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Govt to offload shares
in 9 firms next year

STAR BUSINESS REPORT

The government has decided to
offload shares in nine energy and
power companies on the stock
exchanges next year i move mar-
ket operators believe could help
boost the capital market.

The nine state-run enterprises,
which have been asked to offload
their shares, are Liquid Petroleum
Gas, Titas Gas, Bakhrabad Gas, Gas
Transmission Company,
Pashchimanchal (western) Gas
Company Limited, Sylhet Gas
Company, Bangladesh Gas Fields
Company, Rupantarita Prakritik
(compressed natural] Gas
Company Limited, and Rural
Power Campiny.

A review meeting, chaired by
Finance Adviser Mirza Azizul
Islamm, on Wednesday also asked
state-run Eastern Lubricants,
Power Grid Company of
Bangladesh (PGCB) and Dhaka
Electric Supply Cotpany (Desco),
which are already listed, to offload

more shares.

Eastern Lubricants has been
asked to offload 10 percent shares,
while PGCB and DESCO have been
told to release 15 percent stakes
each by March nextyear.

MNow, I percent shares in
Eastern Lubricants and 25 percent
shares cach in Desco and PGCH is
traded onbourses.

Market experts and operators
have long been demanding
affloading of shares in state-mn
companies, which they helieve will
definitely make the market sound
and robust.

The government's latest move
will tremendously support the
marker, which faces dearth of
quality shares, said Dhaka Stock
Exchange Chicf Executive Officer
Salahuddin Ahmed Khan.

“The investors will be encour-
aged to investin stock exchanges,”
he said.

Asian Development Bank (ADB|
Country Director Hua Du on
Wednesday at a workshop on

capital market pleaded for imme-
diate increase in supply of guality
shares o prevent any possible
overheating or price shocks in
stock market.

"The rise in capitalisadon and
index values in Bangladesh is
mostly demand-driven, which is
somewhat risky, it must be backed
by quality shares with strong eco-
nomic fundamentals,” she told the
workshop, organised by ADB and
Citigroup Global Markets
Bangladesh Private Limited.

The meeting asked Titas Gas Lo
offload its 25 percent shares by the
end of next March on the stock
market. The state-run gas trans-
mission and distribution company
on November 23 received a nod
from the Advisory Committee on
Economic Affairs to offload its
stakes.

The review meeting also asked
Pashchimanchal (western) Gas
Company Limited and Sylhet Gas
Company to offload paortions of
their shares within June next year,

As per the meeting, Bakhrabad
Gas, Bangladesh Gas Fields and
Rupantarita Prakritk (compressed
natural) Gas Company Limited will
have to offload portions ol their
shares within the next September,
while Rural Power Company within
December nextyear.

The meeting also asked the
autharities of Jamuna and Meghna
oil companies to offload their
shares on the bourses within next
month. The state-runoil marketing
companies were supposed (o
offload 30 percent of their shares
worth Tk 13.5 crore and Tk 12 crore
by this November, but the process
has been delayed, as the cormpa-
nies are yet to submil the required
documents to the stock exchanges.

The meeting also asked the
authorities concerned to offload
120,000 shares in International
Finance and Investment
Corporation ([FIC) Bank within
this December. The government
owns 35 percent stakes in [FIC
Bank.

EU, Traidcraft
team up to help
small farm
producers

STAR BUSINESS REpORT

European Union and Traideraft
have teamed up to provide small
and mid-level farm producers at
village level with business and
price information to help them
grow businesses,

~-Ine Burtopean Union amd

CTeRldCFaR s going o launch” @

project to improve livelihoad for
poor producers. This was
announced ataworkshopin Dhaka
anWednesday.

The workshop also observed small
and medinm scale producers are
being deprived of fair prices due to
lack of information, It also ohserved
consumers are forced to pay high
prices for agricultural products,
although farmers do not get fair prices
fortheirproduces atfieldlevels.

In the first phase, the project
aims is offer business services and
information to small and medium
scale producers and traders at
Netrakona and Mymensingh dis-
tricts for five years.

Lamy sets new
target for
Doha deal

AFP, Geneva

The head of the World ‘Trade
Organisation said on Friday he
hoped to finally secure a deal in the
Doha round of international trade
tilks by the end of 2008, some four
years Inter than initially scheduled.

"IFwe agree on modalities early
next year, [helieve we could be able
ta conclude the round before the
end of 2008," WTO director general
Pascal Lamy said.

