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BB raises bank rate, minimum

The Bangladesh Bank (BB)
yesterday raised the bank rale
and minimum interest rates on
savings and fixed deposit ac-
counts by half percentage point
with immediate effect.

The central bank in two sep-
arate circulars issued yesterday
raised the bank rate to seven
per cent from the previous 6.50
per cent and revised upward the
minimum interest rates for
savings account to 6.50 per cent
[rom the previous six per cent
and for fixed deposit to 6.75 per
cent from 6.25 per cent.

The new move of the BB
means that funds from banks
would become costlier for pro-
jects.

interest rates on deposits

By Quamrul Islam Chowdhury

The last minuote circulars ol
the BB belore the closing ol the
banking hour yesterday have
shocked the banking wizards
who described the move as an
anti-inflationary but invest-
ment-shy one,

A number of bankers told
The Daily Star yesterday that
they were expecting a cut in the
bank rate and interest rates Lo
boost investment. but the cen-
tral bank had sent the wrong
signal by raising those rates.

They said as the net private
sector credit had fallen during
last few months the prudent
monetary policy demands a cut
in the bank rate and interest
rates instead ol an increase.

The bank rate is the official
raie of interest charged by the
ventral bank in its role as a
lender of last resort and this
rate has direct influence on the
minimum rate of interest that a
bank charges on loans. It also
influences other instruments of
the money market. particularly
the rates on bills of exchange
discounted, interest charged or
allowed by f[inancial institu-
Lions and cost ol money in gen-
eral.

Mamum Rashid. head ol
Treasury and Institutional
Banking of Standard Chartered
Bank told The Daily Star that
revised rates. in his opinion.
are 10 address the rising infla-

tion. But it would raise the lend-
ing rates and thereby. would in-
crease the cost of investment,
he addecd.

But. bankers in al said.
the Bangladesh should at-
tach high priority to invest-
ment to propel the national
economy on the highway of
economic development.

They said money is attracted
to places where interest rates
are low. The government can at-
tempt to regulate the inflow of
loreign investment by manipu
laling the central bank's base
rate. which in turn. have a par-
allel influence on interest rates
generally.

Bangladesh economy

Int1 migration
for job dynamic

Internatomnal idevation o
employment is now amongst

the most dynanuc elements in
Bangladesh's economy and so
ciety and the governmeiit
should play an effective role for
promotin gsi he process further,
reports BSS,
This was observed by Dr
Raisul Awal Mahmood. chief of
pulation studies division on
Bangladesh Institute of Devel-
opment Studies (BIDS] while
giving a talk on "emigrations
dynamics in Hanﬁ,ladtsh level,
pattern and implications™ or-
anised by Asiatic society of
angladesh here on Tuesday.
"Pioneered lonely by seamen
more than a halfl century ago.
and continuing silently until
1970s. the opening up ol the
Middle East in mid-1970s as a
source of overseas employment
ushered in a new era in the emi-
gration history of Bangladesh,
and ever since the process has
been a snowball phenomenon,”
Dr Mahmood said.
He observed that the dor-
mant enterprising qualities of

migrants, developments in
mass media, and growth of dif-
ferent commercial institutions

on intérnational migration
have helped the discovery of
newer and newer destinations
of migration.

Indian trade
team 1n city

An Indian trade delegation
arrived here yesterday on a
four-day visit to look into the
prospects of investment in var-
ious sectors, including the gas
and r sector, rts UNB.

e delegation imembers, led
by Deepak K Chitogopekar of
New Delhi-based MO hiterna-
tional India. will meet a num-
ber of senior olfficials and
leading businessmen during
their stay here.

The International India, a
hundred per cent subsidiary of
Mitsubishi Corporation of
Japan, is planning to go for col-
laboration with TCM (Tran-
scultural Management and
. Marketing) Bangladesh, a joint
venture company of TCM

on.

