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DSE plans

investors'

protection
fund

By M Shamsur Rahman

Stockbrokers in a bid to
boost investors' confidence in
the capital market are creating
a investors' protection fund
(IPF), according to sources.

A Tk 20 lakh fund will be
initially created which will be
raised to one crore taka later
on, the sources said.

The investors' claims will be
settled from the fund after
scrutiny by the DSE authori-
ties. The DSE authorities will
later realise the money from
the broker or take punitive ac-
tion against the accused broker
by suspending its trading li-
CeIISE.

"We are fixing the modalities
for creating the fund amd an
investor's claim will be settled
immediately after inquiry if
the authority feels the claim is
authentic,” said DSE Chairman
Rakibur Rahman,

At a meeting with the Securi-
ties and Exchange Commission
[SEC] vesterday Rakibur Rah-
man said such funds existed in
the stock markets elsewhere,
from which an investor’'s claim
were settled if the broker were
found guilty.

Uttara Bank’s

profit increases
by 305 pc

Star Business Report

The total prolit of Uttara
Bank Ltd rose by 305.03 per cent
to Tk 31.39 crore last year from
Tk 7.75 crore the previous year,
the bank said in a statement.

Deposit of the bank stood at
Tk 1614.23 crore in December
‘97 which was 1431.38 crore in
the corresponding period of '96,
registering a growth of Tk
182 .85 crore.

Advances till December '97
amounted to Tk 1378.84 crore
as against Tk 1142.14 crore in
'96. showing a growth of Tk
236.70 crore, the statement said
yesterday.

The bank handled a total ex-
port and unport business of Tk
1947 89 crore in '97 which was
Tk 1233.60 crore in '96, indicat-
ing a progress ol Tk 714.29
Crore.

Besides, the bank handled a
total home remittance of Tk
224 61 crore in '97 as against Tk
157.89 crore in '96, posting a
growth of Tk 66.72 crore, the
bank said.

Tk20 cr syndicated
loan to Grameen

Telecom
A consortium of four local
banks recently signed an

agreement for a syndicated eq-
uity investment loan of Taka 20
crore to Grameen Telecom, says
a press release,

National Bank,the lead bank
of the syndication, will provide
Tk 10 crore, Pubali bank Tk 5
crore, The City Bank Tk 3 crore
and Dhaka Bank Tk 2 crore.

SIBL introduces
new scheme

Social Investment Bank Litd.
(SIBL) announced the introduc-
tion ol 'Cash Waql Certificate
Scheme' to organise voluntary
sectlor capital market operation
for the first time in the history
of banking.

Dr M A Mannan, founder
Chairman of SIBL, unfolded the
idea the scheme before the
journalists and guests at a local

otel Monday, says a press re-
lease.

Chairman of the Finance
and Investment Committee of
the bank, Alhaj A K M Sai-
gquatul Islam, and directlors
were present. M M Nurul Haque
Advisor of SIBL, delivered the
inaugural speech on the occa-
sion.

"Cash Waqf Certificate
Scheme intends to empower the
family heritage of the rich for
the benefit of the society at
large. It can be used as a fi-
nancial instrument, a new
product line in banking sector."
Mannan said.

Exchange Rates
The following are the Janata

Bank's dealing rate (BD Tk for one

unit of Foreign Currency) to public as
on [4/(}1/9%

. Buying
Name of] TT Clean D 0D
Cuy- Sight | Transfer
rrency Export
B Bills
USDIr 452850 450991 44 9884
GBPound 734929 731826 73.003]
DMark 24 7051 24 6010 24 5407
FR Franc 7378 73476 73296
IP Yen (33436 03421 03413
C.Dir 314643 313315 131.2546
S Franc 304459 303174 30.2430
. Selling
Name of {T.T-& U.D.[ B.C.
Currency

US Dollar 45 6604 45 6988
GB Pound 747261 747914
D Mark 23 1571 25 1797
Fr. France 15138 7.5200
JP Yen (0.3521 0.3524
C . Dollar 320341 32 0620
S. Franc 310494 31 0765

DHAKA THURSDAY. JANUARY I35,

| OOR

Che Raily Star
DUSINESS

HYUNDAI

CARS THAT MAKE SENSE

Let politics take a back seat, let it all be business, chamber chiefs say

'When it comes to rupee, anna and pies...'

Politics has always played
pranks in this part of the world.
May be not any more, at least
on the economic front.

