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Bourses get automated but much
of work will still be manual

By Moin Al Kashem

Under automated systems, the market promises to become more in-

vestor-friendly, once seen as the one for the brokers only. An analysis
of what could be scenario in the days ahead.

Tabassum Hasan, a house-
wife, ILu:rhnen herdchﬂdhls in
usually 5 her
broker’s office. S{ttu’i}tg iﬂ the

tor placed in the investors’

lobby. Observing the market
l:remi she takes some instant
decisions, and sells or buys ac-
cordingly. On her to pick up
her ¢ Em sC she does
her s. She has made
some money, or lost some, dur-
ing her two hours on-line trad-
ing session.

This could be a common sce-
nario in the coming days of
Bangladesh's capital market
since both Dhaka Stock Ex-
change (DSE) and Chittagong
Stock Exchange (CSE) have en-
tered into the automated world.
In fact, this has already been
the scenario in case of CSE bro-
kers. For the last three days,
Dhaka brokers have seen some-
thing similar.

automated screen-based
trading system has replaced the
open cry out trading system, a
fully manual operation. Some-
times subjective judgement (due
to human limitation) taken by
those supervising the auction
did not reflect the market's di-
rection and pace. Besides, the
floor operators used to get the
chance of trading on a particu-
lar stock for only once. Al-
though trading hour lasted for a
few hours, practically one scrip

t only a few minutes to be

alt in.

The major drawback of the
manual system was that in-
vestors did not have direct and
immediate access to the mar-
ket. This market was run by the

TESA Trader Workstaton Apphcation

brokers and/or their autho-

rised . It was the market
for tﬁe brokers not for the in-

vestors. There was a common
fﬁrx:p&?mh ignm the i_invcstnrs
a not get fair price.
They d;:g not know what actu-
ally happened on the floor.
They had to depend on the bro-
ker's confirmation. And unfor-
tunately many of the brokers
lost trust of the investors. In-
vestors want to be ensured that
they are not being deprived. It is
possible if they can remain
with the market movement.

Now the automated trading
system offers the investors the
opportunity to be directly in
touch with the market. They are
able to react instantly accord-
ing to the movement of the
market by modifying their or-
ders, placing new orders or
withdrawing the existing orders
in new automated trading sys-
tem. The main facilities offered
by automation are placing of
orders both on-line and off-
line. Brokers' Workstations -
located in their office premises
- allow investors to trade each
and every scrip throughout the
business hour. So, it becomes a
market for the investors not for
the brokers only.

Most of the brokers are
preparing, or have already pre-
pared, themselves for the
change., They have upgraded
their office equipment fleet
with a PC having at least 133
MHz Processor, 16 MB RAM, 1,2
GB Hard Disk, Modem etc. Most
of them are also ready to pro-
vide well-decorated space with
monitors for the investors who
will be able to observe the mar-
ket sitting in the air-condi-

B

tioned investors-lobby.

Then again, when the ques-
tion of other operational issue
particularly back office man-
agement arises, most of the
brokers do not know what to do
and how to do.

As mentioned earlier, in au-
tomated trading system the in-
vestors are able to react in-
stantly according to the move-
ment of the market by modify-
ing their orders, placing new
orders or withdrawing the exist-
in§ orders. But it will be very
difficult for the brokerage
houses to allow their investors
to avail of those options. Be-
cause, it involves a big amount
of trust between the brokerage
firms and the investors. An in-
vestor may sell a share without
its physical transfer to the bro-
kerage firm's account or the in-
vestor may buy a share without
transferring the fund to broker-
age firm's account. In case the
investor backs out, the broker-
age firm will be in deep waters.
But if there is CDS or an auto-
mated fund movement facility
the broker can transfer the
shares or fund from the in-
vestor's account to its own ac-
count just after the transaction
and be secured enough. A solu-
tion to the problem should be
that investors will require to
maintain an account with a
large balance of both share and
funds.

To deal with the problem of
fund transfer some brokers are
thinking of providing short-
term credit line for their in-
vestors so that they can bu
shares without depositing fund.
But the brokers do not know
whether any broker can open
margin account for his clients
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or not. THe prevailing SEC rules
do not say anything about this
issue. Besides, the brokers feel
that it is nece investors be
rated particularly the institu-
ttonal investors to determine
clients’ credit-worthiness.

But the real problem lies
with physical transfer of
shares. Without CDS, an auto-
mated trading system, which
will increase the trading vol-
ume significantly, may lead to a
messy situation.