A popular explanation ol the
crash on October 19 was the
bursting of speculative bubble,
i.e. increases in the level of
stock prices had nothing to do
with market fundamentals and
that the irrational behaviour of
investors was brought to a nat-
ural halt. Some of the previous
speculative crazes were the
Tulip Bubble Craze of the 1630s,
the South Sea Bubble in 1720s
and the crash of 1929

Maikiel, a researcher com-
pleted an influential study in
the mid eighties. as a result of
which he developed the "greater
food theory.” According to this
theory, prices can rise drasti-
cally. even above their intrinsic
vllue. Several investors con-
tinue to buy in spite of knowing
this because they believe that
they can sell at a huﬁe profit to
other investors. All of a sudden

m no more fools avail-

. This results in mass

Bﬁ ple start to sell.
stal

tinue to drop

to drop and con-
till they reach
their true value. This is the
Ei.u'uting of the speculative bub-
e
It was popularly felt that the
crash was the result of irra-
tional behaviour by investors.
The Dhaka All Shares Price In-
dex has been going up to un-
precedented levels. Such high
increases in price over such a
short period of time cannot be
subscribed to any increases in
intrinsic value of companies.
Nor is there any significant
reason for the huge increase in
What we are looking at
now, fits in well with the theory

-behm mﬂﬂnnaﬂy and driv-

g ‘;ut gaqicnc ?shnﬁnan

es had
‘reached 'vtr_v,r unrealistic levels

and the consequent fall in Oc-

Agri sector growth rate
dips over 5 years

Bangladesh is lagging be-
hind its projected 2.5 per cent
vrowth rate in foodgrain pro-
chiction required Lo feed its in-
i reasing population in the 2 1st
century. reports UNB

The average growth rate de-
clined to only 0.86 per cent in
1990-95 period. It was 4.9 per
cent in 1973-78. 3.1 per cenlt in
1978-80, 3.5 per cent in 1980-85
and 1.7 per cent in 1985-90,

Noted agricultural
economis!t Dr Jahangir Alam
said this Tuesday in his presi-
dential address to the 19th
Bangladesh Science Conference
organised by Bangladesh Asso-
ciation for the Advancement of
Science [BAAS).

Dr Alam, in his written ad-
dress entitled "Recent Trend in
Produ: jon and Investment in
Bangladesh Agriculture," said
the c. untry would require 26.9
millioni tons of foodgrains by
the e of this century.

The demand will go up to
34.4 million tons in the first
decade ol the century, he added.

Dr Alam pointed out that the
public expenditure in the agri-

culture sector is also showing a

declining trend. It was 29 9
cent of the total bu in 1980-
85. 21 per cent in 1985-90 and

19.6 per cent in 1990-95.

Gradual withdrawal ol sub
sidies from agricultural inpuits
and diversion of those resouroes
lo non-agricultural activities
contributed significantly to 1lw
decline in  public secloul
expenditure, he said.

As a result. the growth rate
ol GDP in agriculture sector i1
its share to the GDF expeneiiced
a sharp dechine: It was est-
mated at only 32.8 per cent in
1990-95 period [rom 57 per cent
in 1973-78.

Dr Alam said the annual
growth rate for rice production
had increased by 3.07 per cent
from 1984-85 to 1989-90, but it
showed downward trend in sub-
Sequern . years.

"The & was a negative %ﬂ“"‘h
rate ol r e production (-1
cent} fro 1 1990-91 to 1994- 95
he saic 1dding the reasons lor
this 1e. 1tive growth rate were
the ey ction of acre under
loca v: rieties and HYV yigid.

SAARC states

agree to usher

in free trade
by 2000

v‘

NEW DELHI. Oct 30: Mem-
hers of the South Asian Associ-
atton for Regional Cooperation
(SAARC) have agreed in princi-
ple Lo usher in the South Asia
Free Trade Area (SAFTA) five
vears ahead of schedule, reports
PTI.

‘It is possible to have the
SAFTA in place by 2000 instead
ol the originally targeted date of
2005 AD. Commerce Secretary
Tejendra Khanna told newsmen
here at the end of the SAARC In-
ter Governmental Group (IGG)
and SAARC economic coopera-
tion meelings here.

The commerce secretaries of

Pakistan. Bangladesh and

ﬂal felt that as a precursor 10
in SAFTA the coun-

1|‘1f‘5 ha to agree to the concept

that trade preferences could be-

come a reality only if quantita-

| tive restrictions are removed.
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The Management of Dhaka Sheraton Hotel extended a hearty welcome-back to the crew
members of KLM upon their arrival at the Hotel where the crew will be staying.

