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Farm still dogging WTO talks

AER Paris

Nearly a year after the collapse of
WITO talks in Cancun, Mexico, the
liberalisation of agriculture markets
remains at the heart of sticky WTO
negotiations as key members pather
here for weekend ralks.

Even though agriculture only
mitkes up less than 10 percent of
global trade, itis a dominant subject
in free-trade talks because it
involves the basic economic model
on which some members' societies
arebased. | y

In the cuwrent round of WTO
negotiations, launched in' 2001 in
Doha, Qatar, and in theary oriented
towards development issues, devel-
oping countries have formed a
common frontin an offensive on US

and EU agricultural subsidies,

The United States and the
European Union have classified
their subsidies according to differ-
ent "boxes" depending on what they
consider to be the impact on prices
ofthedifferentald.

The aim is to move subsidies
from an orange box of domestic and
exportaid to a green box without an
impact,

The EU believes it has made
concessions with the reform of its
Common Agriculture Policy in June
2003 which calls forthe link between
directaid andlevels of production to
beseveredstarting next year.

For Brussels, thatlimits subsidies
supporting prices, which harm
global trade and makes small farm-
ers in southern developing coun-

tries unable to compete on global
markets.

But that was not enough at
Cancun to satisfy developing coun-
tries and was one of the reason the
talkscollapsed.

Therefore, the EU made a further
concession this spring by tabling an
offer to put an end to European
exportsubsidies -- which amountto

* about two billion euros (2,46 billion

dollars) per year out of a total of 40
billion euros in aid to EU farmers --
in exchange for concessions from
other countries.

The EU in particular demanded
that the United States, which also
givesitsfarmers generous subsidies,
to be more diseiplined in its export
aid, including in the form of food
donations.

The US said it was game to go
along, but any big changes to its
subsidy system seems improbable
ahead of US presidential elections
this year. W

The EU and the United States are
also calling on big developed agri-
culture nations such as Australia,
Canada and New Zealand to put an
end to their state trade firms, which
are considered to distort competi-
tion.

Brazil; leading other developing
nations, has attacked the boxes
system, claiming that it is the entire
agriculture subsidies system, and
not only export aid, that distorts
prices and competition at a global
level.

Brazil's charges have been
largelyaimedatthe US,
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M Kamaluddin Chowdhury, managing director of Shahjalal Islami Bank Limited, and Sayyed Husain Jamal, manag-
ing director of Vanik Bangladesh Limited, sign an agreement on behalf of their organisations on Thursday in Dhaka.
Under the deal, the bank will extend Tk 30 million investment facility to Vanik Bangladesh.
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Nazir Ahmed, vice-chairman of Islami Bank Bangladesh Limited, speaks atthe inaugural session of a daylong half-
yearly conference of heads of zones, corporate branches and branches under Dhaka south and north zones of the
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US, China settle
semiconductor
row at WTO

AFE, Washington

Network Limited, ara also seenin the

A
nk J,

2 With Feip,

NHANMONDI

ial
Or

Uperation o
Ui seeatiMr Kozl

LJ“ Soc

— )

3 )
investment Bank v
;L.nmfuign Program

¢ S5iBL ATM Debil Cg

Anwarul Mahbub Hanag ing D

PHOTO: NATIONAL BANK
Mustaque Ahmed, managing director (current charge) of National Bank
Limited; inaugurates the bank's E-cash maintenance software "ETM" ser-
vice on Wednesday in Dhaka. Mustafa Kamal, senior vice-president of the
bank, Rahat Ahmed Chaudhuri, vice-president, Mahbubuzzaman, vice-
president, and Zahir Ahmed, managing directar of Elactronic Transactions

picture.
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China will end tax breaks to its
domestic microchip industry to
settle a US claim of unfair trade
practices at the World Trade
Organization, US Trade Repres-
entative Robert Zoellick said
Thursday.

Zoellick hailed the deal as a
victory for the administration of
President George W. Bush, which is
under pressure to reduce China's
124-billion-dollar trade surplus
with the United States and is keen
to'show it can handle the increas-
ing number of bilateral trade
disputes,

“"China is the fastest-growing
market for our industry, worth
some two billion dollars in the past
year," Zoellick said. "Continued
access to this market is vital to the
health of the industry."

He said Beijing agreed to stop
giving tax breaks to any méw chip
mikers or products, and to phase
out the entire program by April 1.
The deal, reached after several
rounds of bilateral talks in
Geneva, Washington and Beijing,
came alfter Washington threat-
ened to bring the case before a
WTO dispute resolution panel,

Unemployment in Asia is set to rise
as the modernization of agriculture

seek work elsewhere, threatening to
cloud prospects for regional eco-
nomic growth, the Asian Develo-
pment Bank warned Friday:

While the Asian economies
continue to post robust growth,
mdjor challenges, ineluding rising
unemployment, confront the
region, Asian Deveélopment Bank
(ADB) president Tadao Chino said in
aspeech here.