MNegatiators had been working
on the assumption that a deal
would need to he finalised by early
2008 ac the latest, but extended
tilks on agriculture in Geneva have
made thisimpossible.

Indian exporters
more incentives

Our CORRESPONDENT, Ninw Delin

[ndia has announced a thicd pach -
age of sops in less than a year for
exporters in textiles, leather, hand-
crtft and marine products sectors
hit hard by sharp appreciation of
the national currency Rupee,
~Binanee Minister Palaniappao

Chidambarrarn said in Parl Lol

on Thursday that customs duty on
polyester staple fibre and polyester
filament yarn has been reduoced
from 7.5 percent to five percent and
on other manmade fibres from ten
to five percent,

He also announced @ax exemp-
tion an three more services besidies
enhancing interest subsidy for
exporters inidentified sectors.

The government will provide an
additional two per cent interest
subsidy to exporters of all catego-
ries of textiles excluding manmade
fibre, leather, handicrafts and
marine products for pre-shipment
and post-shipment credic,
Chidambaram said.

The government also added four
more sectors; jute and carpets,
cishew, tea and coffee, solvent
extraction and de-oiled cake and

plastics and linolen to the list of
export sectors which are eligible for
interest subvention under pre-
shipmentand post-shipmentcredit.

The coverage under a scheme
aimed at promoting export of farm
and village industry products has
beew expanded and the budget
sllocationdoublod e BaG00 crare,

The Indiar-Rupee: has appreci-
ated by 15.1 per cent against US
Dollar since Octaber 20006, seriously
hitting exporters’ eamings, oSpe-
cially those in labour-intensive
sectorslike textile and handicraft.

Chidambaram said leather,
handicraft, marine products and
textile sectors are particularly hard
hitby the appreciating Rupee.

“Exporters and industry associa-
tions met the Prime Minister on the
issue and T also had extensive meet-
ings with them together with banks,
Based on the meetings, we are now
offering support to exporters”.

He said the government was
sensitive to the pressures on these
sectors and was conscious of the
needto offer support to prevent job
losses and to give time to these
sectors to adjust to the changing
economicscenario. X

receive

The Finance Minister, however,
said appreciating Rupee has s
upside also in terms of lower pro-
duction costs in sectors involving
imported raw material and inter-
mediaries, lower oil import hill and
lower costofexternal debtservicing,

But the appreciating Rupee has

S put pressurg pacticulartly on those

EXPOCT Sectors with low nport inter -
sity like textite, leather, handicraftand
rnurin:.'pli::lut:{.i.hepnimudulll,

The government has already
announced two relief packages to
exporters in July and in October
this year. The first package had
included reimbussement of excise
duty, sales tax, interest subvention
of two per cent, service tax refund
in respect of port services, trans-
portof goods, transport by railways
and other port services,

The second package included
service tax refund or exemption
for three servicesgeneral insur-
ance, technical testing and analy-
sis and technical inspection and
certification, interest puyment on
Exchange Earners' Forelgn
Currency accounts of exporters on
outstanding balances subject to a
maximum ol one million dollars.

Oil prices drop below $90

AP, Undated

Oil prices fell Friday on expecia-
tions that Opec will increase out-
put next week and on fading con-
cerns of asupply disruption frona
1.5, pipelinefire.

Light, sweet crude for Januiry
delivery fell $1.55 1o $89.46 a barrel in
electronic trading on the New York
Mercanule Exchange by midday in
Europe. On Thursday, the crude
contrct grined B9 cents o settle at
faL0tabarrelinchoppy trade.

In London, January Brent crude

dropped §1.78 to SHH.44 a barrel on
the ICE Futures exchange,

Ol prices have tumbled this week
amid speculation that supplies are
rising and aslowdown in U.S, growth
willundercutenergy demand.

The fire along the oil conduit
from Canada to the Midwest caused
a spike above $95 a barrel Thursday
and renewed speculation that oil
wits a5 back on its way to $100. But
by the end of New York floor trading
it was clear most of the network was
quickly returned to service and that
the fre-damaged section was

expected to be backup indays.

An offer by the U.S. government
to release oil from the Strategic
Petroleum Reserve, if needed, also
helped calmmarkets.

Traders are likely to return their
focus to an Opec meeting on
Wednesday in Abu Dhabi, where the
12-member cartel is expected to
decide whether to increase produc-
tion. Several ministers of the
Organization of Petroleum
Exporting Countries have said in
recentdays thatthe group is ready to
hoostoutput to bring prices down,

FHOTO STAR

Visitors gather at a stall displaying cars at Japan Trade Fair 2007 at Bangladesh-China Friendship Conference Centra in Dhaka yesterday. The fair that show-
cases Japanese products cancludes today.