That's the kind of signal
from the key players of market
economy, which the whole re-
gion has adopted as the driving
engine for the well-being of a
fifth of humankind.

“There are political differ-
ences ... historical differences.
And these problems are going to
be resol tomorrow. So, do we
wait or can we wait?” asks Yus-
suf Abdullah Harun, head of
Bangladesh's national cham-
ber.

Harun and his comrades in
Bangladesh business commu-
nity do not want to wait. Nor do
their friends from India and
Pakistan.

Their resolve is best mani-
fested in the fact that business
barons from the three countries
are meetinﬁ in Dhaka today
along with the three prime min-
isters and top managers ol their
economies.

A one-day affair, a brain-
child of Prime Minister Sheikh
Hasina, the summit aims to set
aside, if not bury, political
hatchets for the countries “to
move ahead.”

K K Modi, Harun's Indian
counterpart, is equally enthu-
siastic about the Dhaka exer-
cise today. |

“It's a very big step forward
... this can be a beginning,” says
Modi of what has n dubbed
Business Summit. "With WTO
coming, we cannot wait. We
must unite.”

Modi, chief of India’'s apex
chamber, refuses to admit that
politics will be a deterrent.
*Politics is between countries
but economics involves the
whole world today. There's a
strong recognition on this in
the political circles.”

odi, interviewed by The
Daily Star after his arrival Iin
Dhaia yesterday. is more con-
cerned with the challenges
ahead that globalisation has
produced.

So is Harun. "We'll be
marginalised economically in
the Iree trade regime in the
world,” he warns ahead of the
Summit, trying to ward off
fears that politics will put a
spoke in the spanner.

"The whole point of this
sumimit is that we need to unite.
Unless we get together and pull
our resources together, we can-
not face the enormious chal-
lenges fromn the West.” Harun
says. "We need to emerge as a
bloc to negotiate in the global
market.”

While they waited for their
Pakistan counterpart to arrive
this morning accompanying
Prime Minister Mian Nawaz
Sharif, they appeared happy
esterday with the responses
rom politicians so far.

Modi's point was India’s
caretaker Prime Minister | K
Gujral came to join the confer-
ence when national elections
were around the corner. “This is
a great sign for us the business
community,” he said.

By Toufique Imrose Khalidi

Gujral, who landed in Dhaka

yesterday. set the Indian tone:
“We have wasted 50 years.”

Things seem to have changed
indeed. Imagine how difficult it
used to be to bring the prime
ministers of India and Pak-
istan together. Only compul-
sions such as the ones they {')oth
had faced at home in mid-
November last year stopped
them from coming to Dhaka,
which led to the postponement
of the summit, originally
scheduled for Novemnber 23 last.

And when the hosts sought
to revive it., the summit was
back on track in less than a
week. thanks to the quick con-
sent from the two heads of gov-
ernment.

S0, the commitment seems
to be there. Anybody who mat-
ters in business and economy in
these countries will be here to-
day. sit together and talk busi-
ness.

Now, can India and Pakistan
wait for the Kashmir imbroglio
to be resolved which some ana-
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lysts find as a barrier?

None -- Harun or Modi --
nodes in agreement. And there's
no indication yet that Senator
llyas Ahmed Bilour of Pakistan
has disagreement.

Together. they will try to
hammer out the strategy to face
the difficult days ahead when
they all see comparative advan-
tages and areas of opportuni-
ties. which can give their coun-
tries the essential competitive-
ness. They agree a meaningful
cooperation will make the edge
effective or sharper.

"This is precisely what we
need to do at the summit,” said
Harun. "We will try to devise
ways how to cooperate and
(define) in which areas to coop-
erate.”

Transport and communica-
tion. according to Harun, are
the main areas where the Lhree
can work together towards
growth and development. "We
can link up with, say, Central
Asia through India and Pak-
Istan or we can be a gateway to

ASEAN countries.”

The business leaders, in
presence of trade and economic
ministers and bureaucrats, are
expected to discuss such issues
as trade liberalisation in the
light of SAPTA, trade dispute
settlement, avoidance of double
taxation, modernisation of cus-
toms procedure, infrastructure
development, cooperation in
Enclﬁ; sectors.

is is complementary, not
contradictory.” Harun clears
the misgivings, if any, “to the
SAARC Prelerential Tradin
Arrangements”, which shoulc
eventually lead to a free trade
area in the region.

