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105 tea gardens |

face loss in
Sylhet region

SYLHET, July 24: A large
number of tea gardens here are
facing huge loss during the peak
production season due to dis-
ruption in the direct rail and
road communications with
Dhaka and Chittagong follow-
ing Magurchhara gas fire inci-
dent, reports UNB.

Sources said 90 tea gardens
in Moulvibazar, five in Habi-
ganj and 10 in Sylhet districts
which produced 4.2 million kﬁ
of tea in June could not sen
their products to the Chittagong
auction market in time. Tea
chests remained dumped in the
estate godowns.

The disruption of rail link
followed the Magurchhara fire
on June 15 and road communi-
cation was snapped due to col-
lapse of bridge over river
Khowal in Shayestaganj on
July 15.

e sources said these 105
tea gardens were now appre-
hending loss of their interna-
tional market in the peak sea-
son when the prices are ;
Besides, they were facing -
culties in payment of wages and
repaying the bank loans.

Nomura Securities scandal
Senior officials
mvolved

TOKYO, July 24: Junichi
Ujiie, President of Japan's No-
mura Securities Col. Ltd admit-
ted today the company and se-
nior officials were directly in-
volved in the nation's pay-off
scandal, says AFP.

He made the admission dur-
ing a hearing held by the fi-
nance ministry at which the
president was called to give evi-
dence over alleged illegal deal-
ings with a corporate extortion-

ist.
expected to

The ministry is
announce penalties on the trad-
ing in question as early as next
week based on the hearing,
ministry officials said.

Sonali Bank
training on
nvestment -
2 e 4 e ;P J '
scheme ends

By Staff Correspondent

Khondkar Ibrahim Khaled,
Managing Director of Sonali
Bank, said the trainees should
utilise their knowledge in their
respective workplaces after re-
celving the in-service training.

He was addressing the con-
cluding session of a week-lo
training programme for the
branch managers on the Spe-
cial Investment Scheme yester-
day at the Sonali Bank Staff
College in the city.

Shamsul Alam, Princi of
the Staff College, presided over
the function while Khondkar
Ibrahim Khaled spoke as Chief
Guest at the function.

The objective of the trainin
pro e is to help the s
and medium entrepreneurs in
making investment in poultry,
duckery, pisciculture and cattle-
breeding at the rural levels
apart from crop production.

aled said "we have enough
potentials for increas pro-

duction in these fields. we
have to enhance investment in
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Tofael calls on Thai PM

Bangkok optimistic about
trade ties with Dhaka

The Prime Minister of
Thailand. Chavalit Yong-
Chaiyudh, yesterday expressed
his optimism about develop-
ment of trade and investment
relations between his country
and Bangladesh which is
putting its best efforts for rapid
economic growth, reports :

A message received from

Bangkok said the Thai Prime
Minister was talki to the
visiting Commerce and Indus-

tries Minister, Tofael Ahmed
when he called on him at his
office in the Th%i capital,h
Expressing his hi opes
abuutpthc future of 512 nc\pv‘iy
formed BISTEC, the forum for
economic ctooperation between
Banql!adtah. ndia, Sri Lanka
and Thailand, the Thai premier
said, "We are now in the same
family and we are going to take
some pragmatic steps for future
development of the region.”

He said, the completion of
the construction of Asfan
Highway will substantially im-
prove economic and trans-
portation linkages of the region
resulting in rapid development,

Chalyudh appreciated the ef-

forts ot the Prime Minister of
Bangladesh and her govern-
ment for “good going” in all the
areas.

He said, exchanges of ideas
and frequent visits of private

sector people of the two coun-

tries would help take action-

oriented projects for mutual
benefits.

Reciprocating the sentiment,

the Commerce and Industries
Minister said Bangladesh has
emerged as a spot for gas and

eurr exploration and pro-
duction companies worldwide,

following recent discoveries of

many natural gas deposits.

