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The Baily Star
Global shares extend gains

S'pore to spend $14b
on new rail lines

on US stimulus deal

AFP, New York

world stock markets rose further
on Friday as a quick agreement by
US leaders on a stimulus package
eased concerns over the fallout
from a weakening US economy,
dealers said.

As a volatle week drew to a
close, the rebound on Asian and
European markets picked up
steam with key bourses recoup-
ing some of the heavy losses
sustained over worries of a US
recession.

The White House and leaders in
the House of Representatives, led
by the rival Democratic party,
reached a surprisingly quick deal
Thursday aimed at shoring up an
economy wracked by housing
sector turmoil.

Tokyo's benchmark Nikkei-225
index closed up more than four
percent, extending gains for a
third day, but it was still down 1.68
percent from a week ago and
nearly 11 percent since the start of
the year.

*The worst period appears to be
ending for now. The mood of panic
has been fading,” said Toshikazu

Horiuchi, an analyst at Cosmo point in its benchmark interest SE]““EI sometime in the near impact on consumers when sala- bound.
Secunities. Iate. ; 9k LS, ‘ ] , | riesare notrising," Hiroko Ota, the MoneyMarket : . |
Hong Kong closed up 6.7 The White House had earlier All eyes will be on a regularly | . o . o nd fiscal policy minis- Overnight money market was tight this week and the rates, which eased

percent on Friday after slipping
Thursday in the wake of French
financial giant Societe
Generale's shock announce-

ment that a rogue trader caused
losses of more than seven billion
dollars.

But dealers rejoiced on seeing
the limited fallout to European
equities from the Societe Generale
fraud case, one of the biggest in
history.

“The Hong Kong market has
been crazy. It tends to overreact to
all news out there," said Jackson
Wong, investment manager at
Tanrich Securities.

In early European trade Friday,
London's FTSE 100 index of lead-
ing shares rose 0.83 percent to
reach 5,924.50 points. Frankfurt's
DAX 30 climbed by 2.29 percent to
6,977.36 points and in Paris the
CAC 40 rallied 0.89 percent to
4,958.91.

Europe's main stock markets
had closed sharply higher on
Thursday -- with gains of between
4.75and 6.04 percent.

The 150-billion-dollar US stum-
ulus package, which comes in an
election year, includes tax rebates
and business incentives. Earlier
this week the Federal Reserve made
an unprecedented emergency cut
of three-quarters of a percentage

been expected to have a hard time
in getting a congressional accord
butit came quickly,” said Toshihiko
Matsuno, who is in charge of mar-

ket research at SMBC Friend
Securities.

"But this is positive news only
for now,” he said. "Longer-term
concerns over the US economy still
linger.”

All major Asian markets posted
gains on Friday, with Sydney shoot-
ing up more than five percent.

“Traders waded into still murky
waters looking for treasure, lifting
the market across all sectors
higher," CMC Markets senior
dealer DominicVaughan said.

The US economy has been hitby
rising defaults on mortgage pay-
ments by “subprime” customers
who were issued loans during the
last housing boom despite patchy
credithistories.

Economists fear that the result-
ing heavy losses to financial inst-
tutions will turn off the flow of cash
feeding into the wider economy as
the companies struggle to contain
their losses.

"Fundamentally, nothing has
been sorted out,” said Hirokazu
Fujiki, strategist at Okasan
Securities. "It wouldn't be a sur-
prise if there is another wave of

scheduled two-day Federal
Reserve meeting starting Tuesday,
which analysts expect to slash
interest rates even further.
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Chairman of Prime Bank Ltd Azam J Chowdhury speaks at the 'Annual Business Conference-2008' of the bank on

in decade

AFP, Tokyo

Japan saw the fastest rate of infla-
tion in almost a decade in
December amid soaring oil prices,
data showed Friday, but the central
bank said it will hold low interest
rates amid global uncertainty.

The world's second largest
economy has struggled for the past
decade to put an end to deflation,
which drags down growth by giving
companies and consumers incen-
tive to wait to spend their money.

Japan's core consumer price
index (CPI), which excludes vola-
tile prices of perishable food, rose
0.8 percent last month from a year
earlier, the third consecutive
monthly gain, the government
said.

It was the fastest increase since
March 1998 and surpassed a 0.6
percent gain forecast by econo-
mists.

But the government and ana-
lysts said the figure was hardly
good news for Japan as the spike in
prices was largely due to volatile
global prices in oil and raw'materi-
als.

"Arise in prices that are close to
people's lives will have a negative

ter, told reporters.

Ota stressed that the December
gain did not signal an end to defla-
tion, noting that prices fell 0.1
percent when excluding energy
and food.

"We still can't say we are taking a
big step forward to exiting defla-
tion," shesaid.

For the whole of 2007, core
consumer prices were unchanged
from the previous year.

January prices in Tokyo, a key
sign of nationwide trends, rose 0.4
percent from a year earlier for a
third consecutive month of growth.

Month-on-month, the
December nationwide index was
up 0.3 percent but the Tokyo price
was down 0.4 percent, the first fall
in sixmonths.