Bilateral agenda, business or
political, will take a back seat
in the exercise, Harun spelled
out the objectives of the sum-
mit, which would discuss three
papers, one from each national
delegation, dealing with three
different issues. "[t's trilateral
or regional.” |

Dhaka will focus on infras-
tructure, New Delhi on energy

and Islamabad on expansion of
trade.

Formation of a task force is
likely, at least that's what
Harun was hoping the summit
outcome to be. Both business-
men and civil servants could sit
together as a task force to carry
fnri'.dvard the summit agenda, he
s54aldcl.

There are also plans to con-
tinue the summit as an annual
event, which can take place in
the three capitals by rotation.
That would provide the oppor-
tunity for frequent consulta-
tions among the three coun-
tries, he said. "The summit, the
first ever of its kind, is only ex-
pected to kick off the process.

“No politicking, please,” is
precisely the message to the
politicians from Harun.

Or as India's Modi said:
“"When it comes to rupee, anna
and pies, we forget other things.
That used to be the mover in the
good old days. That should be
the mover again.”

Businessmen from India and Pakistan for today's Summit

Are Asian governments coming to senses?

Peregrine pays for
1tS arrogance

By Naeem Mohaiemen in New York

January 13: Only a decade
after Peregrine Investments
Holdings was created by a
British racing driver and his
Hong Kong partner, Asia's
biggest underwriter of stocks
has self-destructed loudly. On
Monday, the bank announced
that it was up for liquidation,
sending ripples across Wall
Street and Asian markets -- the
repercussions for the future of
Asian banks, especially those
marked by similar mismanage-
ment, are likely to %JE
widespread.

Many factors led to Pere-
grine's demise, but the final act
was accelerated when First Na-
tional Bank of Chicago finally
pulled out of a proposed rescue
effort for the troubled bank and
cancelled financing at the last
moment. As director of com-
municationsTom Crimmer an-
nounced the bank's closure on
Monday, panic spread through
the Hong Kong stock market.
Hang Seng China Affiliated
Corporations Index and Hang
Seng China Enterprises Index
dropped 22% and 16% respec-
tively. Hong Kong's stock mar-
ket also plummeted 8.6%.

As Edward Gargan wrote in
today's New York Times, "Pere-
grine’s downfall was emblematic
of the fault lines in the founda-
tions of Asia's once-vaunted
economic miracle. [ts headlong
rush to do deals, its reliance on
connections in high places, and
its willingness to skim the edges
of legality and propriety mir-
rored the region's reckless eco-
nomic growth and its tolerance
of widespread corruption and
cronyism."”

Even in an Asian "miracle”
economy that was known for
deep faultlines of corruption,
Peregrine has always been an
egregious offender. After build-
ing deep connections with Bei-
jing dictaors, it became the
power-broker for a majority of
Chinese companies during their
initial listing on Hong Kong's
stock exchange. A particularly
notorious Peregrine strategy
was to do business in nations
that European and American
bankers avoided due to numer-
ous human-rights violations--
Myanmar (Burma) and Vietnam
being the two stellar examples.
When China massacred civil-
ians in Tlananmen Square in
June 1989, bank founder Fran-

cis Leung said "These events
were just a hiccup,we decided
we wanted to take advantage of
depressed market conditions at
the time.” In an interview with

The South China Morning Post,
Peregrine's other co-founder
Phillip Tose said. “[Asian cor-
ruption is| quite an open form
of corruptioation was happen-
ing to "appease some snot-
nosed 26-year-old [foreign-ex-
change] trader at a Eurofag
bank in Singapore.” Delicate
words from the man who was
quoted by the Wall Street Jour-
nal as saying "The only good

tcumpﬂulnr is a dead competi-
or."

Connections, combined with
an appetite for wild risk-taking,
were the engines of the bank's
growth in Asia. Family patron-
age, connections to powerful
Asian families, and willingness
to do business with corrupt
regimes have given Peregrine a
‘competitive edge”. However,
the bank has always been
dogged by financial scandal.
The Bangladesh stock market
scam, in which Peregrine
banker Runa Alam was in-
dicted, were the least of the
bank's worries last year. Bigger
news was it's troubles in Viet-
nam, where a partnership with
nightclub owner and car dealer
Nguyen Trung Truc fell apart in
dramatic fashion. Truc's busi-
nesses were raided by tax au-
thorities, and he spent most of
the year in jail for tax evasion.
Peregrine was fined for operat-
ing a business without proper
license, news that resulted in
widespread caution on Wall

Street about future dealings
with the bank.