Tofael apprised the Thai
Prime Minister of the last two-
d:li discussions and official
talks with the Thai cabinet
members and business ets
and officials during which both
the countries ltlul:lmtlﬂed some
sectors especially. Energy, tex-
tile, food and paltry where the
Thai investors will take imme-
diate steps for investment in

adesh.
e minister informed the
premier that Thali en-

trepreneurs had shown interest

to relocating their labour-in-
tensive industries
adesh,
e said foreign

He requested the Thai Prime
good offices

for exploring all avenues for
expm?ed trade and investment

Minister to use his

see to bolster cooperation

to confront new global finan-

cial challenges.

He underscored the need for

taking advantage of opportuni-

ties arising from each country's

ﬁcﬂographm location and poten-
8.

Tofael on behalf of the
Prime Minister Sheikh Hasina
invited the Thai PM to visit
Bangladesh at the earliest con-
venient time.

The Thai PM accepted the

"l am also In-

invitation sa
0 de-
mh.

terested to see t
velopment spree in

Executive Chairman of BOI
Bangladesh Ambassador to
Thai . Additional Secretary
of the Industries Ministry and
other official were present.

Irregular movement of feeder vessels at Mongla Port

Frozen food exporters facing

uncertainty

The frozen food exporters are
facing extreme uncertainty over
the irregular movement of
feeder vessels at Mongla Port.

According to Bangladesh
Frozen Foods Exporters Associ-
ation, at least 2,200 tonnes of
ﬁaruc:sscd shrimp valued at Tk

50 crore was stuck at the port.
Besides, a huge quantity of pro-
cessed shrimp worth Tk 100
crore is awaiting packing
in Khulna: -

When ,his attention was
drawn to the problem, the State
Minister for fisheries and live-
stock Satish Chandra Roy told
The Daily Star that he would
look into the matter.

BFFEAis Khulna Zone Con-
venor, A. Khalek Sarker, said
the two vessels, 'Ultima' and

in dif:

By Govinda Shil

‘Banglar Moni' have alread
been loaded with a total of Bg
containers. Now 41 containers
are waiuniuat rt jetty for
shipment while 33 are ready for

BFFEA president Golam
Mostafa told this correspondent
last week that the international
shipping agents were losing

comgestion. .
The shrimp ers ate

| “worried because deﬂ in ship-

ment would cause huge eco-
nomic losses. The shrimp
should be shipped by July 31.
Khalek said importers are
not allowing the rters to
expand the validity of bank
documents ( mainly Letter of
Credits), the principal instru-

Khondkar Ibrahim Khaled, Managing Director of Sonali

ment to transfer foreign ex-
change for trading purposes.

He said importers are not
interested to expand the L.C.
period because prices of shrimp
and prawn in the international
market have fallen.

Quadruple accord on
Pak-Turkmenistan
gas line project

ISLAMABAD, July 24: Pak-
istan, Turkmenistan and two
international companies
signed yesterday an agreement
setting a time frame for a two-
billion dollar gas pipeline pro-
ject via Afghanistan, reports
AFP.

Unocal of the United States
find Delta Oil of Saua: Arabia
signed the accord he.e with vis-
iting Turkmenistan’'s Oil Min-
ister, Batir Sarjaev, and Pak-
istani Petroleurn and Natural
Resources Minister, Nisar Ali
Khan,

The nt envisages the
start of construction on the gas

ipeline between Pakistan and

rkmenistan by December

1998, an official statement
said.

It forecasts the pipeline
would start first delivery of
1,000 million cubic feet of gas
per day from the central Asian
mtry to Pakistan by the year

The planned 1,464-kilome-
ter (910-mile) 48-inch diameter
as pipeline will connect

to

investors are
tive to the incentives

FRIDDAY

IL'LY 25. 1997

Myanmar, Laos

present tariff
lists for AFTA

KUALA LUMPUR. July 24 -
Myanmar and Laos presented
the Association of Southeast
Asian Nations yesterday with
lists of products for common ef-
fective preferential treatment
under the pr ASEAN Free
Trade Area (AFTA), reports
BSS.