India's economy
likely to slow
in Q2

AFP, New Dolhi

India's blistering economic growth
I5 expected to show a slowdown
when second-quarter GDI data is
released Friday, with tighter mone-
tary policy dampening consumer
spending, analysts say.

But [ndia will still be the fastest
expanding major economy after
China with gross domestic product
(GDP) growth underpinned by
strong spending o improve the
country's creaky infrasiructure,
they say.

Growth for the three months
endoed Seprember 30005 seen at
around 1.7 percent, down from the
previans quarter's 900 percent,
aceording to a survey of seven lead-
ing cconomists, whose forecasts
ranged from it S0 percent,

“The cumulative impact of
monetary tightening in the last few
quarters, along with the likely
impact of rupee appreciation on
exports, is expected to moderate
the pace of economic growth over
the rest of this fiscal year,” said
Rajeev Malik of P Morgan Chase
Bankin Singapore.

“fhe slowdown will be pro-
nounced for consumer spending,”
said Malik, who expects second-
quarter growthof 8.7 percent.

But he said investment "should
continue to be powered by higher
spending on bath private capital
expenditure and infrastructure
spending.”

India's economy expanded by
9.4 percent in the financial year to
March 31, 2007. The economy has
grown at an average annual rate of
1.6 percent in the last four vears.

But industrial production grew
at its slowest pace in alinost a year
in September, expanding by an
annual 6.4 percent, dragged down
by tghter monetary policy and a
rising rupee.

"A softening in GDP growth is
expected o have occurred primarily
due to a decline in industry GDP
growth," said Manika Premsingh, an
cconomist at Mumbai's Edelweiss
Capital, who estimates second-
quarter growth at 8.3 percent.

The central bank began tighten-
ing monetary policy in 2004 and
has raised interest rates five times
between mid-2006 and March to

tme prices.

Japan trade fair draws
huge crowd

STAR BUSINESS REPORT

With special interests in Japanese
brands, quality conscious consum-
ers yesterday thronged [apan Trade
Fair 2007 at Bangladesh-China
Friendship Conference Centre.

From curious customers to
entrepreneurs who were looking
for possibilities of business part-
nerships with Japanese compi-
nies, everyone was found busy at
the fairthatends today,

Amran Hossain, a university
praduate, catne ta the fuir to buy a
quality cellphone set for himself.

"Seulfs are quite impressive
here," said Hossain, adding, "The
fuir is an assembly of many prod-
uets.”

Businessman  Mobashwer Al
was visiting the fair hoping to find
some poad companies for his
planned venture of importing
quality products from Japan for the
local market.

"I am here to find out compa-
nies teying to get distributors in
Bangladesh for their products,”
said Ali

Dominated by electronics
products, including multi-media,
computer accessories and other

home appliances, the three-day
show is expected to boost trade ties
hetween the two friendly nations.

fapan-Bangladesh Chamber of
Commerce and Industry (JBCCI)
organised the fair in association
with the Japanese Embassy and
Japan BExternal Trade
Organization (Jetro), The Daily
Star and Bangla language daily
Shamokal are the media partners
of the event.

*ltesponse is very good. People
are interested. Some new compa-
nies from Japan also came here o
pain better knowledge about the
market of Bangladesh,” said [THCCT
Viee President Abalual g

Statistics shows despite huge
trade imbalance, Bangladesh is
daing lictle to boast expores to the
lucrative Japanese market. On the
ather hand, Japan is making vigor-
aus efforts to market their products
here.

In 2006-07, Bangladesh
imported Japanese goods worth
US5690.36 million against exports
af USS 147.47 million.

However, Jetro says it is working
relentlessly to promote bilateral
trade between the two nations.

"To reduce trade imbalance,

Bangladeshi side has to make
eritical analysis of Japanese mar-
ket, understand requirements of
Japanese people,” said Jetro
Manager for Administration and
Research Liton G Sarker, adding,
public sector must play the role of
facilitator. '

Fle said Jetra also suppores
arrangement of Dangladesh fir in
Japan the sime way it supports in
arranging Japanese fair in
Bangladesh.

Bangladesh has prospects of
exporting home textiles, leathur
goods, handicralts, readymade
garments, centnicos arud jute gomly
to Jupan.

“In order 1o attract more invest-
ments in Bangladesh, the govern
ment should give clear ideas of the
country's situation to Japanese
investors,” said Abdul Hamid
Sharif, secretary general of
Bangladesh Reconditioned
Vehicles Importers & Dealers
Association.

