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Ctg-Yangon shipping link
suspended on high costs

NURUL ALAM, Chittagong

The Chittagong-Yangon shipping
service has remained suspended
for the last one month as the lone
operator counted huge loss due to
high operational costs.

The direct shipping link between
the two neighbours was introduced
in February last year when Orient
Express Lines, a Singapore-based
shipping company, pressed a con-
tainer vesselinto service.

But the vessel operating
between Chittagong and Yangon
ports was withdrawn and placed on
India -Bangladesh-Sri Lanka (IBS)

triangular route this month as it was
found more viable, Orient officials
said.

"We launched the shipping
service last year with lot of expecta-
tions but we were forced to suspend
the service due to high operational
costs," said Nelum Attanayake of
the Orient Express Lines.

"We incurred a loss of about half
amillion US dollars from 18 voyages
covered since the inception of the
service," Nelum said.

Replying to a question he said,
"At this moment we're not thinking to
resume the service as we have now
concentrated on IBS route."

However, the shipping company
applied to the shipping ministry of
Bangladesh recently to provide it
with necessary support and facilities
to reduce the operational costs in a
bid to resume the service.

Before introduction of this ser-
vice, sea trade between the two
neighbours used to take place via
Singapore with a 10-day journey
while the direct shipping service
between Chittagong and Yangon
takes only two days.

The step for introducing the direct
shipping service was taken a month
after Myanmar Senior General Than
Shwe came to Bangladesh last year

and both the countries agreed to
boostbilateral trade.

However, Bangladesh has very
small amount of trade with Myanmar.
Bangladesh exports fertiliser, cement
and medicine to Myanmar while
imports timber, maize, rice and fish
fromthatcountry.

Former chairman of Bangladesh
Shipping Agents Association
Wadud Ullah said, "We need to
have sufficient container cargoes
from both sides to run a viable
shipping service between
Chittagong and Yangon."

New DMD
of SIBL

Shahabuddin
Chaudhury
joined the Social
Investment Bank
Limited (SIBL) as
deputy managing
director (DMD)
recently.

Prior to his joining the SIBL, he
was working as executive vice-
president of National Bank Ltd, says
apressrelease.

Chaudhury started his banking
career in 1967 with Australasia
Bank Ltd.

US economy to
grow above
4pc in 2004

AFP, Washington

A senior Federal Reserve official,
Michael Moskow, predicted
Tuesday the US economy would
beat private forecasts of four per-
cent growth in 2004 without a sub-
stantial rise in inflation.

"The consensus of private sector
economists now expects real GDP
(gross domestic product) growth to
average around four percent in
2004," said Moskow, president of

the Federal Reserve Bank of
Chicago.
"However, | wouldn't be sur-

prised to see the economy grow at
an even faster rate than the consen-
sus forecast,"” he told business
leaders in South Bend, Indiana,
according to a copy of his speech
released here.

Such a pace of growth would
exceed the economy's 3.0 to 3.5
percent "potential" -- the maximum
rate at which it can grow in the
medium term without creating
inflation, he said.

$2.10 lakh ADB
aid for bird flu
hit Vietham

AFP, manila

Circuit breaker system

may be

STAR BUSINESS REPORT

The Securities and Exchange
Commission (SEC) is planning to
revise the present circuit breaker
system that controls price of individ-
ual shares.

The consultative committee
formed by the SEC with representa-
tives from Dhaka and Chittagong
stock exchanges has already for-
warded its recommendations on
revising the system to the
Commission for approval.

Both the bourses have long been
demanding withdrawal of the sys-
tem saying that it sometimes helps
market manipulators.

"The present circuit breaker on
individual share will be replaced in
phases with a circuit breaker based
on index. In the first step the present
system will be revised," said Mansur
Alam, executive director of SEC and
convenor of the committee.

Earlier, during his maiden visit to

revised

Dhaka Stock Exchange on
December 7, SEC Chairman Mirza
Azizul Islam assured the bourse
officials of withdrawing the present
circuit breaker system and introduc-
ing a combined circuit breaker for
indices.

"This system leaves scope for
market manipulators to take
calculative risk by increasing or
decreasing prices of a particular
share up to the ceiling," said DSE
director Anwar Hossain. "lts with-
drawal will help the market get rid of
artificial price rise or fall."

If the present circuit breaker is
withdrawn, the price can increase or
decrease freely, which will create
scope for scrips with strong funda-
mentals to perform well. As a result,
the manipulators can not calculate
the price to make the market vola-
tile, Hossain said.