Black October: Taming the bull

By Tanya Gupta

tober was inevitable.
Froponents of the efficient
market hypothesis i.e. that
markets are elficient however
would not like this theory or
the assumption of the irra-
tional investor. Their explana-
tions for the October crash are
all based on a rational investor

assumption. One is the bad
news theory. Prices of securities
rise and fall according to all

available information. There-
lore. according to this theory
there was enough bad news in
the economy to explain the fall
in prices. Some of the adverse
news circulating on 17th Octo-
ber (Saturday] and 18th Oclober
(Sunday) was complications
over the Iran Contra scandal,
the Gull War, the US budget
delicit and some minor presi-
dential problem. However much
of this news was avaijlable be-
fore the 19th October (Monday).
Ergldee none of the news was
ad enough to justify the st
fall in prices. 'thalf}rls tﬂnsﬁ]?
ered probable, however. is that
there was a perceived increased
it volatility that resulted from
the bad news that was available
over the weekend. The president
ol New York Stock Exchange.
John Phelan warned that the
market might have heated up to
its capacity. He stated this be-
fore the actual fall. The market
fell by 10 per cent the week
prior to October 19. All there
may have intensified investors'
fears about volatility and bad
news in the market.

Watchers of the market
should be alert for any bad news
that becomes available on the
market. Bad news accumulating
in the market may just start the
fall. The most likely bad news
at this I?olnt is in the political
arena. If BNP announces hartal
or starts an agitation, this will

definitely bring down some of
the share prices. This may af-
fect the other sectors as well
and lead to a fall in general
level in prices. There is no
doubt that the market is over-
valuing stocks and any bad
news make start a corrective
movement.

The fear of market failure
theory states that the investors
feared that the market mecha-
nism would fall with the mar-
ket players unable to maintain
open. orderly markets. This
fear acts as a self-fulfilling
prophecy and results in a dras-
tic lall in prices, David Ruder,
chairman of the New York Se-
curities and Exchange Commis-
sion stated the market may
have to be closed. This raised
doubts about the market play-
ers capacity to handle the tur-
bulent markets. These doubts
were mainly due to their inade-
quate capital.

Rumours of insolvency were
also widespread among the
market makers, specialists and
brokers on the New York Stock
Exchange. The highly efficient
Super-DOT [Designated Order
Turnaround system )} of New
York bourse was a computerised
trading system. This system,
basically designed to handle
small orders automaticall
failed as it was overloaded wit
selling orders.

The failure of Super Dot and
the remarks by the SEC chair-
marn may have combined to
bring about a fear of market
failure, which in fact did hap-
pen. This theory also explains
why Tokyo was an exception in
that the Japanese markets did
not collapse. This was due to the
public confidence in the market
makers and the Japan
ernment, and so alt EI*E'
were initial fears of n ma:k:t
[ailure, it did not result in a col-

lapse.

Public confidence was en-
sured by swift and prompt ac-
tion by the Ministry of Finance
and the Japanese industry.

The Securities and Exchange
Commission as well as the
Dhaka Stock Exchange need to
be very wary of the messages
they give to the public. All mea-
sures must be undertaken with
prudence and caution.

Which of these theories is
regarded as most plausible?
Well all these theories may
have their supporters but the
more important guestion per-
haps is whal can be done to
avoid such crashes. Sufficient
resources have to be available
to the market makers so that
they can stabilise the stock
market. We must have an
equivalent of a market maker
with sufficient resources to re-
store stability to the market. If
there is a large selling pressure,
there must be buyers buy in
the face of the selling pressure
to restore the market. Circuit
breaker tied to indexes may be
used as well. The Dhaka Stock
Exchange will be able to use it
as soon as it is automated. Most
important of all, and this can
be done only over the long run
is information dissemination
and the educating the investor.
Without an educated investor, it
will be impossible to truly de-
velop the stock market. Certifi-
cation of brokers and education
of investors should be combined
with necessary auditing and
related financial regulations to
ensure the companies make
available all necessary
information.

(The author is a Lecturer,
Department of Business Ad-
ministration and Coordinator,
Department of Career Services
of North South University ).
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UK favours jt
venture basis
investment’

CHITTAGONG. Oct 30: Leader

ol the visiting British trade

mission [lan Jamison said there

o1 Tuesday that his e
was interested to invest in
Bangladesh on joint venture
basis and increase trade with
Bangladesh, a Chamber press
release mﬂ.zﬁms BSS.

