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'Int] price fall, global economic recession

The Raily Star
DUSINESS

DHAKA, SATURDAY, JANUARY 9, 1999

Raw jute exports down 50 pc

Raw jute export from the
coun ell by more than 50 per
cent during the current fiscal
compared to the figure of the
previous fiscal year.

- Only 6.13 lakh bales of raw
jate was exported from the
country during July-December
period against 12.76 lakh bales
during the corresponding pe-
rlod of the previous year, ac-
cording to sources at Bang-
ladesh Jute Association [BJA). a
platform of the raw jute traders
and exporters.

. Export earnings from the
Jiite. sécfor  also declined by
" more than 50 per cent, coming
down to Tk 112.69 crore this
fiscal from Tk 236.65 crore of
the last fiscal year.

According to jute exporters,
ptice fall in the international
market, less import by major
jute-buying countries and an
economic recession throughout
the world were the main rea-
sons for decline in export
earnings.

They said that China and
Pakistan were the two major
importers of raw jute from
Bangladesh. But this fiscal,

they bought an insignificant
amount of raw jute.
China imported only 45

~ 'thousand bales of raw jute dur-

ing July to December against
5.43 lakh bales of the corre-

.sponding period of last year.

Pakistan, the other main pur-
chaser, imported 1.91 lakh
bales this Ff:ar against 3.13
lakh bales ol the previous year.

On the other hand, raw jute
import by India was recorded at
1.70 lakh bales during the same
period this {rea.r against an im-
port of 1.80 lakh bales last year.

Jute orters, however,
hope that India would buy
around 5 to 6 lakh bales this
year because of around 30 to 35
per cent production shortfall
there.

Due to a dull rt market,
thie traders are in a bad situa-
tion with their stocks. "They
are burden with around 7 to 8
lakh bales of jute,” said Rezaul
Karim, Vice President of BJA.

State Minister for Jute A K
Faezul Huq admitted the fall in
raw jute export and said that
the government was mulling
over sending a delegation to

By Rafiq Hasan

some Jute-importing countries

to persuade them into buying

more jute from B adesh.

e have already discussed
the matter with the Chinese
ambassador in Dhaka and hope
that they would very soon start
buying raw jute from Bangla-
desh in large-scale”, he said.

"A high-powered govern-
ment delegation is likely to
visit China and other import-
ing countries during the later

art of next month," he in-
ormed The Daily Star.

"If the Chinese buyers start
buying jute, it will delinitely
boost the market again.” the
minister hoped.

Rezaul said that the govern-
ment-owried mills could buy the
piled up jute on a deferred pay-
ment gasia to bail out the
traders from this fallen situa-
tion. He also demanded a 10 per
cent incentive for the jute ex-

orters, a facility, which has

n declared for jute goods ex-
porters. '

Bangladesh Jute Mills Asso-
ciation (BJMA) sources said
that jute goods egorl by private
mills had declined by about 20

per cent this year.

The reason of the export fall
was mainly due to drastic price
slump in the international
market. Jut price in the global
market fell by around 35 per
cent on an average.

"An economic recession,
now. prevailing all over the
world, is one of the major
causes for which earnings from
jute goods export declined dras-
tically," said an official of
Bangladesh Jute Mills Associa-
tion (BJMA),

According to him, the price
of jute sackings went down to
836 per 100 bags from USS 48
earlier while price of hessian
declined to USS 16 from 22 dol-
lars earlier.

On the other hand, the price
of jute yarn has come down to
8500 from $ 750 per ton. The
average rate of jute carpet back-
ing cloth declined to 42 cent
from 52 cent per 100 yard.

There are a total of 40 pri-
vately-owned jute mills. Of
them, 35 are running and rest
have already been closed down.

Meanwhile, jute goods ex-
port by the government mills

increased in terms of both vol-
ume and value,

During July-November of

the current fiscal, the export
figure went up to Tk 232 crore,
up against the previous year's

168.86 crore. This was

earmed by exporting 93,306 MT

of jute goods.

Last year's jute export vol-
ume was, however, 57,506 MT.

According to a BJMA offi-
cial,
Bangladesh Jute Mills Corpo-
ration (BJMC) did not fall as it
supplied goods on credit to some
African countries.