Such fairs are good opportuni-
ties where husinesses of both the
countries can meet and under-
stand the qualities of products and
markets of both the countries, he
added.

IMF urges Sri Lan
cut fuel subsidies

AEP, Colomba

The International Monetary Fund
urged Sri Lanka on Friday to adopt
tough measures to cut subsidies,
especially on fuel, in order to sal-
vage the economy.

[n a report on the island's 27-
hillion dellar cconomy, the IMFE
said a decision to move out of a
monthly fuel adjustment formula
could put povernment [inances
under further pressure, should
plobal ail prices remain high.

The state-run Ceylon Electricity
Board i5 likely to incur financial
losses of about 20 billion rupees
220 million dollars) in 2007, as the

power monopoly is unable to
adjust its charges, the global finan-
cial lendersaid.

"Blectricity tariffs have fallen
well below cost recovery levels. A
large part of these losses was
financed by loans from public
banks, posing risks to the financial
sector,” the statement said.

Colombo has resisted raising
domestic fuel prices for fear of
putting upward pressure on con-
sumer prices.

The rate ofinflation exceeded 21
percent in August, as authorities
partially lifted fuel subsidies, which
in turn raised food prices, the IMF
said.

a to

The lender forecast average
inflation of 17,7 this year -- up from
9.5 percent last year -- and expects
itto easeto L1.5 percentin 2004,

The country's econumic growth
was projected at 6.0 percent, down
from 7.4 percent in 2006 and 6.0
percentin 2005,

"There are several
risks," the IMF said.

Despite high oil prices and
security uncertainty caused by the
protracted 35-year-old ethnic
conflict with the country's Tamil
minority the IME said the economy
remained resilient, lifting per
capita income to about 1,300 dol-
luars,

downside

Mamun Rasiin

The present caretaker government
has announced athree-year export
and import policy 2006-09. The
government also gave a nod w the
Export Development Strategy
Paper (EDSP) for the same term,
The Finance adviser is quite opt-
mistic that the new policy will
facilitate rapid import of essential
commadities and thus help keep
the price level stable. However,
maintaining a single digicinflation
level will likely be a major chal-
lenge for the government in the
coming days. On the other hand,
further liberalisation of import
policy, along with a few other
measures suppested here, may be
needed to boostexportgrowth.
feportedly, the main target of
the three-year impart paolicy is to
muobilise and strengthen the econ-
omy for distribution of goods 1o
consumers atfair prices and also to
faciliite cxpansion of export-
oriented industries and attract
foreign direct investment. The
ather peripheral objectives are
simplification of the import policy

under the shadow of WTO,

glohalisation and free maiket
econamy, paving the way for wide
technology-based import und
better synchronisation among the
import, industrial, export and
otherdevelopment policies.

frrowing down the list of
restricted items gradually to facili-
tate impaort of raw materials for
industries and ensuring supply of
quality and hygienic products
were alsoon the agenda,

On the other hand, the new
export policy outlines schemes to
encourage export by declaring an
annusl "Product of the Year” award.
Mareover, notable women export-
ers would be awiarded with a ' Na-
tional Export Trophy” or be identi-
fied as commercially imporiant
persons (CIP) To augment noo -t
revenues, raising the import-
related license and registration fees
would alsa be considered under the
proposed policy changes. The new
expart policy also states that the
number of ‘thrust sectors' will be
ratsed from five to six, while the
special development sectors will be
reduced from ten to nie.
Furthermore, several measure: will
he taken o umprove Bangladeshi

exporters’ global competitiveness
by reducing the cost of doing busi-
ness, which includes simplification
of procedures to release export
goods and comprehensive
improverment of the export infra-
structure. The BEDSP proposes
diversification of exports by provid-
ing special facilities Tor "export of
certain products such as
readymade garments, leather and
leather goads, frozen food, [CT
related procducts, light industry
output, pharmaceuticals, wea and
jute,

There is no reasonable ground
to maintain a stringent import
policy forancconomy thatisstillin
growing phase on the excuse of
protecting the domestic industry.
Understandably, the number ot
items under the restricted list has
been gradually reduced from 752
in the 1985-86 to only 25 items in
the latest policy. The argument for
adopting a stricter import policy is
losing it ground with the passage
of time, In fact, it has often been
found that some carrupt quarters
within the government and their
cronies in the business take unduoe
advantage of restrictive import

policy to sustain their uncompeti-
tive enterprises, producing low
quality goads and services, and
thereby, deprive the consumers of
better quality imported goods ata
competitive price.