The presentations, made by

. GB Pound732717

_Currency

Ohn Gyaw and

which now has nine membe

Under various
agreements, the six most devel-
oped members — Brunei, In-
donesia, Malaysia, the Philip-

rs.

preferential scheme

while M
until 2

Fcndtd earlier this month fol-
owing fi

miers.
The scheme is the mecha-

be reduced to five per cent or
less to create the free trade area.

Following
submission of the "final inclu-

preferential treatment, Myan-
mar and Laos are scheduled to
submit complete packages of
product list to an annu
ing of ASEAN economic minis-

October, officlals said.

M ar and Laos have un-
tl 2015 to add sensitive prod-
ucts to their inclusion lists two
years after Vietnam which

until 2013. The six most devel-
oped members have an earlier
deadline of 2010.

ASEAN Is celebrating its
30th anniversary this
which also marks the hal -way
point for implementing the
preferential scherne for A

By the end of May, the seven
existing members had included
42,253 tariff lines into the
scheme, representing 91 per
cent of all tariffs lines in the

ﬁglonal uping. Average tar-
rates lfor products in the in-

clusion list were 6.38 per cent at

the end of May, down from

1276 per dent 01983, . -
[

Exchange Rates
The following are the Janata

Bank's dealing rate (BD Tk for one
unit of Foreign Currency) to public as

on 24/1/97 -
Buying
TT | OD Sight
Clean | Export
Bills
43 8008
729727

23.8280
71.0674

0.3764

oD
Transfer

43.6860
72.7815
23.7656

7.0489

0.3755
31.4251
29.2315

US Dir 439700
D Mark 239256
F Franc 7.0964
JPYen 0.3780
CDiIr 316368 31.5077
S Franc 29 4284 29 3083
Selling
T.T.& OD.

Name of BC.

US Dollar
GB Pound
D Mark
F. Franc
JP. Yen
C.Dollar 32.1617 32.1979
Franc 29.9260 29.9596

442615
743153
24.3205
fird v
0.3867

44.3010
74.3991
24,3478
7.2208
0.3871

Janata Bank's selling and buying rates

. in cash currency for public:

Myanmar Forei Minister
s Foreign
Minister Somsavat Lengsavad
were part of a formal ceremony
admitting the two countries
into the regional grouping

ASEAN

pines, Singapore and Thailand
— are to start implemen the
by 2003,

Vietnam has until 2006

nmar and Laos have
. the same deadline as
Cambodia whose entry was sus-

ting between troops
loyal to the country’'s two pre-
nism under which tariffs will
Wednesday's

sion lists” for common effective

meet -

ters In the Malaysian capital in

Joined ASEAN in 1995 and has

car,
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were present.

Finance Minister Shah A M S Kibria inaugurating the 27th branch
Commerce Bank Limited at Dilkusha, Dhaka yesterday. M A
of Directors, Mohd Sajidul Hagq,

...........

of National Credit and
Awal, Chairman of the Board

Managing Director (Acting), and directors of the bank

Bangladesh Chamber of In-
dustries (BCI) has protested the
reintroduction of "congestion
surcharge” on all imports and
exports at the Chittagong Port
from August 16, r s UNB.

BCl President Sharif M
Afzal Hossain in a statement
yesterday expressed grave con-
cern at the reimposition of the

surcharge by Singapore-based
Chittagong Feeder Trade Comn-
mittee.

He demanded immediate

withdrawal of the decision
which will impose 150 US dol-
lar congestion surcharge per 20
ft container.

“It will seriousl
and industry resulting in price
hike in both imports and ex-
ports which is bound to have an
adverse effect on the national
economy,” Afzal said.

He urged the government to
take immediate steps Lo stop

affect trade

the port and make ille
kinds of strikes declaring
activities "essential service”.
The government must work
for a anent solution of the
crisis. Otherwise, the foreign

investing

effort to attract direct forei

Imposition of surcharge
at Ctg Port resented

strikes and CBA activuitajlt.
¢

investors would stay away from
and the government's

investment would certainly

come to a grinding halt.”

The BC] president called
upon the political parties to re-
frain from politics in the Chit-
tagong Port, the lifeline of
Bangladesh economy, in the
greater interest of the country.