DSE CEO Salahuddin Ahmed
Khan said there should not be any
restriction on price of a share on a

single day's trading. "The market
should determine price."

SEC introduced the present
circuit breaker system on October 4,
2001. It restricts price of shares to
cross a certain level, up or down, on
a single trading day. The previous
day's closing price of a share is
considered as base price.

Under the present circuit breaker
system, share with closing price up
to Tk 100 can not rise or fall by 15
percent or Tk 12, share with closing
price between Tk 100 and Tk 300
can not rise or decrease by 10
percent, and share price between
Tk 300 and Tk 500 can not increase
ordecline by 7.5 percentor Tk 30 on
asingle day.

Share with closing price between
Tk 500 and Tk 1000 can not
increase or decrease by 5 percent
or Tk 40 and shares of above Tk
1000 can not rise or decline by 3
percentor Tk 50.

citibank

The Cili never sleer
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The Philippines-based Asian
Development Bank (ADB)
announced financial and technical
aid for Hanoi Wednesday to help it
deal with the avian influenza virus
that has killed 11 people in Vietnam.

The ADB will forward 50,000
dollars to Vietnam for protective
clothing for workers dealing with
infected poultry, it said in a state-
ment.

It had also put 160,000 dollars in
a Vietnamese health ministry
account for information and training
campaigns about the disease, it
said.

Vietnamese health officials
reported two more bird flu deaths
Wednesday, taking the human toll in
the country to 11 out of 15 confirmed
cases.

At least four people are known to
have died in Thailand, the only other
nation to have acknowledged
human fatalities from the disease,
which has been recorded in 10
Asian nations.

Eurozone
inflation stable
in January

AFP, Brussels

Inflation in the 12-nation eurozone
remained stable at 2.0 percent in
January over 12 months, according
to preliminary figures released by
the EU's data agency Eurostat
Wednesday.

The European Central Bank has
set a medium-term ceiling for infla-
tion in the eurozone of 2.0 percent.
In December the 12-month inflation
rate had dropped to 2.0 percent
from 2.2 percentin November.

PHOTO: CITIBANK NA

Bashar M Tareq, country treasurer of Citibank NA, Bangladesh, Sajed ul Islam, manager, Treasury Sales,
and Khawza Masum Billah, resident vice-president, Corporate Banking Group, Citibank, Chittagong, pose
for a photograph along with the officials from the bank's major import and export client organisations,
Chittagong, at a seminar on Treasury Management organised by the bank recently in Chittagong.

Tax cut expiry may hit
US economy

REUTERS, Washington

Treasury Secretary John Snow
told Congress Tuesday the US
economic recovery could falter if
lawmakers failed to make perma-
nent the tax cuts President
George W Bush has won since
taking office.

"You can't think of anything
more harmful to an economy
that's coming out of the difficulties
this economy has had and begin-
ning to show good progress, than
a tax increase," Snow said in
testimony to the House of
Representatives' Ways and
Means Committee.

"It could halt this recovery in its
tracks," he said.

A call to make the tax cuts
permanent was central to the
budget proposal Bush unveiled on
Monday. Some provisions begin
to expire at the end of this year.

Democrats claim the tax cuts,
which total some $1.7 trillion over
10 years, were skewed to the
wealthy and are unaffordable at a
time of record-high budget defi-
cits. All the major Democratic
presidential candidates have
called for at least partial repeal.

In testimony focusing on the
president's budget plan, Snow
argued that consumers and busi-
nesses needed to be assured the
tax cuts would not be rolled back.

"The ability of American fami-
lies and businesses to make
financial decisions with confi-
dence determine the future of our
economy," he said. "And without
permanent relief, incentives upon
which they can count, we risk
losing the momentum of the
recovery and growth that we have
experienced in recent months."

Snow credited the tax cuts with
putting the US economy on a
sustainable growth path and said
staying the course was the best
way to boost employment.

"The life signs of this economy
are all good and that always leads
to jobs," he said. "I'm confident
we'll see a nice pick up in jobs in
the months ahead.

Democrats have blasted Bush
for his economic stewardship,
pointing repeatedly to the 2.3
million jobs lost since the presi-
dent took office.

The president has also taken
political heat for large and grow-
ing budget deficits, which reflect
the tax cuts, higher defense and
security spending and lower
revenues because of a sluggish
economy.

