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Enlarged EU shows big
tax level disparity

REUTERS, Brussels

European Union newcomers have
significantly lower corporate and
income tax rates than the bloc's ald
members, but they are not guaran-
teed to see [loods of foreign invest-
ment as a result, an EU study
showed Thursday. .

A European Commniission paper
on taxation systems in Europe acds
to i heated debate in the hlock that
pits Germany and France, which
want direct EU taxes to be harmo-
nised, against Britain and most naw
member States, who oppose the
plan.

The report by the EU's executive
said the average effective taxrate on
corporte income was 31.4 per cent
for the bloe's 15 aldmembers, com-
pared with 21,5 per cent [or new-
COMmMErs.

The top average personal income
tax rate was 46,2 per cent in the EU-
15 against 3.9 per cent in the new

metnberstates,

But the paper showed that in
many new members states, high
indirect taxes and big social security
contributions undermined advan-
tuges resulting from low direct
faxation.

"The low share of direct taxes in
the new member states is counter-
balanced by higher share of indirect
taxes and for the Czech Republic,
Poland and Slovakia by social contri-
butions,” thereport saicl,

“In an investment decision,
direct taxation is just one element
taken into consideration,” com-
mented Jean-Pierre Laet rom the
Commission's taxation depart-
ment.

Still, the total tax burden in rela-
tion to gross domestic product was
6.6 percentage points lower in the
new member states in the average
thatinthe EU-15,

Germany and France have pro-
posed tax hanmonisation across the

EU, possibly imvalving a minimum
corporate (ax rate, to avoid "tax
dumping” by countries eager 1olure
investors.

The Commission says it is
unlikely to draft any legislation on
harmonising taxes, because the
proposal does not enjoy sufficient
supportinthebloc. Britainand most
EU newcomers vehemently oppose
anysuchregulation.

‘Thes report said that Sweden
recorded the highest tax-to-GDP
ratio of 50.6 percent, f[ollowed by
Denmark with 48,9 percent and
Belgiumwith 46.6 per cent,

The lowest ratios were observed
in Ireland, 28,6 percent, Lithuanid,
28.8 percent and Latvia, 31.3 per-
cent.

In general, tax burden as part
of GDP declined in the EU-25 (o
40.4 percent In 2002 from 41.1
percent in 2001 due to tax cuts
and low economie growth in
many countries.
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Safko Spinning Mills Ltd Chairman SABM Humayun and Managing Director Syed Md Qaisar, among others, pose for photo-
graphs atthe10th annual general meeting (AGM) ofthe company held on the mill premises at Habiganj on Tuesday.

FHOTO: WKO SPINNING MILLS

Siemens wins
$50m service

contract from
India's Bharti

AFP, New Delhi

Bharti Televentures, India's largest
private telécoms company, Said
Friday it has awarded a 50 million-
dollar ‘contract to German giant
Siemens to help run its growing
mobilenetwork,

Bharti gave the three-year con-
tract toSiemens to manage three out
ofits 21 Airtel mobile network areas,
covering 1,650 towns. Bharti has 6.5
million mobile subscribers and
544,900 fixed-line customers.

"Siemens will supply, manage,
maintain and provide qualiry assur-
ance in three circles of Calcutta,
Madhya Pradesh and West Bengal,"
Bhartisaid inastatement.

In February Bharti awarded a
similar contract worth 400 million
dollars to Sweden's Ericsson (o
manage 13 of the 21 Airtel network
areas,

"Arrangements like this will
result in providing congestion-free
networks,” said Akhil Gupta, joint
managing director of Bharti
Televentures.

Microsoft pays
497m euro fine
AFP, Brussels

US soltware giant Microsolt has
paid afine of497 million ¢uros (605
million dallars) imposed on it by the
Buropean Commission in March [or
having abused its dominant market
position, a commission spokes-
woman said here Thursday.

Microsoft had paid the fine even
though it has appealed to the
European Court of Justice to cancel
it and was seeking suspension of
corrective measures imposed by the
commission (o re-gstablish compe-
tition on the European software
market,

The commission, in fining
Microsoft, said that the company
had to olfer a version ofits operating
system Windows without its Media
Player soltware offering access (o

audioandvideo content.
 The commission also required
Microsoft to provide competitors

ECB chief economist
signals concern over
inflation anticipation

AFP Frankfurt

The chief economist at the
European Central Bank, Otmar
Isging, said Friday he was very
concerned about rising inflation
anticipation in the eurozone.

Anticipation of inflation is a
process whereby businesses and
individuals fake decisions in the
expectation that inflation will rise.