BGMEA Forum

President, BGMEA Forum,
Anisur Rahman Sinha, has ex-
pressed his deep anxiety over
the imposition of congestion
surcharge for Chittagong Port,
Says a press release.

He appealed to the CFTC for
cancellation of their unilateral

decision on imposition of sur-
charge.

Sinha criticised the author-
ities for failure to remove con-
estion in the port resulting in
‘users’ to pay additional cost

by way of surcharge. He also
urged the highest level of the

ing crisis which will affect the
garment sector and the overall
economy of the country.

The Forum strongly feels
that the government should
send a delegation immediately
to Singapore to deal with the

\tien; market driven or

Steph to deal with (e Imaecst. |

matter. I

Rapport organises
seminar on

Philip Kotler

Rapport Bangladesh Limited
organised a "video t
seminar on Prof Philip Kotler's
views of marketing” in the city

recently, a press release.
The ou‘;gar was represented
by senior and mid level
managers from [FID, Gas
Transmission Company Lim-
ited, Islamic Bank adesh
Limited, Renata Limited, Asso-
ciated Computing Limited and
Tropical Home Limited.

The contains of Prof Kotler,
who is considered as marketing
guru of the world, in the film
was described by Mr M Moshar-
raf Hossain, Managing Direc-
tor, Rapport before presenta-
tion of the film.

Prof Kotler explained in an
interview his latest thinking on
t

marketing phil , CO
and pra:gtigen mhzcdt wit
'topics Hke time-based competi-
et
-d.ﬁving,,, . consumerisation,
alisation, customer is the
ultirnate boss, marketing of the
marketing, adaptation, etc.

The discussion session was
conducted by Zahid Husain,
former Marketing Director,
Bangladesh Tobacco Co Ltd.
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these flelds keeping in mind the : auletabad gas field in south- ! Selling Buying | [ 2 i R oI £ L
fﬁﬁﬁs aind w?}as Jo recover the | Bank, addressing the concluding session of a week-long | eastern Turkmenistan to Mul- | US Dir 446000 44.1000 | Rokia A Rahman, Vice-President, Bangladesh Employers' Association, inaugurated the
;{rnt’;l“gfeﬁ branch man- | 20Ing programme for the branch managers on the Spe- jt:g “I}nﬂif:tanﬁ central Pun- GBP 73.3200 71.3200 | training course on "Problems and possibilities of financing small industries sponsored by
agers of different levels partici- cial Investment Scheme at Sonali Bank Staff College in p roximately 750 kilome- | SRial 11.8000 114500 | women entrepreneurs”, organised by Bangladesh Employers' Association under the BEA-
pated in this training pro- the city yesterday. Principal of the Staff College, Shamsul | (ers miles) of the pipeline | UAE Dh 119500 114500 | ILO Project, in the BEA conference Hall on Wednesday. Paul J Bailey, Director ILO,
gramime. Alam (left), was also present on the occasion. J will cross Afghanistan. KUW DI 1450000 1400000 | Dhaka, and Sabrina Islam, Member of the Committee, BEA, are also seen in the picture.

Equity

With the growth of private
rate sectors the role of se-
curities markets as intermedi-
ary betw-een the investor and
the entrepreneur is considered
preeminently important.
According to textbook no-
tlons, stock markets usually
perform the function of monij-
toring manaierial activities
through stock price mecha-
nisms of firms and ensure effi-
cient allocation of resources.
Providing risk capital for in-
vestment, they also encourage
risk taking by spreading risk. [t
can mobilise resources from
different sources within and
outside the country and direct
smooth flow of funds from un-
productive sectors to productive
sectors cnsurlng return with
reasonable liquidity and safety
to the owners of capital.