In Bush's budget plan, the
administration forecast a record
deficit of $521 billion in the current
fiscal year, but projected deficits
of less than half that size for bud-
getyears 2007-2009.

"Make no mistake, President
Bush is serious about the deficit,"
he said. "We see it as unwelcome,
but manageable."

"We can manage this deficit,
and we can cut it in half over the
next five years by controlling
spending and growing our econ-
omy," Snow said.

The Treasury chief told the
panel "entrenched and large"
deficits could push interest rates
up, but financial markets
appeared comfortable with the
administration's plans.

"If the tax cuts were imprudent,
the financial markets would
already be registering that in the
price they charge for funding the
debt of the United States," he
said. "So the financial markets are
giving us the benefit of the doubt
(saying) we will solve the prob-
lem."

Snow also faced criticism that
the administration was masking
the true size of the deficits by
failing to provide estimates of
expected spending related to
military operations in Iraq and
Afghanistan.

"The costs aren't known at this
time," Snow said in answer to a
question at the hearing. "And not
being known, it's impossible to lay
them out with any precision."

Citibank NA
holds seminar
on treasury
management

Citibank NA, Bangladesh arranged
a seminar on Treasury
Management recently in
Chittagong.

Executives from the bank's
major export and import clients in
Chittagong attended the seminar to
discuss importance of treasury
management from a corporate
perspective.

Bashar M Tareq, country trea-
surer of Citibank NA, Bangladesh,
and Sajed ul Islam, manager,
Treasury Sales, conducted the
session, says a press release.

Among others, Khawza Masum
Billah, resident vice-president of the
bank's Corporate Banking Group in
Chittagong, was also present.

The seminarwas arranged in line
with the bank's increased focus on
its Chittagong clients.

Solaiman Chy
takes charge
as Bepza
executive
chairman

Bangladesh Export Processing
Zones Authority (Bepza) Joint
Secretary AFM Solaiman
Chowdhury took over the current
charge of the executive chairman of
Bepza on Saturday.

He replaced Brig Gen (retd) M
Mofizur Rahman, says a press
release.

Chowdhury joined Bepza in
November last year as member
(Investment Promotion). Prior to his
joining Bepza, he was the chief
executive officer of the Dhaka City
Corporation.

He also worked as director
(Finance) and acting chairman of
the Bangladesh Petroleum
Corporation, the release added.

Tokyo launches
FTA talks with
Manila

AFP, Tokyo

Indian budget cuts aid,
loans to Bangladesh

PALLAB BHATTACHARYA, New
Deihi

With parliamentary polls round the
corner, the interim general budget of
India presented on Tuesday rolled
out a slew of sops for government
employees, middle class people,
farmers, rural and urban poor and
smallinvestors in capital market.

The budget presented by
Finance Minister Jaswant Sinha
shows a fall in outlays for aid and
assistance programmes to
Bangladesh, Bhutan and Nepal.

Aid and assistance under techni-
cal and economic cooperation and
loans and advances to Bangladesh
have gone down from Rs 22 crore to
Rs 4.92 crore.

However, this has gone up in the
case of Maldives, Myanmar and for
the Central Asian countries.

The budget also earmarked Rs
25,000 crore (5.31 billion dollars) for
modernisation of defence forces as
a non-lapsable fund to ensure there
is no slow-down in purchase of
weapons and ammunitions.

There was good news for nearly
3.5 million federal government
employees as the budget merged
the dearness allowance with their
basic pay, a move which will also
push up salary-linked allowances
like house rent and pension.

True, this will increase the
income tax burden of the employees
but the finance minister has prom-
ised to raise the standard deduction
and the income tax exemption limit if
the government was voted back to
power.

Since it was an interim budget,
the government, under the
Constitution, cannot tinker with tax

structure and that was why Singh
did not announce any new taxation,
director or indirect.

The interim budget is primarily
meant for obtaining parliamentary
approval for government's expendi-
ture for the first four months of the
new fiscal year beginning on April 1.

Singh promised easy bank loans
for farmers at lower than existing
interest rates for crop loans and said
he would ask the banks not to insist
on mortgaging the entire land hold-
ing of afarmer-borrower.

He also promised credit card
facility for all farmers by March 31
and tea growers and sugarcane
farmers were promised easy access
to credit. While small tea growers
will get loans up to Rs two lakh, the
loans taken by sugar factories will
be restructured.

The give-away to sugarcane
sector is aimed at boosting the
ruling BJP-led alliance's electoral
prospects in Uttar Pradesh and
Maharashtra states, which rank first
and second respectively in terms of
number of Lok Sabha seats. Tea
gardens are mostly located in
Assam.