"To be frank, I am very anxious
about increasing inflation antici-
pation (on financial markets) in
the etrozone," he said in speech
here.

"We're going to have to do
something about if," adding that
the trend was most evident on the
bond miarket,

The yield on the 10-year
German Bund {5 now around 4.3
percent against 3.8 percent about
thréee months ago. The OAT, a
French equivalent, is at 4.35 per-
cent against 3,05 percent a quarter

‘early next year,

ago.
Issing expressed concern over
the current level of inflation in the
12-nation eurozone, noting that
anpual increases in consumer
prices remain “stubbornly above
two percent, whichis a problem."
Eurozone inflation came to 2.4
percent in June after 2.5 percent in
May, with the ECB predicting that
it will stay above two percent until

The bank foresees 1.7 percent
eurpzone inflation in2005 alter 2.1
pereent this year,

The ECB for the moment has
shown no sign that it is about to
follow the lead of the US Federal
Reserve and tighten monetary
policy, The guardian of the euro
on Thursday left its benchmark
interest rate at two percent but
dappeared to harden its position
in vowing to remain "vigilant” in
the face of possible oil-driven
inflationary pressure.

Mexico textile makers
to keep China
goods quotas

AFP, Mexico Clry

Textile makers onThursday urged
Mexico to keep Chinese textile
quotas, joining fellows in 47
countries urging that world liber-
alization of the textile trade be
slowed.

Mexican manufacturers say
they fear an avalanche of Chinese
imports when textile quotas are
to be removed under the World
Trade Organization's Uruguay
Round.

The 47 countries asked the
WTO on June 17 to delay liberal-
ization. Included were industrial-
ized and developing countries.

Representatives ol four
Mexican industrial groups asked
the Mexican Economy Ministry
to maintdincustoms restrictions.

“The WI'D must hold a meet-
ing prior to the liberalization of
the sector,” RosendoValles, presi-
dent of the National Textile
Industry Board, told a press
conference,

ke said Chinese imports were
threatening 30 million textile
manufacturing jobs across the
world.

"Mexican industry is not
afrald of international competi-
tion," said Tony Kury, representa-
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PHOTO: SOCIAL INVESTMENT BANK
Social Investment Bank Ltd has organised Meet the Customers-2004 at
Chittagong Club recently. Among others, Chairman Kamaluddin Ahmed,
Vice-chairman Abdul Awal Patwary and Managing Director Kazi Anwarul
Mahbub were presentat the programme.
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Local FXMarket

US dollar eased substantially against Bangladeshi taka in this week.

Increased supply of USD
market.
Money Market

Bangladesh Bank issued BDT 5,415.50 million by the Treasurybill auction
held on Sunday, compared with BDT 2,809.00 million in the previots
week'sbid. Thewelghted average yields of 28-day t-bills fell by 4 bps, while
therateofothertenors wereé unchanged from the previous bid,

The call money rate was in slightly upward trend this week. In the
beginning of the week the rate ranged between 2.50 and 3.00 pereent. The
rate increasedlater toend the weekat 3,00 and 4.50 percent.

International FEX Market

The dollar recovered ground against the euro and the yen on Monday as
investors grew cautious of exténding the greenback's recent losses ahead
ofameeting of the US Federal Reserve later this week. The US eentral bank
was widely expected to raise interest rates for the first time in four-years

on Wednesday, marking
offinflationary pressurei

The dollar gained against the yen and Euro on Tuesday after weaker

than expectu[ [apanese¢

playing a waiting game ahead of this week's US rate decision. Japanese
output rose by 0.5 peccent in May from April, less than forecast which

tempered expectations

"tankan” business survey this week and ok the yen down over half a
percent on the day on the dollar. Some analysts; however said the data
werefar from diseouraging and noted the market was unlikely to see much
action before the US Federal Reserve long-awaited interest mte decision

onWednesday,

The yen fell broadly on Wednesday while the dollar struggled versus
European currencies ahead of a US interest rate decision later in the day
Tankan” survey of business sentiment this week.
Markets were keenly awaiting the Fed statement that will aceompany (15
expected 25 bps rate hike duear 1815 GMT, and will scrutinize iefor clues
on how aggressively US rates will rise later this year. Against the Euro, the

and the bank of Japan's "

dollar lost almose a third
factored in the market.,

market will keep its expectations for mild fightening through a series of
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June 26-June 30, 2004

helpud 1o m1pruvu the quuidny position of the

the beginning of & measured campaign to ward
nthefastthe fast-growing economy.

industrial output but the market was largely

for an upbeat reading of the Bunk of Japan's

ofa percentage. A25 bps rate hike has lang been
If the Fed statement provides no Surprises, the
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