These are temporary prob-
lems, however. It can be safely
concluded that the immediate
positive impact of automation
is transparency. And once
transparency is ensured, in-
vestors' confidence will auto-
matically be restored. There is
no dispute about the fact that
investors' confidence is the key
to reviving aillr;ﬁ capital mar-
ket in Bangladesh.

All brokers agree the auto-
mated trading system will give
the investors the assurance that
they are getting their due and
the brokers will not be able to
Flaly with their money. This
eeling will gradually restore
investors' confidence. At the
same time, however, the auto-
mated trading system will s
up the floor operation of the
bourses, which will increase the
trading volume significantly.

But automation’'s full bene-
fits can only be ensured through
establishment of a Central De-
pository System (CDS) and an
automated fund transfer facil-
ity. One now expects that the
CDS and the automated fund
transfer facility will follow the
automation immediately. The
sooner the better.
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WASHINGTON, Aug 12: Pres-
ident Bill Clinton and senior
officials discussed Asian's dete-
riorating economic situation
on Tuesday. Analysts said the
United States may let the
Japanese yen slide out of frus-
tration with Tokyo's promise of
reforms, says Reuters.

Tokyo's repeated failure to
deal decisively with a banking
crisis or to cut taxes and stimu-
late its economy appeared to
E;k?] it nearly impossible to

p Japan prop up its currency,
as the United Statgs did in-.]u;}l;‘

"Why would the United
States waste its money if Japan
is not going to do anything to
address its fundamental prob-
lems,” asked economist Nar-
man Behravesh of Dri/McGraw
Hill Inc. in Lexington, Mass.

Japan's economy., second
only to the United States in
size, has been s t for most
of the 1990s and is mount-
ing concern its woes could drag
tllm global economy into reces-
sion.

The analysts suggested US
officials may be Weﬁhiﬂﬂ con-
tingency plans for dealing with
a worsening Japan situation
that could trigger fresh prob-
lems in the form of a Chinese
currency devaluation or fresh
instability in eastern Europe
and Latin America.

The White House refused to
specify what Clinton discussed
with as Robert
Rubin in a 10-minute telephone
call on Tuesday but said Wobbly
financial markets, where a
slide in the yen's value acceler-
ated, were a factor.

“They reviewed the funda-
mentals of the US economy, as-
sured that trends are sound on
obs growth in inflation,” a

te House official said.

"They reviewed the volatile
trends in international mar-
kets, basically they're monitor-
ing it closely,” he added.

Treasury officials refused to
comment on Rubin's discus-
sions with Clinton.
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US may let yen slide
out of frustration

Stock prices worldwide tum-
bled on Tuesday, with the Dow
Jones industrial average losin
112 points to close at 8,462.8
after being down more than 250
points earlier in the session.

The dollar shot up to 147.63
yen at one point, highest since
August 1 and well above the
level at which the United States
joined in a coordinated inter-
vention with Japan on June 17,
buying yen to support its value.

But analysts saw little
prospect of renewed interven-
tion soon because repeated

Japanese pledges to act on its
i11';::l:‘:ilu':l:t:m ave not been ful-
ed.

"The difference between now
and two months ago is that it
has become fairly clear the

roblem is not that of a particu-
ar Japanese Prime Minister
but a system that is entirely
paralysed,” Behravesh said.

He foresaw the yen sliding in
value "easily beyond 150, prob-
ably to 160 and possibly 165 in
coming months.

Japan's government, led
Prime Minister Keizo Obuchi
who replaced Ryutaro
Hashimoto last month, con-
ceded on Tuesday its economic

icture was grim but so far it

as failed to persuade financial
markets it is coming to grips
with its problems.

Economist Sung Won Sohn
of Norwest Corp. in Minneapo-
lis similarly said he expected
the yen's value to slide and said
he doubted a coordinated inter-
vention was in the works.

"Too many times now we've
gotten the 'Tokyo tease' and
they've let us down on action
too often,” Sohn said. "I don't
think the United States could
Jjustify an intervention on the

basis of Japanese promises to
do somet as in the past.”

He said a slide in the yen's
value raised the risk of China
devaluing its currency to try to
Fmter:t its exporting industries

rom losing sales in world
markets.

If that occurred, financial
markets in the United States
and around the world could be
quickly unsettled. "Suppose we
got a major bear market, that
could have serious implications
for the US economy and at that
point a recession here is not out

_of the question.” Sohn added.

Move to popularies
cultivation of
BINA-Shail

MYMENSINGH, Aug 12:
Bangladesh Institute of Nuclear
ﬁ'll:ultur: (BINA) has under-
taken a massive programme to
motivate the people to cultivate
high-yielding variety paddy
'‘BINA-Shail', says UN]%,.