To strengthen rural credit, the
finance minister announced a
scheme to rev up the cooperative
credit structure with an outlay of Rs
15,000 crore.

Singh has also promised to
abolish capital gains tax to farmers
for their land acquisition by the
government.

The budget decided to bring five
million families under below poverty
line into the ambit of food-cover
scheme taking the total number of
beneficiaries to two crore.

Bolstered by projections of

higher economic growth and swell-
ing foreign exchange reserve, the
budget also hiked the duty-free
baggage allowance for all Indians,
including children, returning from
abroad. Customs duty on baggage
in excess of permissible limit was
also cut from 50 to 40 percent.

Small investors in equity market
has another reason to rejoice as the
finance minister promised to extend
the long-term capital investment gains
tax exemption clause by three years
by the budget from its present date of
expiry atthe end of this month.

This decision is expected to have
a major impact on capital market
with several issues lined up in
coming months.

For the small-scale industry, the
limit under small units credit card
scheme has been raised from Rs
two lakh to Rs 10 lakh for borrowers
with a good track record.

The setting up of the non-
lapsable defence modernisation
fund has been a long-standing
demand of defence ministry. "This
has been done because the process
of defence procurement often goes
on for more than three years and
this requires adequate and commit-
ted funds," the finance minister said.

The interim budget increases the
defence allocation by Rs 6,300
crore raising it to nearly 9.5 percent
against the revised estimate of Rs
60,300 crore envisaged in the full
budget of 2003-04 fiscal year.

Despite this, India's defence
spending is 2.12 percent of the
Gross Domestic Product, much less
than China, which has six percent,
and Pakistan with four percent of
GDP.

US to face pressure on
dollar, deficits at G7

AFP, Washington

Japan on Wednesday launched
bilateral free trade talks with the
Philippines in a bid to further open
up Southeast Asian markets com-
prising half a billion people to its
exports as well as its capital.

The talks, which are parallel to
Tokyo's talks with Malaysia as well
as with Thailand, follows the signing
of Japan's first free trade agreement
(FTA) with a fourth Association of
Southeast Asian Nations (Asean)
member, Singapore, last year.

"We will try to achieve compre-
hensive and substantial liberaliza-
tion of bilateral trade and invest-
ment," Japan's Deputy Foreign
Minister Ichiro Fujisaki told a joint
news conference at the start of the
two-day talks.

He said the two sides have
agreed in principle to discuss free
trade in all areas "including agricul-
ture", a sector Tokyo has tradition-
ally shielded from foreign competi-
tion.

Tokyo signed an economic
partnership agreement last year
with Asean -- Brunei, Cambodia,
Indonesia, Laos, Malaysia,
Myanmar, the Philippines,
Singapore, Thailand and Vietnam --
and pledged to negotiate individual
FTAs with Asean countries between
2005and 2012.

Top 2 US auto
giants skid,
rivals gain
ground

AFP, Detroit, Michigan

The top two American car manufac-
turers, General Motors and Ford,
suffered a slump in car sales in
January, allowing their major US
and Japanese rivals to gain ground.

GM and Ford automobile sales
reversed as passenger car sales
plunged, eating away the gains by
their truck divisions.

But the number three US manu-
facturer, Chrysler, said sales gained

on a strong economy.

And Toyota enjoyed its best
January onrecord.

General Motors Corp., the

world's biggest automobile manu-
facturer, said total sales in January
fell 1.9 percent from a year earlier to
299,050. Car sales slumped 17.2
percent to 124,453, outweighing a
13.0-percent advance in truck
salesto 174,597.

"January sales results were
below expectations," said GM vice
president for North America sales
John Smith.

The United States will be pressured
by the Europeans and Japanese at
the upcoming Group of Seven
meeting to get its "twin deficits"
under control as part of an effort to
stabilize the flagging dollar, analysts
say.

The two-day G7 finance minis-
ters meeting opening Friday in Boca
Raton, Florida, will give leaders a
chance to take stock of the global
economic situation since a
September gathering in Dubai.

The Dubai meeting seemed to
open the way to an acceleration of
the dollar's decline over the past two
years.

But the surprising result has
been a surge in the value of the euro
and pound, with more modest
increases for Asian currencies,
even though the goal had appar-
ently been an Asian-currency
adjustment that could help correct
the massive US trade gap.