The Bank of Japan until 2006
maintained an unusual policy of
keeping interest rates effectively at
zero in a bid to defeatdeflation. The
current 0.50 percent remains the
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Steve Banner, chief executive officer of HSBC Bangladesh, and Mashiur
Rahman, managing director of IFIC Bank Ltd, exchange documents after
signing a correspondent banking agreement between the two organisa-
tions. Mohammad Abdullah, deputy managing director of IFIC Bank, and

PHOTO: HSBC

other senior officials from both the sides were also present.

PHOTO. MIDAS FINANCING
MIDAS Financing Ltd has opened a branch office on Sirajuddaula Road in
Narayanganj recently. Chairman of the company Md Ikramullah inaugurated
the branch, while senior officials were present.

UK sets out plan to fix

global financial system

AFP, London

British Prime Minister Gordon
Brown set outhis plan to reform the
international financial system and
restore stability to markets around
the world in a Financial Times
comment piece Friday.

Writing as hundreds of
policymakers and business leaders
were gathered in Davos, Switzerland
for the World Economic Forum,
Brown -- who served as Britain's
finance minister for a decade before
succeeding Tony Blair in June --
wrote there was now a window of
opportunity toimplementchange.

Brown was himself set to
address the Davos event later on
Friday morning, and take partin a
round-table discussion in the
afternoon.

According to him, recent turbu-
lence in the financial markets,
which he described as the global

than a decade”, has "exposed four
big questions and issues for
policymakers around the globe."

Those four issues were a transpar-
ency deficit throughout the financial
system, a lack of cross-border co-
operation between national regula-
tors, the role of fiscal policy in sup-
porting monetary policy, and the
threat of protectionism.

Brown wrote that countries “now
need not only strengthened
national regulatory frameworks, but
also strengthened international co-
operation ... We need a clearer, more
authoritative watchdog.”

"The International Monetary
Fund (IMF) should be at the heart
of this reform ... To be effective for a
new era, the IMF should act with
the same independence as a cen-
tral bank -- responsible for the
surveillance of the world economy,
for informing and educating mar-
kets, and for enforcing transpar-

AFP, Singapore

Singapore will spend 20 billion
dollars (14 billion US) to further
upgrade its public rail network, the
Minister for Transport said Friday.

Raymond Lim said two new lines
will be built. The Thomson Line will
head north from the business district
to Woodlands, across from Malaysia,
while the Eastern Region Line will
provide alink to Changiin the island-
state's east, hesaid.

The new lines will be finished in
2018 and 2020, adding 48 kilometres
(30 miles) to the network.

Last April the government
announced it would spend 12 bil-
lion dollars on a 40-kilometre (25-
mile) Downtown Line. Lim said
completion of that line will be accel-
erated, from 2018 to 2016.

A 33-kilometre "Circle Line”
currently under construction will
open one year earlier than expected,
in 2009, Lim said.

Along with the new lines, two of
the existing three lines will be

extended, the minister said. A one-
kilometre extension will provide a
link to the southern Marina Bay
area, where work on a second
Singapore cruise ship terminal is
likely to start next year.

A separate l4-kilometre exten-
sion to the west will end at Tuas,
which is a border crossing to
Malaysia. :

"Together with the rail lines now
under construction, the new rail
lines will double our network from
today's 138 kilometres to 278 kilo-
metres in 2020. We expect our rail
network to carry three times as
many journeys, rising from today's
1.4 million a day to 4.6 million in
2020," Lim said.

The city-state has also
announced improvements to its
public bus service.

Making public transport the
centrepiece of Singapore's trans-
port system will be crucial to keep-
ing congestion in check and pro-
tecting the environment in the
world's second most densely popu-
lated country, Lim said earlier.

~ Weekly Currency Roundup

January 21-January 24, 2008

Local FX Market

The US dollar/BDT market was a tight this week, fueled by ample

demand for customer payments. The USD/BDT rate however was range

at the star of the week, again went up near the end of the week.

International Markets

The week was shrouded by the continued slump in the worldwide stock
markets and an emergency rate cut by the US Federal Reserve to prevent
the US economy from going into arecession. On Monday, stock markets
around the world were hit by panic sell-offs by investors, causing
European and Asian indices to fall by massive levels. The Bombay Stock
Exchange had to stop trading for an hour because of investor demon-
strations. Everyone was concerned that the US economy will soon go
into a recession and the effect will have a cascading effect on other

economies as well.

may in the shortrun.
Commodities

Gold prices again went up above the $901 mark, with the continued
weakness of the US dollar and the sudden rate cut by Fed. Oil prices
however receded and remained below the $90 a barrel mark, as the
market expects consumptions to go down if the US goes into a reces-

sion.

As an emergency measure, the US Fed cut its benchmark interest
rate by 75 basis points, bringing rates down to 3.5 percent. This provided
a respite and most stock markets recovered from their previous day's
slumps. The Fed was expected to cut interest rates in their next weeks
meeting, but took an immediate action because of the collapse of the
stock markets. The Fed is also expected to cutinterest rate by asmuch as |
50 basis points in their meeting next week, but the decision will also
depend on the performance of the stock markets in this week.

May economists feel that the rate cut was a panic action rather than a
well thought out plan. However it did have the desired effect, although

- Stam:jard Chartered Bank

Thursday in Dhaka. Directors, managing director and other senior officials were present.
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