With this end in view, BINA
with the help of AED, BAU ex-
tension centre and BINA sub-
centres, has set up 135 demon-
stration plots and five big
blocks throughout the cm::et‘liy
It also supplied S,
fertilisers and pesticides to
those plots, said a press release.

Director General of BINA
said, the variety could easily be
cultivated on the flood affected
areas after the recession of
flood waters which could meet
the growing demand of aman

'Russia must collect
$2.1bin taxes
this month’

MOSCOW, Aug 12: Russia
must collect at least 13.5 billion
roubles (2.1 billion dollars) in
taxes this month and its total
budget revenues for August must
top 23.5 billion roubles, top
government officials said yes-
terday. reports AFP.

"The future of the country
depends on fiscal receipts,”
Prime Minister Sergei
Kiriyenko was quoted by Inter-
fax as saying. "If we can prove

that the country is capable of
collecting taxes, we can start
restructuring public debt.”

Deputy Prime Minister Vik-
tor Khristenko told ]lnurnalistu
that total revenues for August,
including receipts from "non-
budget funds” such as customs
collection, leasing of federal
pro and road taxes, should
stand at 23.5 billion roubles
(3.7 billion dollars).

"Without proper financing,
Russia will turn into an organ-

ism that slowly loses blood,”
Khristenko said.
Poor tax collection has

driven the Russian government
to the verge of bankruptcy and
touched off a financial crisis
which has wiped 70 per cent
from stock values this year and
left the rouble teetering on the
brink of devaluation.
Khristenko noted that the
overnment has also drafted a
ean 1999 budget that will need
approval from the opposition-
dominated state duma lower
house of parliament this fall.
Russia's has set a 1999 bud-

revenue et of 376 billion
roubles (59.7 billion dollars)
and an ture limit of 456

'billion roubles (72.5 billion
'dollars), Khristenko said.
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Amir Khosru Mahmud
Chowdhury, the CSE president,
welcomed the DSE's oing on-
line saying the capital market
was now better placed to move
ahead but much would depend
on establishing the cen de-
pository system.

“Early setting up of a CDS is
an urgent necessity now to en-
sure benefits of automation.
Without electronic fund trans-
fer. the automated system will
remain under-utilised and will
not fully help regain investors’
confidence,” Chowdhury said in
gn interview with The Daily

tar.

tors,” he said.
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A CDS will also ensure ‘ 7\
proper monitoring by regula- : 1‘_[& 427 PM
‘Monitoring, surveillance will be better’ | BESEEIEAES

M A Syed, the Securities and
Exchange Commission (SEC)
chairman, said he expected "a
wholesome impact® on the
market, congratulating both
the bourses for adopting auto-
mated trading systems.

“The automated trading will
help restore confidence of in-
vestors. It will also facilitate
better surveillance and moni-

" he said, in an interview
with The Daily Star yesterday.

"It will also shorten trading
time as every trade would be
conducted within a fraction of a

By M Shamsur Rahman

second. Now we are looking
forward to establishment of a

central depository.
"The

be in place.
“In man
changes played a

CDS in our country,”
chairman said.

‘Come and 1nvest’

By M Shamsur Rahman

restore lost confidence of the

Leading the Dhaka Stock
Exch e into the automated
world, Chairman Md Rakibur
Rahman issued an inyitation to
all to "come and invest™ in the
capital market. "

Rahman branded automa-
tion as the most important
event in the 42-year history of
the DSE. calling it a change for
improvement.

“We have taken all the mea-
sures to make the brokers and
dealers accountable to in-
vestors. Automation has abol-
for front run-
ning.” he said. "Now come and
invest,” Rakibur Rahman in a
message to investors said.

In an exclusive to interview
to The Daili{ Star ahead of to-
day's formal launching, he said
investors often misunderstood
brokers. “They look at them
with suspicion when prices
start guinaguhlgh or down.

“Specially after the 1996 de-
bacle, allegations against bro-
kers ran high and now automa-
tion has created a chance for
every broker to clear these
charges by providing better
services,” the chairman said.

“"With the beginning of au-
tomation trading has become
transparent. This should help

investors, and we hope the trad-
ing will surge in the coming

days.
“In 1996, it was an uncon-

trolled market. there used to be

around 20.000 investors on the

streets of Motijheel trading

shares. And no one had control
over them due to lack of infras-
tructure.

"We now have some of the in-
frastructure in place. The rest

Exchange Rates

Amoril:anElprm Bank Ltd foreign exchange rates (indicative) against

| level.

