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Former finance minister Saifur
Rahman has strongly advo-
cated market forces playing
around the stock exchanges to
stabilise it. He called for moni-
toring the financial jockeys by
the regulators of Securities and
Exchang
and detecting the alleged mani-

ulators so that the overheated
inancial 'bazaars' could be
cooled down to protect inves-
LOrs.

“Free market does not mean
free style operations.” he ob-
served while alleging that the
said manipulators were har-
vesting a bonanza whenever
companies with strong funda-
mentals traded, below their
prices.

Commenting on the current
situation in the country's
volatile securities market, slid-
ing up and down, he lashed at
the present government for
withdrawing the one year lock-
in period that his government
had introduced to keep it stable,
raising the capital Pmm 200
million US dollars to one bil-
lion dollars in four years. form-
ing the Securities and Exchange
Commission (SEC) to watch it.
"But foreigners coming here to
invest have told me that it has
become a ‘manipulating ex-
change.” he remarked.

en the lock-in was there
the foreigners came to invest.
But now they are scared, Saifur
Rahman said, claiming that an
unhealthy trend was allowed to
develop where promoters
shrugged off their shares and
ran away after five months,
leaving their empty fields. and
were allowed to issue right
shares. "The SEC should keep
them on their toes until they
start going into production and
spinning money."

He said the SEC should scan
the exchanges taking all as-
pects into consideration, in-

cluding checking the audit re-
ports. if needed, by third audi-
tors. He also s ted more in-

formation about the exchanges
‘so that people could be edu-
cated to absorb the shocks as
free market means an in-
formed market. too."

Saifur Rahman further said
that he does not favour exces-
sive regulations. "There should
be accountability and reforms
in the market so that the perpe
trators of loan default culture
can not play around the bourse,
being broker and director of
companies at the same time., he

added.

Manzoor Elahi: A s

ding industrialist, Manzoor
Elahi has suggested widespread
reforms in the country's stock
markets, Insulating them
against pirates manipulatis
the ratings of companies an
institutionalising the vast
army of educated unemployed
youths operating in the kerb
markets.

The Dhaka Stock Exchange
[DSE) has become a casino-like
place where two of my compa
nies are listed, | am exporting
too but their fortunes remain
static, 350 to 500 per cent below
certain companies, at least one
of them | know have had no
production for four months, re
trenched even workers but its
shares gushed upto five digits
Elahi said

Stressing the need for ac
countability, the former MCC]
president said the situation
demands closer scrutiny to
guard against manipulators
waltzing around for the kill as
the honey-pot attracted thou-
sands including retirees. play
ing the roulette and losing their
lifetime savings

‘It is true that playing
around the stock markets could
produce losers and winners but
the situation in the exchanges
demand that more shares are
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Growing Pains of an Emer

umped in and the government

istering it with its own stocks
in state owned properties.’ he
sand.

The former advisor to the
caretaker government of justice
Habibur Rahman sought atten
tion of all on the kerb marke
teers, trooped by educated un
employed youths trying to
change their fortunes. "It has
become a social trend. If they

lose their little capital it would
have its bearings on society
Their business is not legal but
authorities must take their ex-
istence into cognizance by le
galising their trade.” he said.
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Shah Abdul Hannan: | |

Banking Secretary Shah Abdul
Hannan said what happened in
the country’'s stock markets was
basically man:fulalinn by
some brokers and their agents.
adding that it was not driven by
market forces.

He said. "It is not entirely
true that the boom was triggered
by liguidity.”

Hannan said sales of some
shares should be stopped b
force so that people do not suf-
fer. | have seen ple lose faith
in the stock exchanges. This
faith has to be restored by ac-
tion and by inducing new people
to the exchanges.”