These markets could speed
up the flow of long term savings
from the comparatively capital
;'llch cnﬁntr}:s to the capital

Lu%y eveloping countries.

e two ﬁ.p:;:gtiuna of the
capital markets — the domestic
function of increasing and
channeling the flow of long
term funds on the basis of mar-
ket criteria and the interna-
tional function of expediting
the flow of private long term
capital abroad — are much
related as the development of
the international capital mar-
ket is dependent on the effi-
ciency of the capital market in
the domestic econ ]

Although effectiveness of
these functions entails some

es, economic roles of secu-

rity markets. are being increas-
ingly recognized. A stock ex-
change can provide 'mar-
ketability' for long term securi-
ties and this is crucial, since if
they could not readily be sold
they would not be attractive to
buy. Thus, it can perform its
functions as a catalyst by which
the long term savings” of the
ccunun;ir can be converted into
physical assets either for the
tpﬂrivatc sectors or for public sec-
rs.

This process is generally re-
ferred to as investment. As
stock investment relates to
ownership, it is always riskier
than the investment in bonds
or bank deposits. At some
gginta. however, the tradeoff

tween risk and return bc%{;ls
to favour stock markets. e
investor who is knowledgeable
about a wider and more diversi-
fied universe can be expected to
improve his average perfor-
mance.

The economic rationales
like mobilisation of resources
through non-bank intermedi-
aries, broade of the owner-
ship structure of corporate capi-

tal, deepening and diversifica-
tion of the financial sectors
were broadly considered for re-

activation of DSE in 1976 with
I.he change of government pol-
cy.
" The development of an eq-
uity market may lead to some
optimism about its role for
Froﬂding sufficient long term
und necessary for industriali-
sation of the country. Although
equity markets record an in-
creasing trend both in terms of

financing in Ba

number of the companies listed

in the stock exchange and their
market capitalisation, a cau-
tious investigation of its per-
formance will result in skepti-
cism. In the following sections
an attempt has been made to
evaluate its role in providing
corporate finance in
Bangladesh,

Performance of
Bangladesh Equity
Market

An equity market can be re-
lied upon to a considerable ex-
tent to meet the needs of corpo-
rate finance has been widely
held in Bangladesh in recent
years. Optimism in the practi-

cability of such an itious
upgr of the equity segment
ol capital market derives

mainly from the persistent ac-
cumulation of bank deposits
and heavily oversubscribing
rate of corporate securities in
the past few years. However,
before going to detailed analy-
sis, we need to see the sa
and investment behaviour in
B desh.

ithin a general framework,
the importance of stock market
stems from its perceived classi-
cal role of allocating funds to
the most productive sectors of
the economy.

Thus, it is imperative that a
stock market has or should
have important links to the
overall economy in which it

By Dr M Farid Ahmed

works. m:mrdm? to the life cy-
cle theory of Ando and
Modigliani households project
their resources or wr.u.ltg over
their expected life time and de-
cide consumption flows that
best suit their preferences.

Part of the household wealth

is held in the form of stocks.

This indicates an increase in
stock prices and the resulting
corporate gains result in higher
wealth, which in turn results in
additional consumption expen-
diture.

Fa

In Bangladesh, households
are the largest group of share-
holders al stock as a per-
centage of overall household
wealth has always been small
in the portfolio composition of
stock investors, not to s of
the general public. Naturally,
the impact of stock price
changes on household con-

sumption should be insignifi-
cant.

Another factor that might
lead to this outcome is the pat-
tern of distribution of stock-
holders in B esh across
wealth classes. The distribution
of stockholding in Bangladesh
is skewed in the direction of the
relatively wealthy, who, it is
argued, are less sensitive to the
increases in stock prices when
undertaking consumption deci-

- sion, because of lower marginal

pr ties to consume.
cognising the highly
ownership structyre of

Bangladesh companies as a
fundamental issue, of late, the
government has adopted sev-
eral policies intended to
broaden the base of share own-
ership which are as follows:;

1. The government has with-
drawn all restrictions on for-
€eign investment permitting
them to invest directly in pri-
mary and secondary markets.