_the Taka to clients.
Currency Selling TT & | Buying Selling ' |
QD 1T Clean | BC 0 gﬁﬂ%ﬂ
_USD 473050 | 469100 | 473450 | 467570 | 466850 |
GBP 77.5092 763460 | 775748 | 760970 | 759798 |
DEM 26.6913 | 263052 | 267139 | 262194 | 26.1790
 JPY 0.3248 03197 | 03251 | 03186 | 0.3181
FRE 8.0185 7.7917 8.0253 | 7.7663 7.7543
SAR 12.6460 124727 | 126567 | 124321 | 124129
MYR 11.3441 11.1957 11.3537 11.1592 | 11.1420
AED 129146 127359 | 129256 | 126954 | 126758
KWD 159.1154 147.7946 | 1502499 | 147.3125 | 147.0857
| QAR 13.0317 128485 | 130427 | 128066 | 12.7869
USD usance export bill rates:
| TTDoc [ 30Days |60Days | 90Days | 120Days | 180 Days |
| 468112 | 465191 | 461282 | 457373 | 453463 | 445645 |
1.115 dollar London Interbank Offered Rate (LIBOR) as of August 12,
Buying | Seling | Cumency | 1Momth | 3Months | 6Months | 9 e
Months | Months
| Cash | 4466850 | 47.3050 | USD gL S71875 | 671675 | S5
TC | 466850 | 47.3050 | GBP 16875 1875 1685 | TE005 | 768N
____Exchange rates of some Asian currencies against USdollars
Indian Pak Rupee Thai Malaysian | Indonesia | Korean
_Rupee Baht Ringgit n Rupieh | Won
43.050/43.150 | 53.300/53.500 418004187 | 41904210 | 12950/13150 | 1329/1334 |
Amex notes on W s market

The volume of USD sales a

USD, most of the tradi
USD trading was limited

G&mmr]ﬂﬂ

T on f
dealers actively built

As rumours of
Hﬂmhhrﬂunfhmy.
and

and profit taking is

below 1. In lete New York

e

Call money rates fell from 8.55 to
h%mtﬂ‘nd&rrﬁmhrm loans. Most of the trading was done in
the 7 level.

_ US and Japanese intervention in US
slip more than one yen from previous overseas levels in late Tokyo trade in |

positions, USD slipped further, continuing
mwmﬁ trend when USD lost 2 yen after comments from Japanese
made the dealers :

nst BDT has gone up because of an
increase in forward sales of USD. However, as the market is flooded with
iu‘ﬁdmug“mn the central bank rate (46.95/47.25).

8% as the liquidity of the market

saw USD

possible intervention spread, after Japan's finance
ministry official USD slid to as low as 145.40 Yen, but quickly rebounded to

market is also concemed about the devaluation of Chinese currency,
there is speculation of USD rebounding

towards 148 yen, after

, dealers say that the

rofit

of USD ﬁﬂimtﬂn is short term and USD should remain in the 145 yen

en was firm around 82..09/12 in Europe.

DEMWNHMM_‘_MFM}NW
. USD/DEM

against USD

was at 1.7810/20.

will be completed with the in-
troduction of a central deposi-
tory.

“With these infrastructures

in place the events of 1996 will

never be re-enacted,” he.saic,
Asked about CSE's: com-

plaints against settlement sys-
tem, the DSE chairman said he
was not aware of it. "If I was
aware of it | could tell. But if
they have any problems with
settlements from three places

then of course we can sit and
discuss.”

He said the DSE would have
no objection to any kind of set-
tlement as long as it prohibits
short selling and carry forward.

On criticism about the early
of automated trading
ready, the DSE
the schedule for
the training of brokers and
their representative was fixed
by Tandem and Indigo, the
hardware and software suppli-

launchin
without bein
chairmnan sai

ers respectively.
“It was not upto us to decide
when to launch. All the sched-

ules were fixed by them. We just

followed,” he said.

He said that He became an

active member of DSE in 1983

“And since then | was waiting

for this day (automation).”

Moody’s downgrades
credit rating
for troubled
Japanese bank

TOKYO, Aug 12: In another
blow to a struggling bank.
Moody's Investors Service on
Wednesday downgraded its
credit ratin&s for the Lnng—
Term Credit Bank of Japan Ltd,
says AP.

LTCB was rted in June to
be on the verge of collapse after
Moody's downgraded its debt
and its shares on the Tokyo
Stock Exchange became almost
worthless overnight.

Debt-plagued LTCB later an-
nounced it was in talks to merge
with Sumitomo Trust and
Banking Co — a move that was
widely assumed to have been
coordinated as a virtual bailout
for LTCB.