Economists say the Europeans,
and to a lesser degree the
Japanese, are concerned that their
strengthening currencies will dent
exports and cut into their fragile
economic recoveries, and want a
G7 statement to help reverse the
dollar's slide.

"Clearly, the dollar is the hot-
button issue. Both the Europeans
and the Japanese have expressed
concerns about the dollar depreciat-
ing too rapidly," said Sung Won
Sohn, chief economist Wells Fargo
Bank.

But Sohn said he thinks these
complaints "will fall on deaf ears" in
Washington, which despite its
"strong dollar" rhetoric is pleased
with the lower value of the dollar,
which makes US exports more
competitive.

"My assumption is that
Washington is not all that unhappy
with the gradual depreciation of the
dollar," he said. "It's good for the US
economy, and that's what's called
for by economic fundamentals."

These fundamentals, he said,
include the "twin deficits" in the
federal budget and the current
account, a measure of trade and
investment.

A weaker dollar helps the trade
deficit self-correct by lowering the
prices of US goods on world mar-
kets while raising prices of goods
from other countries. But because
the US needs so much foreign
investment capital, the danger of a
sharp fall in the dollar is that it could
scare off foreign investors and
drive interest rates higher.

As a result, Sohn said, "the
Japanese and Europeans may
lecture the US on limiting budget
deficits ... they might express again
concerns that US deficits are
getting to be too high and this could
have global repercussions."

Jay Bryson, global economist at
Wachovia Securities, said he
believes the G7 will try to come up
with a communique that placates
the Japanese and Europeans.

"Many people see a repeat of
the message of Dubai, with some
adjustments on the margins,”
Bryson said.

Bryson said one of the key
phrases to look for includes a
mention of "flexible exchange
rates," mentioned in Dubai -- which
seemed to be a signal to Asian
nations to refrain from intervention
and allow their currencies torise.

"l don't think they're going to
name China or (South) Korea or
Singapore, but everybody knows
what they're talking about," he
said.

But he said Japan and Europe
may press for a mention of "ex-
cess volatility" that could be a
signal to avoid further sharp falls
in the dollar.

Ban on poultry import

Thailand mulls retaliation
against EU, Japan

AFP, Bangkok

Commerce Minister Watana
Muangsook said Wednesday
Thailand is considering retaliation
against the EU, Japan and other
chicken importers if they continue to
ban poultry deemed safe by interna-
tional bodies.

The European Union extended a
ban on imports of Thai poultry for six
months Tuesday to protect the bloc
from an outbreak of the deadly bird
flu which shows few signs of abat-
ing.

Japan, Thailand's largest poultry
importer, banned all chicken imports
from the country last month after it
confirmed it was suffering an out-
break of the disease which has
spread across Asia and killed 15
people.

"If our trading partners still insist
on banning we will consider retalia-
tion against their goods because
with our medical certificates verified
by the WHO (World Health

Organization) they have no reason
for further delays," Watana said.

"There are reasonable bans on
raw and frozen chicken but if there
are extra conditions imposed then it
will be fair to retaliate," he added.

The WHO has said the avian
influenza virus is transmitted mainly
through contact with infected birds
or their droppings and not through
eating poultry or eggs, noting that
the the virus is destroyed in chicken
products that are cooked at 75
degrees Celsius (167 Fahrenheit) or
hotter.

Thailand, Asia's largest chicken
exporter with overseas sales of 1.2
billion dollars last year, was eager to
negotiate with Japan, the main
importer of Thai poultry, to relax its
ban, Watana said.

"I will ask Japan to open its market
to us if they have no reason (to shut
Thailand out). If not, that means they
are not fair and | will ask them to
steam their Toyota cars before
exporting them here," he said.

Japan had already rejected and
returned 50,000 tonnes of frozen
chicken to Thailand, he added.

Thailand's Finance Minister
Suchart Jaovisidha tried to down-
play the chicken disaster's eco-
nomicimpacts.

"It will not seriously affect
Thailand's economy as we have
estimated if the chicken ban lasts for
three months it will reduce (growth)
by only 0.1 percentage points and if
the ban stays for six months it will
decrease by 0.2 percentage points,"
he said.

Independent economists have
warned the bird flu crisis could stunt
Thailand's growth by as much as
half a percentage point.

The EU's ban does not apply to
imports of cooked Thai chicken.

Japan is reportedly considering
easing its ban on chicken imports by
exempting processed products and
the government intends to send
experts to Thailand to study condi-
tions here.
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