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sCountdown begins to bond
- market crash in Japan

Swollen pﬁblic debt, interest rates ticking like time-bomb

AFP, tukvo

A new economic time bomb is
ticking in Japan, one that threat-
ens to cause more damage than
the devastation inflicted by a col-
lapse in the early nineties from
which the country is still recover-
INg.
The combination of swollen
public debt and interest rates arti-
licially kept near zero has created
perfect conditions for a bond mar-
kel crash which would have enor-
mous global* repercussions, ana-
lvsis say.

ILis the biggest bubble in the

‘world. more important than the

on¢  that exploded on the
NASDAQ." said Ken Courltis, vice
president ol Goldman Sachs Asia.

The dimensions of the problem
can be summed up in a single
figure.

“Japan’s national debt is now
nearly 18 percent of global GDP,”
the combined amount produced
by the world in one year, said
David Asher, a specialist on Japan
al the Institute of American Enter-
prise.

It 1s no secret how this enor-

mous bubble was cultivated. Suc-
cossive vears ol fiscal stimulus

packages launched throughout the

nineties by the ruling Liberal
Democratic Party destroyed public
linances.

Direct debt held by the gov-
ernment at the end of March 2001
represented 146 percent of GDP,
according to  calculations by
Goldman Sachs.

Sixtv-five percent of tax re-
ceipts retained by the central gov-
ernment are ecaten up servicing
this debt, while long term debt
exceeds revenue by a factor ol
more than 15,

As David Asher argues, "with
those ratios, il the Japanese gov-
ernment were a company, it would
have a subpar junk bond rating at
hest”.

However international rating
agencies, despite showing recent
signs ol concern, sull allocate Ja-
pan a high sovercignty rating.

Even worricd Moody's gives
Japan a double A. And at 1.28 per-
cent for 10 year Japanese Govern-
ment Bonds (JGBs), long-term
nominal rates are the lowest in the
world.

This paradox can be easily ox-
plained: 95 percent of Japan's
public debt is owned by Japancese
investors and Japanese savings
represent one third of the world's
savings,

As a result, successive govern-
ments in Japan have been able o
dodge routine  fiscal  discipline
enforced by open bond markets.

W have ot been abde oy
nite by ourselves the bamb thi
would have led o Ascal recon
struction,” said Masaaki Homma.
an cconomics prolessor at Osaka
university,

The economic crisis has aggra-
vated the situation by preventing
investors from having any other
viable alternative as o where to
put their money.

Little trust remains in specu-
luting on the stock exchange since
its collapse in 1990,

In real terms, because ol an
underestimation of deNation levels
in the oflicial index, interest rates
arc higher than they appear, al
around live or six percent, said
Courts.

For Japancese banks -- lacking

creditworthy  borrowers, Nushed
with cash and forced to shrink
baliinee sheets devastated by bad
loans -- so called "risk-free" 1GBs
appear like a ray ol sunshine
breaking through the grev cco-
nomic climate.

The level of JGBs held by Japa-
nese banks has swollen 58.8 per-
cent to 734 wrillion yen (611.67

hillion dollars) in the year to
March, according to the Bank ol
Japan.

But, said Ryutaro Kono, chicl
cconomist at BNP Paribas Securi-
ties, "the market could lose its
conlidence in the sustainability ol
Japan's public debt burden at any
tme.”

On the current growth path,
Japan's national debt would reach
290 percent of GDP by 2010, a
level nobody believes is sustain-
able.

“IF the market were to become
convinced that nothing will be
done (o correct the nation's swel-
ling public debt, prices on gov-
crnment bonds would instantly
collapse under the weight of risk
premiums,” said Kono.

ExxonMobil wins |

$15b Saudi gas deal |

REUTERS, Jeddah

ExxonMaobil has won the coveted
lead role in Saudi Arabia's $15
billion South Ghawar gas deal, the
prize gem in the kingdom'’s land-
mark gas development opening,
the official Saudi Press Agency
(SPA) reported Saturday.

The US energy giant edged out
stiff competition from rival su-
permajor  Royal “Dutch/Shell,
which was awarded the leadership
role in the $5 billion Shaybah gas
development project.

SPA quoted Saudi Arabia’s For-
eign Minister Prince Saud al-Faisal
as saying that a ministerial com-
mittee that supervised negotia-
tions with foreign oil firms rec-
ommended that the two compa-
nies be assigned the leading roles
in the two projects.