LTCB officials also have
said, however, that their bank
is in no danger of failing.

In Wednesday's downgrade,
Moody's lowered LTCB's long-
term deposit rating to just
above s lative, or junk bond
status. Its senior gght rating fell
to speculative a

Mcanwhile.gr?‘mﬂ's short-
term deposit rating was con-
firmed at Prime-3, the lowest
level of investment grade,
Moody's said.

The latest ratin

May 27, 1998, Moody's said.

TCB's rating outlook re-
mains negative because of un-

certainty rtﬁardlng the confir-
‘'mation of the pending wr
mt'l:'li Sumitomo Trust, M 'S
ot

"The downgrade reflects
Moody's view that the bank's
core wholesale banking busi-
ness has been under nlﬁ:cl“ﬂ:ianngt
- pressure because of its
debenture refinancing capabil-

{ities in the last few months,”
Moody's said. _

potential of automa-
tion will not be realised till es-
tablishment of CDS. So, we are
trying to expedite CDS. Perhaps
in a year and half CDS should

countries the ex-
rominent
role in setting up CDS. We hope
the DSE and the CSE will take a
leading role in establishiﬂg
the

actions |
conclude a review that began on

less rice

MANILA: Filipions are eat-
ing less rice because of a combi-
nation of poverty and the influ-
ence of fast foods, the agricul-
ture secretary said Wednesday.

In a report to the president
on rice and corn supplies, Agri-
culture Secretary William Dar
said the average Filipino ate
97.2 kilograms (214 pounds) of
rice last year, down from 103
kilograms (227 pounds) the pre-
vious crop year.

He said one reason for the
drop is a decline in the purchas-
ing power of people, particu-
larly in rural areas. Many Fil-
ipinos in urban areas also have

« shifted to eating more bread

and pesta because of the influ-
ence of fast food chains, he said.
Dar said the total rice supply
this crop year is estimated at
9.55 million tons, including
stocks of 1.8 million tons, pro-
duction of 6.49 million tons
and imports of 1.2 million tons.
As of June, the country has a
92-day supply of rice, he said.
On Tuesday, Dar said the De-
partment of culture has re-
quested a 25 billion peso (S580
million) annual budget for the
next five years 1o boost the
counfry's rice production.
Much of the extra money
will go to irrigating more rice
land and ensuring national rice
selgsufﬁciency by 2003, Dar
said.

Tourist spending

in HK falls

HONG KONG: Tourist spend-
ing dropped by more than a
third in Hong Kong during the
first six months of the year in
another gloomy reminder of re-
gion's woes.

The fall in spending reflected
not only a 21-per cent decrease
in the number of travellers,
Those who still are coming to
Hong Kong are not staying as
long or spending as much, the
Hong Kong Tourist Association
said.

They face lower hotel and re-
tail prices, which also are re-
flected in lower overall spend-
ing by visitors.

Tourism officials said re-
ceipts fell 35.6 per cent com-
pared to the first half of 1997 to
25.6 billion Hong Kong dollars

| ($3.3 billion).

Biggest drops were recorded
in spending by visitors from
North Asia, which fell 61.3 per
cent, and Southeast Asia, which
was down 51.2 per cent. Those
drops reflect the economic
troubles of their Asian neigh-
bours. However, there were
hefty losses in spénding from
all parts of the world.

Neste oil group's
profit down

HELSINKI: Citing lower
crude oil prices, the Neste oil
and gas grnuﬁ said Tuesday that
its six-month pretax profit fell
to 255 million markkaa ($47
million) from 460 million
markkaa in 1997.

Net sales during January to
June also dropped, to 19.8 bil-
lion markkaa (3.6 billion),
from 22.3 billion markkaa dur-
ing the same period last year.

The company said it cts
the pretax profit for 1998 to
reach last year's figures, despite
the low prices of crude oil.

In 1997, Neste's pretax profit
increased by 73 per cent to 983
million markkaa (182 million).

Earlier this year, Neste
joined a merger with Finnish
power company IVO, and is now
a subsidiary of Helsinki based
Fortum.

The merger came as an at-
tempt to strengthen the com-
panies’ position in European

markets.

Dresdner to take
over Paine Webber

FRANKFURT: Dresdner
Bank, Germany's second
largest, has been in intensive
talks with the US brokerage
firm Paine Webber Group over a

ssible takeover, the national

usiness daily Handelsblatt re-
ported Tuesday.

A Dresdner Bank

spokesman declined comment
on the report. -

AP reports