Flashy but unsafe
investments in
Indonesia

As in Vietnam, Peregrine has
always been known for giving
risky loans in other Asian na-
tions. A majority of these loans
are obtained through connec-
tions, which over-ride all other
concerns. It was just such a
loan to an Indonesian taxi-cab
company that went sour and fi-
nally brought death to Hong
Kong's largest investment bank,
Last summer, Peregrine loaned
8260 million to Steady Safe,
run by one of Indonesia's

flashiest businessmen. Jopie
Widjaya. Widjaya's dream was
to move from his Jakarta taxi
business to rail projects, {erries,
and toll roads. As everywhere
else in Asia, Widjaya had tight
connections with the ruling
elite; he had bought a stake in a
toll road owned by Siti
Hardivanti Rukmana. eldest
daughter of President Suharto.

Doing business with a man
backed by the President's fam-
ily, what could be safer? Or so
thought Peregrine. However,
lulled by a foolish sense of se-
curity and dreams of access to
the corridors of power. Pere-
grine lent $260 million in Amer-
ican dollars -- one-third of
Peregrine's total capital --
against Steady Safe's revenues
in Indonesian rupiah. Summer
passed, and the financial tur-
moil that had wrecked Thailand
_srﬁread throughout Asia.

rough it all,

Peregrine remained confi-
dent about the Indonesian deal.
By October, the rupiah had lost
30% value. But Peregrine’s own
weekly analytical report, ironi-
cally titled "Greed and Fear",
argued that the currency would
soon rally back up.

Meanwhile, rumors spread
in Hong I{nn%) that Peregrine
had taken $1 billion in trading
losses. On October 26, the
bank released a vigorous press
note: "Rumours of losses by
Peregrine running into hun-
dreds Of millions of US dol-
lars... are completely false.”" In
November, as the rupiah con-
tinued to slide, Peregrine at-
tempted to strike a bail-out deal
with the Swiss-based Zurich
Group. But the continuing cur-
rency crisis made investors ner-
vous enough for Zurich Group
to back out. Finally, the In-
donesian currency collapsed
completely. Steady Safe's earn-
ings were in rupiah, and so they
no longer could meet the pay-
ment requirements for the
Peregrine loans. Last week, with
their stock price at one penny,
Suharto’'s lavorite taxi-busi-
nessman shut down his busi-
ness.

As Peregrine's stock contin-
ued sliding downwards, trading
in the bank's stock was sus-
pended. Zurich Group at-
tempted one final offer to Pere-
grine. Also at the negotiating

table was First Chicago, one ot
Peregrine's biggest creditors.
Last Friday at one o'clock in the
morning, First Chicago left the
negotiations. One Peregrine of-
ficial commented "Zurich
walked away six hours later, it

just unraveled from there."

After the crash. one question
remains-- why didn't anyone
save Peregrine? the bank had
incredible connections with
Hong Kong's wealthiest and
most powerful people. But even
Hong Kong's linancial secretary

Donald Isang refused Pere-
grinn. It is not stalling ad-
varnces in Asia, but is an ac-

cepted way of life in many
ways.”

A Culture of Arrogance

Bankers in New York have
always considered Peregrine to
be fostering a "culture of arro-

ance”. This was best exempli-

ed in the personalities of the
two founders-- Philip Tose of
Britain and Francis Pak To Le-
ung of Hong Kong. This attl-
tude of "masters of the uni-
verse' (famously cited by Tom
Wolfe in "Bonfire of the Vani-
ties”’) and "we can do no wrong”
led Peregrine to lend money for
questionable projects and to ex-
ercise little supervision over
managers, especially over Andre
Lee, who ran the bond depart-
mernit. Mr. Lee, a Korean-Cana-
dian born in New York, presided
over the bond department
which raked in 45% of Pere-
grine's total profit. But when
regional currencies fell, he was
leit holding mountains of
Southeast Asian debt securities
with junk-bond ratings and un-
certain market value. The furi-
ous Andre Lee was heard to
have exclaimed to his staff that
currency devalue's request for
assistance, saying a ballout
would not be "in the public in-
terest.” For too long, Asian gov-
ernments have tolerated cor-
rupt business practises and
unsound loans. Perhaps fi-
nally, with the recent banking
crisis in Korea and elsewhere,
some good sense may return to
Asian financial markets. Say-
ing "No" to the rampant de-
mands of entities like Peregrine
is a necessary first step.

Naeem Mohaiemen is a free-
lance writer based in Neww ?Erk
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