“The ministerial committee
based its recommendations on
what the two companies enjoy in
lerms ol experience, compeltence
and due to their technical and
financial resources which would
enable them (o carry out the roles
assigned to them in the best way
possible,” Prince Saud said.

He said the committee would
pass on its recommendations to
the kingdom's Supreme Petroleum
Council to consider them in
preparations to sign preparatory
agreements with the world majors,

Exxon had already landed the

lead
package on offer by Riyadh, the $5

position in the third gas

billion development of the Red Sea
coasl.

Both Exxon and Shell already
have significant foreign invest-
ments in the kingdom and feature
as lop customers of Saudi oil,
analysts said.

The kingdom on May 18 an-
nounced that eight major oil com-
panies would get stakes in the
three gas projects, worth a com-
bined $25 billion in initial invest-

rncnl._ 0
Chief executives from the
companies and Saudi officials

were due (o sign preparatory
agreements on Sunday in Jeddah.

Exxon, as leader of the South
Ghawar development - or core
venture 1 = is to get a 35 per cent
stake, while Shell and BP are 1o gel
25 per cent each and Phillips 15
per cent, industry sources said,

In Shavbah, or venture
three, Shell will be granwed a 40
per cent share, with Conoco and
Lotallinalll getting 30 per cent
cach, according (0  industry
sources,

“There is more than enough in
these projects for everyone to have
a prominent role,” .a Western in-
dustry source said.

I'he deals mark the reopening
ol Saudi Arabia’s upstream petro-
leum industry 25 vyears after na-
tionalisation,

core

Japan may allow
life insurers to
cut yields

AFP, rokvu

Japan may allow troubled lile n-
surers (o cut vields promised to
policvholders  before  they  go
bankrupt, a press report said Sat-
urdav.

An advisory body to Financial
Services Agencey has entered the
final stage of talks over the deci-
sion, the Yomiuri Shimbun re-
ported.

Under current law, a lile in-
surer is allowed (o change vields
and cut benefits only after it is
declared bankrupt.

Life insurers have been strug-
gling under rock-bottom interest
rates imposed by the central bank,
with: vields promised to pnlia;.'-
holders often outstripping - thdun
own investiments (o match the
guaranteed payouts. The discrep-
ancy is termed a negative spread.

For policyholders who may
sulfer losses as a result, the adwvi-
sorv body planned to order strict
information disclosurces

I'he negative spread of the na-
tion's 26 life insurers topped 1.6
trilion ven (13.4 billion dollars) in
liscal 1999.

Japan saw ils worst corporale
failures since World War 11 last
October when Kvoei Life Insur-
ance Co. and Chivoda Mutual Lile
Insurance Co. went under.
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Ola Ree, Managing Director of GrameenPhone, opens the third annual distributors conference at a city hotel on

Sunday. .

Russia both victim and player
of money-laundering

[nt'l confce on illegal fund transfer begins tomorrow

.‘\FP, Saint Petersbrirg

President Viadimir Putin opens an
international  conference  on
monvy-laundering Tuesday aim-
ing Lo crack down on a global in-
dustry in which Russia is both a
lcading plaver and principal casu-
alty.

Officials [rom more than 20
countries are atending the (wo-

day gathering in Saint Petersburg
organised jointly by the Russian
government and the UN Office for
Drug Control and Crime Preven-
tion, along with representatives ol
Interpol, the 28-member Financial
Action Task Force (FATF). the
World Bank and the International
Monetary FF'und.

As a prominent member of the
FATI's "black list™ of nations
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whose legislation in the sphere ol
money-laundering does not meet
international  standards,  Russia
stands in the dock both as a per-
petrator and a victim.

Illegal inancial activities, many
involving the flight of capital to be
laundered abroad, were officially
estimated at equivalent 1o 40 per-
cent of Russia’s gross national
product in 2000, or more than 100
billion dollars.

More than 25 billion dollars are
believed to have been sent abroad
last year, some  resulting o
criminal activities but much ol 1t
moltivated by tax evasion.

The Saint Petersburg conler-
ence commencing Tuesday will
attempt to make a more precise
dassessment ol the mmpact ol
money-laundering on economic
activity than hitherto available,
but few doubt that it is one ol the
most debilitating (actors hindering
the development of the Russian
economy.