Jamison this while ex-
cha g views with members
of Chittagong Chamber al the
chamber se here.

He said British inveslors
consider Bangladesh has a se-
cure place for investment in
small and medium industries.

Hr sald Britain exports
cua pment and machinery to

y countries and Bangladesh
is being included among those.
identifying the fields ol possi-
ble British investment in
Bangladesh he said, British in-
vestors can inyest in textiles.
electronics. agro-chemical.
: ts. restaurant food and
allied products, Miming and
editing.

British Dfpug High Com-
missioner haka Miss
Mirtam Machan Tosh speaking
on the occasion said that
Bangladesh was the second
biggest recipient of British
grant and ranked third in
HBritish investment,

The newly appointed British
High Commissioner to Dhaka
will soon visit Chittagong to
identify the fields for British
investment, she added.

Earlier, welcoming British
irade mission, Chitlagong
Chamber President Sarwar
Jamal Nizam explained in de-
tail the rtunities available
in Bangladesh for foreign in-
vesiment. He said. Britain is
now the third biggest export
market of Bangladesh.

He invited British investors
Lo invest in textiles, leather.
power, lele-communications,
gas and oil exploration, cement,
oil reflinery and Iicnnﬁcd gas
sectors of Banglade

Delhi plans to
lay off 70,000
textile workers

NEW DELHI, Oct 30: The In-

#’ﬂam 70, eﬁ“ mlm - w

tﬂt Hlnillcr R.L. J appa said
today, reports AFP.

The Press Trust of India
%mlrd Jalappa as saying that

e government would give a
gulden handshake to 40
cent of the estimated 170,000
workers.

"The government is spending
mere than 85 million dollars in
idle each year on workers
in 120 textile mills of the Na-
tional Textile Ceorporation,”
Jalappa said.

"So far these sick mills have
up losses more than 1.4 bil-
dollars.” he added.

Jalappa speaking from the
Southern textile town of Coim-
batore, said the government
was pl to close down a
majority of businesses and
relocate workers to mills that
could be revived.

New Delhi has asked the tex-
tile department to submit a re-
port soon on the viability of
each of the 120 textile mills.

Statutory meet of
Meghna Life

Insurance held

The Statutory Meeting of
Meghna Life Insurance Co. Ltd,
presided over by its Chairman
Md. Jamaluddin. was held on
Tuesday at its head office in the
city. says a press release yester-

day.
Managing Director of the
company AUM Fazlar Rob

stated at the meeting the com-
pany earned a premium
amounting to Tk. 80.00 lakh in
four-month.

Emirates named
Best Airline by
The Observer

Emirates, the international

.airline of the UAE and winner

of over 100 awards. has been
named Best Airline for the sec-
ond time by The Dhser‘w.'r thc
UK's prestigious Sunda
paper, following a poll o :Zﬂ {H}ﬂ
readers, says a press release
vesterday.
The Observer survey, carried
out earlier this year, asked
readers to rate companies, air-
lines and ferries they had trav-
elled with in 1995 as exr:e!len’l‘..
ood, fair or poor. More than
0.000 coupons were received in

response.

mirates won with 137
points out of a possible maxi-
mum score of 156, which

translates as B7 per cent. The
Observer has described the re-
sults as "a measured verdict on
the travel industry by a discern-
ing and widely-travelled jury.”

The award was presented to
the airline's Commercial -
ations Director Ghaith Al
thaith at a gala dinner in
Malta.

Emirates was first named
Best Airline by The Observer at
the 1994 awards ceremony.
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CARS THAT MAKE SENSE

Acting president of the Dhaka Chamber of Commerce and Industry (DCCI) Fazle R M

Hasan (C) is seen delivering address of welcome at a follow-up meeting held between the
DCCI members and the members of the visiting British Trade Mission at the DCCI
auditorium in the city yesterday. British Deputy High Commissioner M R Mclntosh

(2nd-L) past Presidents of the DCCI M Yunus

are also seen in the photo.

