vestors are lickle creatures ...
and what a country needs for
long term growtih is real long
term investment. No doubt
foreign companies will be keen
Lo ves!t in operations in
Bangltadesh when they see that
the stock larKel is pIU‘-hHII
a healthy sustainable flow o

I1EW invesiment into  the
country, perlorming its role as
the engine of growth

(The author represented W
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