We sell our products accord-
ing to international market

rates. But the state-owned mills

suppﬁ; Pmducts on credits un-
der deterent government-to-
overnment agreements.
"That's why their figure is al-
ways higg\t}r than that of us."
The MA official appreci-
ated the government's declara-
tion of the 10 per cent incentive

on jute goods exports. "It would

reduce the existing gap between
the exporting price and manu-
facturing cost of the jute goods,"
he said.

the export figure of |
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A Tokyo Stock Exchange trader points a stock price monitor screen to confer with his
colleagues Friday morning, as Japanese stock prices fell on concern about the outlook for
profit growth amid continued volatility in global currency markets. The benchmark 225-
issue Nikkei Stock Average slid 185.24 points, or 1.37 per cent, tn 13,351.32 points at the

end of morning trading.

— UNB/AP photo

Birds make
Beijing sky
risky

BEIJING, Jan 8: Flocks of
birds are threatening aircraft
safety at Beijing's International
Airport, interfering with flight
paths and even forcing the air-
port to suspend operations on
one occasion, says AP.

A large flock of swallows
crowded runways at the airport
one day last September, forcing
a suspension of all flights in
and out for more than two
hours and "causing massive fi-
nancial losses,” the Xinhua
News Agency said.

The problem comes despite
more than three million yuan
(USS 360,000) spent on equip-
ment to scare the birds off, Xin-
hua said in a report late Thurs-
day quoting the Science Tim
newspapers - , et 01 717

"A number of modern de-:
vices! usiiigisolar enetrgyoamd!
computers were beught from the
United States last April but are
not as effective as expected as
the birds quickly get used to
them and ignore them," Xinhua
quoted Du Qingren, an airport
official, as saying.

'EU jobless rate
‘steady at 9.8 pc

BRUSSELS, Jan 8: Unem-
ployment in the 15 countries of
the European Union was steady
at 9.8 per cent in November, un-
changed from the figure for Oc-
tober, the EU's statistics office
Eurostat reported yesterday,
says AFP.

In the 11 countries of the

euro zone, the rate of unem-
ployment was steady at 10.8 per
cent.
. Twelve months ago therate
in the 15 countries was 10.5 per
cent and in the 11 countries
11.6 per cent.

A smoker demonstrates the new "Digital Smoking"

an exclusive cigarette "Oasis," the black digital lighter detects the change in
cartridge is activated instantly to electrically
and aroma as the heated air passes
Osaka, western Japan experimentally from Monday. The

cigarettes at 300 yen ($2.7).

S Eﬁfﬂ"g:;

_________
.....

system which produces less smoke, odor and ash at the headquarters of
Philip Morris K K, a subsidiary of American tobacco manufacturer Philip Morris International Ine, Friday. Upon inserting

internal air pressure and a built-in heater
heat up the tobacco. Without lighting it the smoker can taste the flavour
through the tobacco. The "Non-smoker friendly" system will be sold at 11 stores in
digital lighter is sold at 5,000 yen ($45) and a pack of 20 Oasis

— UNB/AP photo

Fourth UK rate cut in a row

LONDON., Jan 8: The Bank of
England yesterday surprised
markets with its fourth interest
rate cut in a row, citing the
slowdown of the British econ-
omy and subdued international
inflationary pressures, reports
AFP,

The bank cut its base rate by
0.25 basis points to 6.0 per cent,

which is still double the rate of

3.0 per cent inside the euro-zone
snubbed by Britain,

Shares rallied immediately
after the surprise announce-
ment, but the pound remained
stable.

The bank said in a state-
ment: "Since the (monetary pol-
icy] committee's December
meeting, domestic data and
survey evidence have, on bal-
ance, shown a continuing slow-
down in the UK economy.”

It added that the labour
market “seems to have reached
a turning point," with tireless
calls for higher wages from
British workers easing as eco-
nomic slowdown here looms.

And the bank said that "the
risks from the international
environment remain clearly on
the downside,” piummeting
commodity prices hate raise
the spectre of deflation in the
?lnbal economy., which ‘itself
aces reduced growth in the
wake of the Asian and Russian
financial meltdown.

Business welcomed the re-
duction but said that further
cuts would be needed to head off
recession here.