M R Maksud Khan (Extreme Left)

UK entrepreneurs explore

B.ngladeshi and British en
irepreneurs. al a follow- up dis-
crission. vesterday explored ar-
cam for collaboration in trade
and investment reports BSS

Al the wrap up discussions
held In the auditorium of the
Dhaka Chamber of Comunerce
and Industry (DCCI), the two
sides exchanged notes on the

experience of the members of

the British Trade Mission dur
ing their visit to Bangladesh
The Dhaka Chamber repre
sentatives requested the British
Trade Misstion members to kee
their contacts. follow up an
also communicate to the DCCI
their queries for trade and in.
vestment so that it could extend
possible help and where neces-
sary Lake up with the authori

ties here to process matiers
speedily
The DCCI representatives

said thal they would not hesi-
late to take up with the govern-

ment to further simplify proce-

dures if needed. They said that
in recent times the procedures
had, indeed been simplified to
facilitate investment in wide

areas for mmvestment

AreHa s

Selting up of small power
stations, amusement parks,
lants for production of choco-

ates and soft drinks, among

other such ventures. was dis-
cussed between the British,
Bangladeshi and Non-Resident

Bangladeshis at the follow-up

meeting.

DCCI acting President Fazle
RM Hasan said that
Bangladeshi entrepreneurs
were looking for British in-
vestment which was sought not
only as a source of ca but
also by way of transfer of tech-
nology. marketing and man-
agement capabilities

He offered all possible coop-
eration from the Dhaka Cham-
ber which he said would also
monitor progress in the initia-

tive already taken or that would

come in the days ahead.

British Deputy High Com-
missioner Miriam Mcintosh
said that individual firms and
entrepreneurs had followed u
their lines of interest wit
Bangladeshi counterparts.

Dr Fazal Mahmood and Pe-

(rood demand marks

[ ] i

Ctg tea auction

CHITTAGONG. Oct 30: The
weekly tea sale held here
Tuesday was marked by good
demand for all grades of teas
wilth prices remaining stable in
some cases and fluctuating in
others, market sources said. re-
ports BSS.

Buyers for Poland was quite
active for bold and large bro-

' kens with some support from

Russia. Pakistan and
Afghanistan were less active.

Loose tea trade was active,
but blender lent more support
this week.

Good liquoring types con-
tinued to attract strong support
from all sectors of the market.

Bold and large brokens met
with more demand at firm to
slightly dearer levels. Medium
brokens met with only a [air
demand and were
ier. Small brokens

e

tle easier except for the good
liquoring types which were
lully firm. Plainer types eased
by Tk 1 popular varieties were
slightly easier and sold between
Tk 46 and Tk 51 /70.

CTC FANNINGS: There was a
fairly good demand for fan-
nings at lower rates. Good
liquoring types were about
steady but others declined by 50
poisha to a Taka with the
progress of sale.

Popular types were also
5 y easier and sold between
Tk 46 and Tk 54. A total 2,660
chests, 626 gunny sacks and 60
bags of dust category on offer
met with a good demand. Good

Ii ur.:rri aﬂggaenmfullyﬁrm

[ntcrnnl markct including
the pm:kctl:crs lent a good sup-

mm"ﬁ.‘? a0 el

ter Yeowell of Necom Elpoﬂ
and Import Limited sald that

their company found a positive
response to for the sale of
simall generation units to

Bangladesh private sector.
ey said that they, how-
ever. found funding problems

for setting up such small power
stations in private sector of
25 megawatt

capacity.
said that suggested
I‘ur%inﬂ: up cut:?nﬂlum. of

five or six companies so that
such power stations could be set
up.

They said that t also re-
ceived nﬂ':r: of BD 0 equit
partnerships suc

sinallscale power ;.,lmcnl.hn

But. they said. one guery
that remained to be worked ot
was what price had to be paid
lor gas lor power generalion.

They requested the Dhaka
Chamber to create eflective
pressure on the gl:l'i'l!'.l'nltl::l‘lt
21;1 there was no ga

at was written on 'IL
and the reality of appmtm

on the ground.

Haider Nagvi of

Multi Technologies L ;
wanted to know the institu-

tional credit facilities h :
“and | maﬂ:fd Tl
Fazlul Hoque Concord

Video Production, Edmonton,
UK, offered to set up amusement
arks for which he sought
haka Chamber's in get-
ting land. He said that com-

Enyemldnlnuacﬂeqmpmt

amusement ¢
Mohammad Yunus, a former

president of DCCI, called upon

the Non-Resident

to come up with for in-

vestment and at the same time

wnrkfnr rmluﬂngﬂmrqaﬂw
mage of the country with a

p-naitlvrnn:

Rashed Maksud Khan, a
former DCCI President., re-
qm ththctradc mission
m to in Ban%aduh

ain and to let the Dhaka
Chamber know the
they faced so that it could take
up issues with the government

or matters with the rel-
eva:;]l; encies or do the
mat where necessary.