Russia ratilied the 1990 inter-
national convention on money-
laundering  last  April,  having
signed it as late as 1999, and the
country’s first anti-money faun-
dering bill was signed into law by
Putin only last Tuesday.

Experts say stringent legisla-
tion on money laundering is nec-
essary il the international conven-
tion is to have any effect on Rus-
sian territory.

Apart from the loss of potential
mvestment, capital  flight  and
criminal activities have seriously
damaged Russia’s reputation as a
serious business prospect for en-
Lepreneurs,

A series ol linancial scandals in
the late 1990s involving the alleged
money-laundering by Russians ol
bhillions of dollars through the
Bank of New York implicated sev.
cral leading higures, and this vear
prominent former Krembn aide,

Pavel Borodim, was charged awith

the sitme olferes iy Swviss [Ose
ELEEET S

Olheials i Naoscow are haping
that the steps taken in the past few
weeks will be sullicient o per-
sttade the FATE 1o sirike Russia ofl
the “black Tist™ at thew mecting in
aris on June 20-272

But mdependent amaly sts were
Jubinons

And Yury Korgonyuk of the In-
deme Loundation said the hight
against money lundering could
not be said 1o have begun “until
normal, corruption-free relations
are established berween the state
and the ecconomic sector.”

However Russia is only one ol
many actors in an illicit industry
estimated by the IMEF as amount-
i o at least 600 billion dollars a
voear, or two percent of world gross
domestic product, and possibly
hwice that amount.

ROK police vow
tough action against
labour protests

AEP, Seanl

South Korean police on Sunday
pledged tough action against labor
unions alter a violent weekend
demonstration lelt dozens ol peo-
ple injured.

I'he National Police Agency
said it would arrest leaders ol the
Korean Conlederation ol Trade

Unions (KCI'U), a militant um-
brella labor group. which has or
ganized violent labor ralhies.

About 7,000 workers scuflled
with riot police on Saturday,

hurling thousands ol eggs into the
agency's headquarters in Seoul 1o

protest the proposed sale ol insol-
vent Dacwoo Motor Co. 1o
gianl General Motors Corp.
I'he weckend fight, led by dis-
missed Daewoo Molol

sides.

In a separate protest, hundreds

of labor activists smeared a GM
Korea office in Scoul with hun-

dreds ol eggs. Thev also burned

GM and US lags.

KCTU leaders urged the gov-
Daewoo

ernment to nauonalize

Motor or face bigger protests. The

confederation has threatened to
stage a general strike against lay-
olls on June 12

L.abor unionists have opposed
the acquisition of Dacwoo Motor
by GGM, which made a lormal pro-
posal last week to buy the troubled
South Korean carmaker

Thev fear GM's takcover may
lead to another wave ol mass lay-

LS

workers,
injured some 60 people on both

olls and the closure ol its biggest
plant in Inchon, which emplovys
hall the hirm's 15,700 South
Norcan workers.

Details ol GM's offer have noi
been disclosed, but creditors be-
lieve GM appear to be interested
Hllh' i Dacwoo Motlor's Nneweln
[actorivs.

Daewoo Motor has an annual
production capacity ol 1.06 mil-
lion vehicles at home and another
875,000 overscas.

The company slid into finan-
cial crisis alter its parent Daewoo
Group collapsed in August 1999
under 80 bilhhon dollars of debt.

I'he automaker was declared
bankrupt in November last vea
But ils operations have improved
this vear.

Daewoo Motor's sales in May
fell 28 percenl vear-on-year 1o
51,322 vehicles. But this was the
highest volume of sales this year,
reflecting effors (o restructure the
company through layofls and cosl
cuts.

The company has lad oll one
third ol its domestic workers, trg-
gering violent protests from un-
10NS

Daewoo factories
and  branch in 15
countries including India, Poland,
LIKrain | has al

Motor has
n;lt'l.lllunh

v Ronvimta, 1

reachy ~old ad entre m Brit-
ain. e has an annual prodaction
capacity ol 1.05 million vehicles at
and another 875.000 in

overseas plants
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PHOTO: AFP

An elderly customer tries to control a robot pet AIBO with a Joystick con-
sole and wireless LAN system during the Sony's sales promotion of the
new software and new color AIBO at a Tokyo department store yesterday.
The new software to control AIBO with wireless LAN system “AIBO Navi-
gator” Is now on sale in Japan for 15,000 yen (125 USD). :
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American Express Bank Ltd foreign exchange rates (indicative)
against the Taka to major clients, !
Currency Selling TT | Selling |Buying TT [Buying OD [Buying OD