Going forward one of the major
challenges for the country will be
meeting the growing demand for
open account transactions, which
is still missing in the current
import policy order. [n
Bangladesh, open account trans-
actions are still restricted to Type-A
industry in EPZ. However, this
should be selectively liberalized
for RMG factories in the face of
growing demands from interna-
tional buyers. Surprisingly, one
statistics shows that only
13percent of the world trades are
now consummated by using
FLetters of Credit, which at vne
point of time was 50 percent.
Mowadavs, doctumentary collec-
tion and open account procedures
are dominating cross bornder irade
settlements. Although documen-
tary collection is allowed in
Bangladesh bue g is still restricted
to importing capital machineries,
inchustrial ravw materials and per

ishable food items. Thig list also
requires to be expanded in near
future but immediately it should
cover at least the spare pares and
accessories of the capital machin-
ery to support the growing indus-
trialization ofthe country,

In India, anumberofduty remis-
sion and exemption schemes are in
place to fucilitate exports. While a
number of these schemes are open
to all exporters who use imported
inputs, several schemes are tar-
peted al sectors such as electronics
(hardware and software), agricul-
wiral products and services. Export
processing zones and export-
ariented units (which are now
special cconomic zones (SEZs))
also affer i holidays w investors,
India also provides expore assis-
tance through export insurance
and financing schemes by the
Expart-lmport Bankof (ndia.

Pakistan has alrendy realized
that couneries that are leadiong
exporiers also tend o have liberal
import policies, because they are
directly linked. Pakistan's import
stritegy is determined by several
considerations. Firstly, the
emphisis i5 on mmport liberaliza-

tion with a view to ensuring an
econamical supply of machinery
and raw material to the domestic
industry, so that the exportable
surpluses produced are interna-
tionally competitive both in terms
of price and quality. Secondly,
import of goods required for
enhancing public welfare at
affordable costs is being facili-
tiuted. Thirdly, essential items
especially food arve imported in
order to assure availability to the
public at reasonable prices.

There is a theory that restric-
tions on imports act as a [mx on
export production. They increase
the cost of inpurs to all industries
therehy reducing relative profic-
ability of exporting compared to
production for the domestic mar-
ket, As many other developing
countries such as India, Pakistan
aned Vietnam, which attempt to
profmnte exports inthe contextofa
restrictive trade regime, have
resorted to g number of meastires
to redress such anti-export bias.
When a country agtempis to pro-
mote exports side by side a pro-
tected trade regime in the dames-
e narket, 1S portant b assurne

Bangladesh's export-import policies and the way torward

uninterrupted duty-free access to
the imported intermediate inputs
needed for export production.
There are two tools widely used for
this purpose: export processing
zoneand importdutyrebate.

Over a long tme now, most
exports of Bangladesh have been
routed to two markets (USA and
Europe) and consisted of five to six
products. Product and market
diversification have already
become overdue issues, Similurto
develaping countries, product
development institute and export
bank should be developed imme-
diately under the government
auspices, At present, there are only
three business promotion councils
that exist for leather, 1T & light
engineering products.

Another important point worth
mentioning is that of export maxi-
mization under the rules of origin.
As per WO Agreement (Article 33),
the rule of origin s "AMrer the transi-
tion period the rules provide that
the origin of goods shall always be
the cauntry where the last substan-
tial transtormasion has been car-
ciedd out” Under this guidance,
nniey countries in the world have

developed their own rules ol origin,
Bangladesh is yet to develop its own
rules of origin and country specific
export strategy, specially targeting
South Africa and Russia.
Reorganization of export promo-
tion bureau and establishment of
trade facilitation centre are still in
the planning stage.

Lead time has always been a
eritical issue for Banglacdesh. The sale
dependency on Chittagong port
shonld be balanced on prionty basis
by making the Mongla port func-
tiomil. There have been discussions
for long on centrl bonded ware-
house and now its time o draw a
conclusivn, To hoost up exports,
preferential electricity rae during
pick hours can also be considered.
BMRE of jute and leather sectors with
an eye on the export murket can
significantly contribute toachieve the
export aspimation for the nation in
conclusion, it is Hme o revisit our
trace policies with aview tw bringing
halance bewween price stability n the
domestic market and expansion of
theexportmarketinthe daystocome.

3 o cobmmisl arid choban af 120
! stamhing cammittes on baniing
faeee e and practices,