(>-15 plans to forge common stance

EU to avoid labour standards

lssueat\VI‘OmeetmDec

LUXEMBOUG, Oct 30: The
European Unijon agreed on
Tuesday to avoid the issue of
labour standards at the world's
biggest trade meeting in
December. a move which
diplomats said would delight its
Asian partners. reports Reuter.

EU Trade Commissioner Sir
Leon Brittan said the 15-nation
bloc would discuss labour at the
World Trade Organisation
(WTO) meeting in Singapore, but
only to stress that the
International Labour
Organisation (ILO) was the best
forum for the issue.

"There is acceptance that the
WTO has a legitimate interest in
labour standards.” Brittan told
reporters after a meeting of EU

trade ministers ..." but only in
taking account of the broader
role ol the ILO."

The EU has been divided
over whether to raise the issue
at the WTO meeting — a move
sirongly opposed developing
nations which fear attempts by
industrialised countries to ap-

western labour standards
globally would increase produc-
tion costs.,

"We reject all attempis to un
dermine the competitive advan-
tage of lesser developed coun-
tries,” Brittan said.

There was also disagreement
among member states over the
amount of leverage granted to
the commission — the EU's ex-

ecutive — to use the Sing
meeting to launch a new global
trade round, but Britain ed

he had any hidden agenda.
"Singapore is to focus en

work in " he said. "The

conclusions of today's (Tuesday)

meeting display a uniﬁcd firm

step in that direction ... to re-
view and consolidate.”
Nevertheless, he admitted
having to bridge "considerably
divergent views" in order to
emerge from the meeting with a
common European ion for

Singapore.

"To reach agreement unani-
mously inevitably requires
compromise.” Brittan said. "But
there was a spirit of compro-
mise and, eventually, a precise
position has been put forward."

The trade ministers also
gave Brittan a mandate to press
ahead to seek a global agree-
ment on telecoms trade, and he
said the EU would be making an
improved offer in the next
week.

Talks on the matter have
stalled because the EU. the
Linited States and other major
lelecoms product and service
providers accuse each other of
making paltry offers to liber-
alise trade.

Brittan said a new EU offer
would be put before WTO offi-
cials in Geneva and he hoped
Washington and Asian states
woutld respond “"swiftly and in
the right spirit.”

A says from Jakarta:
Members of the G-15 group ol
developing countries plan to
forge a common stance for the
first ministerial meeting of the
World Trade Organisation.
Foreign Minister Ali Alatas
said on Tuesday.

Alatas, who will attend the
ministerial meeti and the
leaders’ summit of the G-15 in
Harare next month, said he be-
lieved the G-15 would seek to
forge a united stand ahead of

the WTO meeting in Singapore
in December.

“They will discuss in details.
problems that can disturb the
agenda of the WTO," Alatas told
{uurnahsts after a meeting with
ndonesian President Suharto.

He said the WTO agenda
should have followed on from
the 1994 Marrakesh multilat-

eral trade meeting under the
Uruguay Round of the former
General Agreement on Tarills

and Trade. which replaced by
the WTO.

"As we all know, several ad-
vanced countries wants to add

to this fcnda but this has been
opposed by coun-
tries, including the G- he

Some western nations have
pressed for the introduction of
social clauses into the multilat-
eral trade regulations, a move
that has been by devel-
oping nations who fear the
move would erode their compet-
itive edge

Th:G 15 gmlp formed in
Geneva in 1 ms at bolster-

ing economic cooperation
among developing countries on
project by m'ﬁ:hul

Algeria,

It comprises
gypt.

Argentina. Brazil,
Indonesia. India, Jamaica.
Malaysia. Mexico, Nigeria.
Peru. Senegal ‘U’tﬂt:utll
Yugoslavia and Zimbabwe.
Alatas said Suharte would
not be able to attend the G-15
summit because of
at home. He has a
Alatas to represent him at the
two-day summit starting
November 3