He felt that the proposed na-
tional stock exchange should be
set up quickly to normalise the
situation

He also observed that the
SEC and NBR. aided by experts.
should find out who made mil-
lions out of the market.

roon: President of Federation

of Bangladesh Chambers of
Commerce and Industries Yusul
Abdullah Haroon vyesterday
recommended a number of steps
to streamline the stock exchan
ges to provide them with a so
und footing protecting the
investors confidence and their
Money

"We have a social obligation
because you are dealing with

other peoples money,~ the
FBCCI president said while

sugiesting a package of reforms
that includes reinforcing the
SEC, setting up a central deposi
tory system. shedding brokers
from policy decision levelas and
keeping them off listed compa
mies board

The leader of the nations
apex business body observed
that the experience in the mar
ket was new and people were not
prepared lor it ’[E:'[u;un Canmw
in a piain Held without any In
Irastructure but time has come
o assess Lhe whole system he
achchedd

Yusul Abdullah Haroon sug
gested that! independent audit
ing should be organised lor the
market players with a strong
regulatory and watchdog role
lor the SEC so that no one could
manipulate and indulge 1n loul
play

The situation is fantastic
lor the entreprenuers. Bul if you
DOIToOwW money o Invesl you are
ol mobilising savings | know
ol cerain companies whio have
no productions bul managed Lo
offload shares and minted
money We should look nto all
these factors,” he added

He said “very often we see
that ermment cannot make
any headway without any con
sensus and referred to former
finance minister's predicament
when he flelt something was
right for the nation but could
ot :mplemfm It DeEcause of
lack of consensus Being an op-
position leader he should now
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Samson H Chowdhu-

« President of Metropolitan
Chamber of Commerce Samson
H Chowdhury observed that the
government should release its
stocks from state enterprises
and pension funds of its em-
Fln}rﬂs to hedge the market
rom destablisation.

He recommended a number
of steps to stablise the volatile
market - weeding out attempts to
manipulate it and strengthen-
ing the Securities and Ex-
change Commission to take
prompt remedies to correct the
situation

"No stock market is perfect
There is no need to panic. We
are having a new experience to
learn from it." he observed

s ——

Harunur Rashid: o»

alrman of SEC Harunur Rashid
smald computerisation ol stock
exchanges s of utmost impor
tance to stop manipulation of
share prices

MHe said institutional re
lorms,. to improve lacilities al
the stock exchanges. are also
importarnt to allow the brokers
handle the loads of investors

HMe obeserved that the ac
counting standard ol compa
nies leaves a lot 1o be desired
adding. “We cannot ignore the
lapoes

He said SEC does nol have
the full expertise to deal with
the burgeoning market “We are
still in the process of develop
meEril

The chatrman said there has
o be regular monitoring and
survelllance of the market to
avold mamipulation

Iinstitutional structure ol
DSE could give rise to manipu-
lations. " he said. “We have kept
a4 walch on the market and have
already received some infor
mation. Owur pur is Lo pre
vert frauds mplhrpl‘?:trur: a2t

Imtyiaz Husain: ohaka
Stock Exchange Chairman Im-
tyiaz Husain attributed the re

cent boom in the share markets
lo the six years' hard work by
the government and other or

ganisations
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Political stability, liberal
economic policy and demo-
cratic atmosphere helped de-
velop the market and it surged

e it ol

so quickly that nobody was
prepared for it which created
distributive problems. he said.

Underlining the need for le-
gal framework, the DSE chair-
man observed that the law
should be passed by the parlia-
ment.

He said that although there
were many loopholes and fail-
ures, much has been done for
industrial development thro-
ugh the capital market.

"As we are pursuing market
economy. private sector should
be given the opportunity to
flourish by its own force.” Im-
tviaz said

Referring to the present cri
sis of share supply in the mar-
ket, he said it could be resolved
through releasing pore pov
ermment shares

Dr Amil:ml(hanhru
Mahmud Chowdhu-
ry, Mp: PFresident of Chit

lagong Sltock Exchange Amir

Khashru Mahmud Chowdhury
siggested that in order to check
over valuation of enlisted
companies assets, and to make
the linancial information Iin
the prospecltuses af these
companies more reliable
loreign accountants should be
allowed 10 work in Bangladesh

Il loreign Investors are al
lowed in the share market, |
dont see why accountants
should not be allowed oo.” he
madd