The chief economic advisor
}:ndthe C?nfederatii:n of British
ndustry (CBIl) employers' up,
Kate Ergrkr:r. sajlt::llz }:'A I'Er?hg'
quarter point cut is welcome in
itself. but is unlikely to dispel
industry's new year blues. Fur-
ther interest rate cuts will be
needed to ward of the danger of
outright recession."

Like other industry bodies.
the CBI called for British rates
to fall to five per cent later this
year.

The Deputy Director General
of the British Chambers of
Commerce, lan Peters, said:
"With the danger of recession in
1999 now a major concern,
British business will applaud
this decision.”

He added: "Our ultimate ob-
jective must be to bring UK in-
terest rates into line with our
European competitors in the
New euro-zone as soon as possi-
ble, both to maintain the com-
petitiveness of British business
and to enhance the prospect of
the UK joining the single cur-
rency at the earliest opportu-
nity." .

McDonald BD starts
“hybrid paddy seed
production

Star Business Report

McDonald Bangladesh Pri-
vate Limited has started pro-
duction of hybrid paddy seeds
this month on a trial basis.

"The seed production project
was undertaken on 10 acres of
land at Birganj in Dinajpur dis-
trict” said Sarwar Kamal, man-
aging director of the company.

While talking to The Daily
Star following a projection
meeting of the company at a
city hotel yesterday, Kamal said
that around 8 metric tones of
hybrid seeds would be produced
in the first phase.

McDonald Bangladesh is one
of the four local companies
which got permission from the

government to produce and

market hybrid paddy seeds.
The mm};any as started
production of the Lokhnath 503

“variely which was developed by

India.

McDonald Bangladesh had
taken the initiative to produce
hybrid seeds locally much ear-
lier than the government
planned time schedule.

While giving the permission
for marketing imported hybrid
seeds in September last year,
the government had put a con-
dition that the permitted com-
panies would have to produce
seeds within three vears.

The projection meeting was
addressed by Dr SD Chatterjee,
General Manager, West Bengal
State Seed Corporation.

He elaborated on the various
advantages of hybrid paddy de-
veloped by his company.

McDonald Bangladesh, the
local agent of the West Bengal
State Seed Corporation, has al-
ready marketed around 20
tonnes of hybrid paddy seeds in
Bangladesh.

Bangabandhu Bridge a boon to N dists

Entrepreneurs exploring
project possibilities

NATORE, Jan 8: With the
commissioning of the Eanﬁ?-
bandhu Jamuna Bridge and the
inauguration of the 55-km
Bonpara-Nakla-Hatikumrul
link road, north-western dis-
tricts started to see the blues
sky with tential entrepre-
neurs visiting the region, says

Investors both from home
and abroad are now visiting the
industrially backward north-
ern on to assess the prospect
of industrialisation.

"Not only new en-
trepreneurs, but also the owners
of laid-off local mills in Ra-
jshahi division are trying to re-
open their closed industrial
units,” said president of Natore
Chamber of Commerce and In-

dustries (NCCI) M Aminul.

' He said the investors from
other cities, including Dhaka
and Chittagong, were looking
for suitable sites to set up indus-
tries in the region ancP almost
all important business centres
in the region were already wit-
nessing a spurt in commercial
activities.

He said businessmen in the
region started to renovate their
markets, shops, and business
centres with a renewed zeal af-
ter the commissioning of the
Bangabandhu Bridge and inau-
guration of the road.

"Linking of the bridge with
the proposed Asian Highway
would further accelerate the
pace of development in the re-
gion, removing unemployment

problem in 5-7 years." the NCCI
president observed.

Referring to the huge
pelroleum reserve in Guru-
daspur and Shingra detected in
1980, Haque said exploration
for mineral resources from the
region, particularly from the
Gurudaspur and Shingra sites,
are needed in the greater inter-
est of the country.

He emphasised the need for
bringing all the 16 northern
districts under the gas supply
network as early as possible.

Meanwhile, farmers of the
region, who meet the country's
maximum requirement of food-
grains, vegetables and other
agri-products are now getting

" better returmn.

WB okays $ 1b in
loans to Brazil

WASHINGTON, Jan 8:; The
World Bank approved two loans
totalling § 1.01 billion Thurs-
day to help Brazil stabilise its
economy alter it was threatened
with collapse last year. The
government is expected to use
the funds to provide health care

-to the poor and reform its pen-

sion system, says AP.