While 60 percent of the
workforeein theregion's developing
countries are now farmers, the
agriculture sector accounts for only
about 22 percent of total economic
output, Chino said.

"A significant amount of surplus
agricultural labour will be created as
agricultural productivity increases,
requiring new employment to be
created in other sectors,” said
Chino, who heads up the Manila-
based ADB.

The total workforce is already
expanding across developing Asia,
led by India, where itis expected to
increase by 2.1 percent every year
over the period 2000-2010, accord-
ingto ADB estimates.

Annual rises in the same period

Unemployment poses
serious threat to Asian
growth, ADB warns

displaces farmers who will have o -

Bangladesh, Indonesia, Malaysia,
Pakistan and the Philippines.

In China, the region's rising pow-
erhouse and manufacturer to the
world, the labour force is expected to
growby 0.8 percentayear.

"The Chinese economy will
achieve a soft-landing over the next
two to three years," with credit-
tightening in selective sectors, such
as bank lending, expected to have a
positive impact, Chino said, refer-
ring to recent efforts by Beijing to
slowa runaway economy.

Chino noted that even rapid
economic growth in China "has not
been able to absorb surplus agricul-
tural labour, new labour-market
entrants and workers laid off from
uncompetitive state-owned enter-
prises."

"High unemployment could
seriously undermine Asia's dyna-
mism," he warned, "Social stability
and security in developing Asia
hinge on the significant creation of
employment opportunities.”

Tackling joblessness, a particularly
serious problem among young peo-
ple, is vital to gaining public support
[oreconomic reform, he said.

Referring to a regional economic
integration, Chino sald "an Asian
single currency offers a number of
potential benefits”, such as lower
transaction costs for trade and
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Local FXMarket
US dollar eased substantially against Bangladeshi taka in this week.
Increased supply of US dollar combined with lower demand helped to

improve the liquidity pos
Money Market

Bangladesh Bank issued BDT 13,686.00 million by the Treasury bill auec-
tion held on Sunday, compared with BDT 5,415.50 million in the previous
week's bid. The weighted average yields of 28-day t-bills increased by 6
bps, while the rate of other ténors were almost unchanged from the previ-

ousbid.

The call money rate was stable this week. In the beginning of the week
the rate ranged between 250 and 3.00 percent. The rate eased by the
middle butended theweek unchanged at 2,50 and 3.00 percent.

International FEX Market

[n the beginning of the week, the dollar held near a one-month lowon the
euro, after taking a beating from weaker than expected US jobs data last
week, but recouped some ground on the yen due to easing Japanese stock
prices. With a market holiday in the United States on Monday, currency
trading ranges were nartow after the market had pared back expectations
fordollar-supportive US interest rate rises as aresult of Fridays jobs data.
The dallarhita three-month low against the euro and lost one percent
on the day against the yen by the end of the week as economic data addec
to expectations that future hikes in US interest rates might not be aggres-
sive. A survey of the US service sector came out weaker than expected,
intensifying worried sparked last week by disappointing US payroll data
and the Federal Reserve's insistence on a "measured” pace of future
tightening. Slower rises in US interest rates, which the Fed increased last
Sie first time in four years, diminish the allure of dollar-based
asset for global investors. The Swiss franc strengthened beyond 1.23

weelk for

against dollar,

The dollar hovered near a three-month low against the euro on by the
end of the week, as investors continued to shun the US currency on a
firming view that Fed is in no rush to raise interest mtes. The dollar decline
wasan extensionof the sell-offsparked by Friday's weaker-than-expected
US payroll data and Tuesday's report showing a slower pice of expansion
in the US service sector. The Australian dollar, which stormed 1.4 percent
higher on Wednesday, had retreated 0.6 percent by early European trade
on Thursday after weaker than expected Australian employment data
undermined the case for higher interest rate there, The pound sterling
shed 0.2 percent after gains of 0.75 percent in the previous session, which
tookit toa three-month high. The Bank of England announces its interest
rate decision for this month at 1100 GMT bt is not generally expected to
raise the cost of borrowing from 4.5 percent presently, after hiking two
months inarowin May and June. Analysts said there may have been some
speculation of another possible hike this week, which had pushed sterling
up, but this was now falling away. The yen showed little reaction to better
than expected data for Japanese machinery orders, a kéy gauge of trends

in capital spending,
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retary MH Shaikh were present.

FHOTO; SIBL

Social Investment Bank Limited (SIBL) Managing Director Kazi Anwarul
Mahbub speaks at an orientation programme on "Operation of SIBL ATM
Debit Card" organised by the bank on Wednesday in Dhaka. Among others,
Deputy Managing Director of the bank Shahabudddin Chaudhury, Executive
Vice-presidentMd Shah Alam and Board Sec

bank in Dhaka on Friday. Abdur Raquib, executive president ofthe bank, presided overthe function, Zoellick said. would also exceed o | 'E'n':en_t] in l fIrwe*stgl%nt. C - Standard Chartered Bank
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