CGiving his views on the re
cent ups and downs of the sec
ondary market, the president of
the CSE said, all the players -
the big and small investors, the
market operators and the regu
latory body — were still learn-
ers. He added that, recently. the
capital market had been
shocked by imposition of vari
ous regulations, withdrawal of
bank loans, and huge applica
tions for Initial Public Offer-
ings (1PO)

He added. automaltion
of the rading floors and forma-
tion of a central depository
system were the ultimate an-
swers 0 keeping the market
healthy for aJF
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Prof Abu Ahmed: e
prices ol most of the shares rose
very high despite the warmnings
given by the government thro-
ugh the mass media that when
the market would go down the
small investors would be the
great losers. observed Prof Abu
Ahmed of Dhaka University.

Referring to the resumption,
of bank loans against share cer-
tificates, he said only the big
investors will be the main ben-
eficiary of this loans as com-
mon people have hardly any ac-
cess to the bank loan

Alleging that the DSE mem-
bers are involved in manipula
tion and syndicate trading. Prof
Ahmed. also President of
Bangladesh Investors Forum.
told reforms of the stock ex-
changes. He emphasised the
need for automation and mod-
ernisation of the DSE trading
system. as well as estabhshing
lransparency and accountabil-
iy.

Abu Ahmed suggested issu-
ing brokerage licences on
yearly basis to make the stock
exchanges more transparent
and accountable. He said that
the SEC should act as a watch-
dog so that all sort of manipula
tion and outside trading can be
checked

Stressing the need for upgra-
dation of country's overall au
diting standard. Abu Ahmed
said that foreign auditing firms
should be allowed to audit the
accounts of local companies.

He said that the kerb market
has grown due to the inefficient
trading system of the bourses
Although the trading at the
kerb market is “illegal.” but it
should be brought under legal
systemn and be institutionalised.
Abu Ahmed said

Khurshid am: For
mer Chairman of DSE

Khurshid Alam said that a 500
point fall in the price index
should not be termed a ‘crash’,
because ups and downs in the
stock ma are natural.

He said that the investors
who were making profit should
also be to bear the losses.

He differed with the views
that the Securities and Ex-
change Commission should act
as a policeman, but it should

rather act as a regulator on the

ging

et .t

basis of specific complaints.
“They can also act as a monitor-
ing organisation.” he observed.

Barrister M Zahir: s
rrister M Zahir, a securities and
investment lawyer, has sug-

ted that the Securities and

change Commission should
take into consideration what
many emerging markets had
done to prevent inside trading
and other malpractices.

Participating in The Daily
Star roundtable on stock mar-
ket he cited examples of Aus-
tralia in early seventies and the
United States after the great de-
pression while strengthening
regulations to monitor the
stock exchanges. He stressed the
need for legal reforms to insu-
late the investors from preda-
tors.

Khondoker Abu Ba-
kﬂl‘: Regarding snags In

clearance of different laws re
lated to the capital market,

Joint Secretary of the Ministry

of Law, Khondoker Abu Bakar,
defended the position of the Law
Ministry saying that the min-
istry was under-stafled and it
did not have enough experi
enced manpower

“We have sought help of the
ministries of Establishment
and Finance to increase our
manpower, but in vain.,” he
said, adding that there is a pro-
posal to set up an independent
division In the government,
which would actually be a pool
of bureaucrats, to serve In any
ministry whenever necessary

The joint secretary noted
that the problems in the capital
market &nu]d be pin-pointed
and appropriate punishment
for the violators or manipula-
tors should be identified. Once
strong action Is taken against
the violators, confidence in the
market would become stronger,
he observed

Jahangir Miah: me De
uty General Manager of
nvestment Corporation of
Bangladesh., Jahangir Miah,
sald, "We have to look at the
capital markets of Thailand,
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and learn from them. Foreign

portfolio investors invested in
those markets, which created
demand for the securities and,
later, local investors have come
out.”

He said, each capital market
has three stages — primary,
manipulation and consolida-
tion — and Bangladesh was
passing through the manipula-
tion stage.