The loans are partof a $41.5
billion package in emergency
loans to Brazil assembled in
November by the International
Monetary Fund and other
lenders so Latin America's
largest economy can try to
avoid the currency collapse and
high inflation that has devas-
tated Asia and Russia.

A World Bank statement
said the two loans, for S 757.5
million and S 252.5 million,
were to be disbursed immedi-
ately after approval by the
Brazilian Senatle, expected

SOOI
The statement said the
bank's support programme for

Brazil was designed to protect
the gains made by the poor
since President Fernando Hen-
rique Cardoso's government
lowered inflation ﬁ'um 50 per
cent in 1994 to two per cernt in
1998, The programme also aims
to improve government's abil-
ity Lo finance high priority so-
cial programmes such as pen-
sion reform,

To obtain the IMF loan
package, Cardoso had to inle:mse
an austerily programme calling
for more taxes and spending
cuts of S 84 billion over the next
three years.’

A World Bank spokesman
sald the two loans will have
five-year terms with an interest
rate of nine per cent, higher
than normal bank loans.

Only 40pc of
Vietnam SOEs
make profit

HANOIL, Jan 8 : Only 40 per-
cent of Vietnam's 5,429 State-
Owned Enterprises (SOEs) made
a profit over the past three
years, the Thanh Nien newspa-
per reported Friday, reports AP.

It said a survey by the Gen-
eral Department for Manage-
ment of State Funds and Prop-
erties showed that business ef-
ficiency of the enterprises de-
clined during the period, with
the falls ranging from 8 per cent
to 22 per cent.

In He Chi Minh ecity, the
country's economic engine, the
ratio of profit to capital in-
vested declined from 19 per cent
in 1995 to 15 per cent last year,

The department blamed the

state sector's low efficiency on |

low competitiveness, poor per-
formances and inappropriate
investment structures, the pa-
per said.

The government has stressed
that the state economic sector
must play the leading role in
the national economy.

Old grudge fuels Brazilian economic m

RIO DE JANEIRO, Brazil,
Jan 8: Resentment, rivalry and
a high-stakes game of political
brinkmanship. The roots of
Brazil's latest economic crisis
are unusual, but the threat to
the global economy is real, re-
ports AP.

President Fernando Hen-
rique Cardoso faces the tough-
est challenge get to his plan to
slash a 8 65 billion budget
deficit and shield Brazil from a
financial meltdown.

Opposing him is Itamar
Franco, Cardoso's predecessor
and one-time friend. Now gov-
ernor of Minas Gerais, Brazil's
third-wealthiest state, Franco
has broken with his former fi-
‘nance minister and emerged as
his chief gadfly.

On Wednesday, two days af-
ter taking office, Franco de-
clared a 90-day moratorium on
the state's debt payments to the
federal government, alleging an
"absolute lack of money."

The news of more instability
in Brazil sent stock markets
dowri Thursday from Tokyo to
London. The Sao Paulo Stock
Exchange, Latin America's

est, shed Wednesday's gains
and plunged 6.7 per cent before
recovering slightly at closing.

The price of Brazil's debt
bonds also fell, a sign that for-
eigners see a higher risk in in-
vesting here,

While it might seem unlikely
that one governor could desta-
bilize the world's eighth-largest
economy, investors have been

skittish ever since the market
crisis that hammered Asia and
Russia shifted here.

Since last July, nearly $ 40
billion left the country amid
fears that Brazil wouldn't be
able to cover its budget deficit
and might default on loans.

Cardoso, who was nvover-
whelmh1glfr re-elected to a sec-
ond term last October, pledged
to trimm 28 billion reals, or 8 23
billion, off the deficit in 1999.
If} return, international lenders
approved a S 41.5 billion aid
package — provided the gov-
ernment meets its targets.

Franco's moratorium now
makes that less certain.

“This will certainly damage
Brazil's situation, especially in
terms of image," said Antonio

Correa de Lacerda, head of the
Federal Economy Council. "A
moratorium will lead to a loss
of credibility and to greater dif-
ficulties in attracting foreign
capital.”

Franco says the terms nego-
tiated last year require Minas
Gerais to pay S 67 million a
month, or 11-13 per cent of

monthly revenue.

The state's total debt is about
$ 15 billion, to be repaid over 30
years at reduced interest rates.