& OD BC Clean Sight Transler
Export Bill
US Dollar 97.6300 57.6800| 56.4500 26.2970 56.2250
Pound Stg B2.4858 B2.5574] 79.6453 79.4294 79.3279
Deutsche Mark | 25.4172 254392| 24.0193 239542 23,9236
Swiss Franc 32.2930 32.3210] 31.2638 31.179] 31.1392
Japanese Yen 0.4877 0.4882 | 0.4696 0.4683 0.4677
Dutch Guilder | 225582 22.5777) 21.3175 21.2598 21.2326
Danish Krona 6.5917 6.5974 | 6.3805 6.3632 6.3550
Australian $ 29.9388 29.9648| 28.1686 28.0922 28.0563
Belgian Franc 1.2123 1.2334 | 1.1645 1.1614 1.1599
Canadian $ 37.9469 37.9799| 36.4335 36.3347 36,2882
French Franc 7.5785 7.5851 | 7.1617 7.1423 7.1332
Hong Kong § 7.4036 74100 | 7.2232 71.2036 7.1944
ltalian Lira 0.0257 | 0.0257 | 0.0243 0.0242 0.0242
Singapore $ 32,1417 32.1695| 30.7797 306963 306570
Euro 49.7116 49.7548| 469777 46.8504 46.7904
Saudi Rial 15.4079 15.4212] 15.0113 14.9706 149515
Bill buying rates
1T Doc 30 Days 60 Days | 90 Days 120 Days | 180 Days
56:3512 55.9796 55.5092 95,0388 54 5683 536275
US dollar London Interbank Offered Rate (LI BOR)
TC Buying TC Currency | 1 Month | 3Months | 6 Morths | 9 Months [12 Months
(USD) Seliing
(USD)
56.2250 | 57.6300| USD |4.03625] 3.94250 | 393000 | 4.04000 | 4.16750 |
Cash |Cash Sellin GBP |5.24250| 5.24250 | 5.2500 530250 | 5.34344
Buying (USD)
(USD)
56,2250 | 57.6300 EURO | 4.56375 | ¥.50875 | 4.41563 | 4.40875 4.399331
Exchange rates of some Asian currencies against US dollars
Indian ’ak Rupee |[Thai Baht | Malaysian [Indonesian |Korean Won
Rupee Ringgit Rupiah
4695/ 63.80/ 4536/ 3.8000/ 11400/ 1282.0/
47.05 63.95 45.38 3.800) 11500 12860 |

Amex notes on Sunday’'s market

day.

(v

iraiils,

as the international market was closed for the weekend. The average
call rate remained at the 12-13 per cent range today.

News that the US jobless rate fell for the first time in eight
months dropping to 4.4 per cent in May from 4.5 per cent in April,
surprised economists and was positive for the dollar. The euro
stopped bleeding value against the dollar and yen on Friday after a
better than expected US employment report for May sent the
currency to its lowest level of the year for the second consecutive

~The Swiss franc ended slightly higher against dollar in Europe on
Ijru_.lay, but not before the US unit hit its highest level versus the
Swiss currency in roughly six months, trading briefly over 1.80

In New York on Friday, the majors closed against US$ at
119.16/119.22 JPY, 1.7946/1.7956 CHF, Euro at $0.8472/0.8476 and
GBP at $1.4209/1.4213.

This commentary is for informational purposes only. AEB
cannol guarantec its accuracy and completeness. |

The inter-bank USD/BDT market was moderately active today
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Chittagong Port