2. The restriction on sale of
shares on a premium has also
been withdrawn.

3. No permission is needed to
issue t or Bonus shares.

4. Some fiscal. measures
have been aimed at primarily
curbing tax evasion and en-
couraging sawn%? and invest-
ment . These are briefly:

a) All capital gains on dis-
posal of securities have been tax
exempt.

b) Dividend income has been
tax-free up to Tk. 30,000.00,
withholding taxes of 15 cent
will apply for dividends rermit-
ted overseas to countries with-
out double tax treaties.

c) Corporate tax rates have
been lowered from 45 to 40 per
cent for publicly listed indus-
trial companies while unlisted
companies are taxed at 45 per
cent down from 50 per eent.

Increasing trends in stock
prices can attract more invest-
ment in stocks. In fact, there is
no lack of potential savers will-
ing to invest in industrial eq-
uity offerings by well-estab-
lished and large concerns. The
prevailling narrow base of a

stock market as we have men-
tioned earlier may be attributed

to the deficient supply of securi-
ties.

Nevertheless, equity offer-

ings could be considerably in-
creased if the more easily

available bank loans at less
cost could be discontinued and
thereby compelling the large
corporations to resort to the
capital market. However, it
may be observed from the anal-
ysis that optimism about in-
vestment in more advanced
form of assets, such as indus-
trial equities, is not warranted.
It is not only the suprly of equi-
ties which is at fault but also
the demand for equities to hold.

An array of decisive factors
that impedes the development
of an equity market — both de-
mand and supply side — in
Bangladesh may conveniently
be listed as follows:

i) Absence of broad indus-
trial base;

ii) Diffident attitude of the
saving public toward more ad-
vanced form of assets;

iii) Unwillingness of fami. -
controlled undertakings to ex-
pand their equity capital;

iv) Prevailing market struc-
ture that partly conditions in-
vestment and supply of securi-
ties;

v} Pursuing a financial pol-
icy of a high debt-equity ratio
by firms — a tendency encour-
aged by easy access to bank
loans.

These impediments tell upon
the development of Bangladesh
equity markets. Dhaka Stock
Exchange (DSE), country's pre-
mier bourse of Bangladesh re-
sumed its activities with 9 com-
panies in 1976. Simultane-
ously, Investment Corporation
of Bangladesh (ICB) and Con-
troller of Capital Issues (CCI)
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new investment vehicle since
1987. However, the market has
not yet been broad based. only
some companies have issued
bonds. The attractiveness of
bank deposits was ified
due to high interest rates until
1991. overnment saving
schemes were specially attrac-
tive due to h interest rate

were set up for market develop-
ment. The number of securities
listed on the DSE stood more
than 200 in 1996 with a re-
markable rise in market capi-
talisation.

For getting a better under-
standing of the equity market
performance we should exam-
ine its relative contribution in
resource mobilisation in
Bangladesh. The extent to
which the equity market has
been successful in mobilising
additional resources can be di-
rectly analysed with reference
to the share of corporate secu-
rity issues to funds mobilised
by the other investment oppor-
tunities available in
Bangladesh like the banking
system, postal savings and
other government savings
schemes.

As can be observed, the pro-
portion of funds raised via the
stock market are small (around
2-3 per cent) relative to
system as well as government
sa Hht;fm;éThc inE;lrk ;
popu the equi e
since 193-53 is nh-u'z:l due to
different tax incentives offered
and the denationalisation pol-
icy adopted by government.

Indeed, the corporate bond
market came intc being as a

and tax exemption of income
from this source.

The ratio of new equity is-
sues to domestic invest-
ment with some activity ratios
can give us an understanding
about their performance. The
ratio of new issues to gross capi-
tal formation can provide a
measure of the level of finan-
cial development.

In Bangladesh, the share of
new equity issues to gross do-

mestic investment is ﬁenerllly
around one per cent. Of course,
it shows an increasing trend.

Besides, tumover of listed secu-
rities showed an increasing
trend when it is expressed as a
per cent of GDP,
This may, be due to
various incentives for tnl:ﬂurmd ﬂ
uity investment .
ﬁ:ﬂ:ﬁ mtzrhﬂ liberalisation
policy declared by government
together with lowering down
the interest rates on bank de-

ts as well as on !
D e T e

The author is Professor of
Finance, Faculty of Economics,
at Nagasaki University of

Japan.
[To be continued]