Other governors already are
following suit. Gov. Olivio Du-
tra, of the far southern state of
Rio Grande do Sul. says his
state's debt is "unpayable.” Oth-
ers plan to seek better terms if
Franco gets them.

The lederal government says

that states benefited by renego-
tiating their debts. Minas
Gerais alone saved 380 million
reals, or.about $ 315 million,
this year.

If Franco breaks the agree-
ment, the government could re-
taliate by withholding federal
funds for the state.

"Agreements were made to be
kept," said Finance Minister
Pedro Malan.

Underlying the confronta-
tion is a ge that began in
1994, when then-President
Franco gave then-Finance Min-
ister Cardoso the task of ending
2,700 per cent annual inflation.

The result was the Real Plan,
which was so successful that it
propelled Cardoso to the presi-

dency that year. Franco, known

for his mercurial moods, never
forgave Cardoso for not sharing
the credit as "father of the real.’'

"Franco takes it personally,”
said Murillo AraEau, a political
scientist with Arko Advice con-
sultants in Brasilia, the capital.
"He feels he was treated un-
fairly, when actually he should
be grateful.”

Aragao thinks Franco is
talking tough to stake out polit-
ical turf and maybe get easier
payment terms, although rene-
gotiation is out of the question.

"It's a political game,” he
said. "Franco is making war
now to make peace down the
road. There's a limit to his
bravado. If he oversteps it, he
loses his credibility."
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48,70 and BDT 49.00.

Treasury Bills:

Wé_sekly Curreﬁcy Rbilndup

The previous week (January
activities in the interbank money market due to the New Year.
Demand for dollar started picking up from Tuesday and hiﬁh
demand for dollar prevailed till the last working day of the
week. There were a few deals in euro against dollar. The first
euro/USD deal was done between the Standard Chartered Bank
and Arab Bangladesh Bank (Source Reuters). Most of the euro
deals generated from trade settlements denominated in
national currency units (NCU). Deterioration of the dollar
due to decreased inward remittances and increased
import liabilities ignited the demand for the
demand among corporate clients also played its role to
e interbank market, dollar traded
BDT 48.6500 and BDT 48.6520. Banks sold a unit of dollar to
the importers at BDT 48,75 and purchased the same from the
exporters at BDT 48.3150. The average dail
(Source: Bangladesh Foreign
Exchange Dealers Association).

In the informal market demand for the greenback was high.
In the kerb market, one unit of cash dollar traded between BDT

On January 3, Bangladesh Bank accepted the following

-~

03-07) started with moderate

greenback

rop up
tween

furnover was

Amount (Million) Tenor A e Yield ntage
4755 _28 days 7.97

55 9l days | 8.7
200 364 days | 10.03

payments against-treasu
5090 million also mature
was li

government was ' prudently

among banks moderate,

fluctuated

On Monday, Bangladesh Bank accepted Tk 5010 million
bills and treasury bills worth BDT
on the same day. The money market
uid as the amount matured was higher (by Tk 80
million) than the amount paid. Unlike durin
previous years, money market was in a comfortable state as the
matching its expenditures. In
addition to these, restrictions kept the demand for funds

In the international markets, euro made its debut on a quiet
and firm footing but gradually slipped against dollar as the
market was apprehensive about tll:;
economic guwth. The yen reached a 27-month high and

tween 110 and 112 level against dollar. Dollar was
also hurt by impeachment trial against Bill Clinton dismal
Brazilian economic outlook. This bullish trend of
expected to continue due to expectations of Japanese capital
repatriation. The shrinking premium that the Japanese
investors were getting to keep their money abroad is expected to
make the country's domestic assets more appealing. On
Thursday, the Bank of England cut the interest rate to 6.0 lper
cent from 6.25 per cent at its regular Monetary Policy
Committee meeting, which had a de aIed effect on pound-
sterling, pulling it down from 1.65 to 1.6
The high and the lows of the major currencies during the

Ramadan of

e slowdown of European

yen is

USD level.

week are:
 Currencies . ‘High Low
Japanese yen 7] 109.77 113.25 |
_Euro . 1.1906 1.1550 |
_Pound-sterling 1.6718 1.6458

' The pound-sterling fluctuated by
dollar, euro by 3.08 per cent, and yen by 3.07 per cent.

1.57 per cent against

B