Berth position and performance ol vessels as on 3.6.2001
Berth Name of vessels Carrgo . pon Local Dareol Lea
NO call  agent arrival  ving
)il Eltanin Gl og Yang SMSI 9/5 576
)12 lubilee Gl(log)  Yang O1TBI 2715 5/6
)13 lasmine MW (p) Viza SMSI 14/5 56
114 Cosmic Master (72)GHISTC)  Mong Eyverett /6 3/6
115 Silver Fish CClink  BAbb BSI 21/5 9/6
16 \nna S L. Scrap [ilb  Uniship 25/5 10/6
1 Bright Hope Gl Sing Prog 2/6 -
I/H Ban Ann C Clink Sing RMI 14/5 7I6
179 Sittwie Rice(P) Yang MTA 30/4 5/6
1710 Huai Yang Sugar(1CB)  Bang CCNI 23/5 6/6
1711 Arabella Cont P Kel )CSI 29/5 3/6
1112 Jaya Mars Cont P. Kel RSI 26/5 3/6
1713 QC Teal Cont P kel QCSI 31/5 41/6
oA Kota Naga Cont Sing  Pil (Bd) 26/5 3/6
CCl/2 Jaami Cont Sing Cross 29/5 616
(C1/3 Da Fa Cont Hald Everebest 26/5 316
RN/ 14 | riumph Kaoshsiung G1/Gl Viza RML 2515 B/6
RNI/15 sung Ri San-9 Cement luba AnclR/A (28/4) B/6
TSP Mirna RSulp BAbb Secacom 12/5 10/6
RNI/4 Gemini-1 Wheat(P) Tuti Litmond 29/5 10/6
RM /5 Lagle Aries HISD/IP-1) Sing  MSITPI 31/5 516
RM/6 Eminence HSD Juba ECSI. 2115 316
DDJ/2 Dea Champion - KDia Arafeen R/A -
RM/9 Banglar Urmi Repair Bsc R/IA 10/6
CUFL] Mary Nour Cement  Bang BSI. 26/5 10/6
Vessels due at outer anchorage
Name of vessels Dateof L port Local Cargo lLoading
arrival call agent port
Banga Lanka (Cont) 4/6 CBO Baridhi Cont Col
Prima 4/6 Oil Gl (St Coil) -
Banglar Moni 3/6 Mong BSC Cont Sing
Duman Gang 4/6 Krab NWSI C Clink -
Burrup Tide 3/6 Sing  Arafeen PLEquip
l'ug Tropical Star 3/6 Sing OTBL
Ocean Conquest 316 Sing OTBI .
Bridge 3/6 Mad UMTI . 3
Andhika Adikarya 3/6 - ASA GI (STCO) -
Banga Birol 4/6 PKel BDShip Cont Sing
Mira Star 4/6 FUJA ARI Scraping -
Laemthong Glory 4/6 Sant CCNI Sugar -
QC Lark (Cont 3/5 PKel QCSI Cont Sing
hota Singa (Cont) 5/6 Sing  PIL(Bd) Cont  Sing
Banga Bijoy (Cont) 5/6 Bdship Cont Sing
Banglar Bonik 6/6 Baridhi Cont Col
loy World 5/6 Jaka SSLI GHST.C) .
Keng Tung (72)23/5 5/6 Lverett GLIST Q) -
Topaz 6/6 RainbowGlHWIT Cement) .
QC Pintail 6/6 QUSI Cont  Sing
Asian Century 10/6 Sing II: Vehi .
Boxer Capt Cook B/6 - TTI1 Cont  Sing
Xpress Nuptse (Cont) 8/6 CBO Lverbest Conmt  Col
Xpress Renown (Cont) 9/6 QCSI Cont  Sing
Apress Makalu (Cont) 10/6 Sing BSC Cont  Sing
Acturia 9/6 QCSI Cont  Sing
Banglar Robi (Cont) 10/6 Sing BSC Cont  Sing
Brave Lagle 10/6 IHald UNMTI Demoliton -
Banga Biraj (Cont) 1216 BDShip Cont  Sing
Tanker due
NI
Vessels at Kutubdia
Name ol vessels Cargo Last port l.ocal Date of
call agent arrival
Energy Explorer-1V BBAI 5/4
Ismava . - Araleen 17/8
Dea Conqueror . - Arafeen R/A(14/5)
Seabulk Command - IBS  R/A27/5)
Vessels at outer anchorage
Ready on i
Yuan Zhi WT(P)/Y.PE Sing Murtual 1475
KNota Berjaya(Cont) Cont Sing PIL(BD) 29/5
O5G Alpha(Cont) Cont Sing RSL 30/5
Lady Bleana Sugar (TCB) Momb Scacom 2715
APL Clombo (Cont) Sing Nol 315
KUO  Hsiung (Cont) Cont P Kel QUSL 31/5
Abujia (Cont) Cont Col  Everebest 31/5
You Pung Ho Sugar Tuti CCNL 0/5
Jurong Balsam (Cont) Cont Sing NOI 2/b
Pauliga Urea Mong MBL. 3/6

The above are shipping position and performance of vessels at
Chittagong Port as per berthing sheet of CPA supplied by HRC Group,

Dhaka,