Citing an example of a local
stock exchange, he said, only
manipulation could lead to in-
crease in trading, from Tk 10
lakh to Tk 30-40 crore. "Now,

. we should move towards the

consolidation stage,” he added.
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emayetu Ah-

med: Former DSE chairman
and presently a DSE member
Hemayetuddin Ahmed, lain-
ing the recent boom said. if the
liquidity increases substan-
*liall]r, the security demands are
backed by purchasing power of
the investors, that [ollows a
large increase in the security
prices.

Referring to 'over-subscrip-
tion' of [POs, Ahmed said. the
authorities should stop receiv-
ing money when the company's
target of accumulating capital
is achieved, thus preventing
over-subscribed’ money from
being released to recycle.

He said. the small investors
might be given opportunities to
minimise losses through ‘soft-
lending’

“The boom is over and the
burst is ahead,” he warned,
adding that the Securities and
Exchange Commission has a
role to play in properly scrutin-
ising a company’s financial and
other performances. ‘before giv:
ing it permission to operate in
the capital market.

He also urged the private sec-
tor to make use of the opportu-
nities prevailing in the market.
The former DSE chairman sug-
gested giving recognition to the
intermediary companies to
look into the investors' inter-
esls

Rizwan Bin Farouq:
Managing Director of First
Capital Securities Ltd, Rizwan
Bin Faruuq!yr.!tcrday said the
setting up of the central deposi-
tory system (CDS) should be
expedited for transparency of
the market. He laid stress on
automation of the DSE for
ensuring better service (o
investors.

He also said private mutual
funds should be allowed in the
market soon.

Explaining the recent phe-
nomenon in the stock o S,
Rizwan said it was a liquidity-
driven boom from retail in-
vestiors as the perception of the
market improved after the gen
eral elections.

He said the on-going correc-
tion is being influenced by a

nic syndrome. but it cannot

lermmed as a crash. He felt
that once the confidence of re-
tail investors is shaken, it
would be difficult to restore it.

He said the brokers should
have done some research on

what to do with the boom.
Rizwan said education of the
investors is i t for nor-
mal fun of the market,
and added, share market C
could be incorporated into

formal education system.
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Mahmudul ue: Di-

rector of Chittagong Slock Ex-
change Syed Mahmudul Haque
yesterday said efficiency of the
regulators of the markets
should be improved to bring
transparency in the market.

He also said the infrastruc-
ture of the stock exchanges
should be enhanced for efficient
and smooth operation.

Mahmud also felt that em-
phasis should be given on dis-
semination of information
about companies and their fun-
damentals so that investors
could take informed decisions.

Nazimuddin Ahmed:
A DSE member Nasimuddin
Ahmed said. the SEC lacked the
efficiency to regulate the
market properly. He said, the
market should ensure flow of
necessary information to help
the market 'players'.

Ahmed said, "Our market
lacks transparency and there is
not sufficient infrastructural
facilities.”

He, however, placed empha-
sis on company publications
besides DSE and SEC publica-
tions for proper dissemination
of information about listed
companies.

P
A Dutta: in solidarity with
the suggestion to increase secu-
rities in the market, Manager of
Standard Chartered Bank, A
Dutta, said that in order to en-
sure public interest, issuer of a
share should be made respon-
sible and accountable to the
people and the law. Companies
should not take the SEC's ap-
proval as a ‘gate pass o do any-
thing they want, including mar-
ket manipulation. he added.

Onu Jaigird

Ar: Onu Jai-
irdar of Premium Securities

td observed that one should
not be pessimistic about the

prospect of the capital market

since the economic
fundamentals of the country
supported the growth of the
share market, to some extent.
"Stock Exchange is the
barometer of the economy. Ear-
lier this year. we thought the
All Share Price Index of DSE
would reach 2000 — because the
economy was set to take olf and
because ol the change ol gov-
ernment. In reality. the index
exceeded our level of predic-
tion.” he said.

He s\ ted it was the right
time to t new shares in
market to ensure a growth of 20
to 30 per cent next year.
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