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Three state-run
banks eye IPOs

Sonali expects Tk 900 premium on Tk 100 share
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More News [

SK ENAMUL HAQ
Stephen R Bolze, president of
Power Generation Division of

global power giant General
Electric (GE) Company, says
Bangladesh is the world's
fastest growing small gas
engines market for power
developers. A

Third asset management
firm gets SEC nod

After a 10-year break the
stock market regulator yes-
terday allowed the third
asset management com-
pany, Venture Investment
Partner Bangladesh Limited,
for managing funds includ-
ing mutual. B-3

International ¥

UBS reveals another $19b
subprime drama

Swiss bank UBS revealed a
second round of subprime-
related writedowns of about
19 billion dollars on Tuesday,
becoming the world's worst-
hit bank in the US mortgage
crisis.

The latest writedown was
the biggest single subprime
hit so far worldwide, and
came on top of 18.4 billion
dollars (11.7 billion euros) the
bankwrotedownin2007. g_,

Contact Us -

If you have views on Star
Business or news about
business in Bangladesh,
please email us at
business@thedailystar.net
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SAIJADUR RAHMAN

The three newly-corporatised
state-owned banks -- Sonali,
Agrani and Janata -- have
sought the finance ministry's
approval to raise funds from
the primary market to shore up
their capital. The three banks
face a total capital shortfall of
Tk 6,500 crore.

A senior Sonali Bank official,
who did not wish to be named,
told The Daily Star, "In the
transitional period post-
corporatisation, we have
jointly proposed to tap the
market to meet our capital
needs.” The finance ministry
had earlier refused the three
banks, corporatised in
November 2007, to transfer
their profits to make up for a
shortfallin their capital.

SA Chowdhury, CEO, Sonali
Bank, the largest commercial
bank in the country with total
assets of Tk35,000crore In
September 2007, signed the
joint proposal. Sonali has
sought permission to raise Tk
1,000 crore by floating one crore
shares, each with a face value of
Tk 100, ata premium of Tk 900.

In fact, according to the
Supervision Report for July-
September 2007 of Bangladesh
Bank, theregulator for the bank-
ing sector, Sonali Bank faces a
huge shortfall of Tk 3,600 crore,
Agrani and Janata banks' short-
fallare Tk 2,000 crore and Tk 900
crore, respectively.

Officials attributed the huge
shortfall due to a continuous
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rise in accumulated losses and
non-performing or classified
loans. The accumulated losses
of the three banks cumulatively
stand at Tk 6,074 crore. The
NPLs of Sonali, Janata and
Agrani, as a percentage of their
total advances, were 30.33
percent, 14.63 percent and
29.37 percent, respectively, at
the end of September 2007.

State-owned banks not only
face capital shortfall but also
image and governance Crisis
due to unabated corruption
and malpractices by a section
of officials for years. Under the
nationalised commercial
banks reform programme, the
government corporatised
Sonali, Janata, and Agrani in
November last year, and put
the fourth bank Rupali on the
privatisation track.

The government then asked
these banks to submit a three-
year transitional plan to over-
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come the capital shortfall crisis
and improve their services to
sustain the competition. State-
owned banks have been con-
tinuously losing market share
and accounted for 32.7 percent
of the total industry assets in
2006 compared with 37.4 per-
centin 2005.

In their earlier proposal to
the finance ministry, the three
banks proposed three options
transfer of profit, offloading
shares in the capital market
and revaluation of assets to
make up their capital shortfall.
With the ministry refusing to
let them transfer profits, the
banks are left with just two
options. “But we prefer raising
funds from the market,” a
senior Sonali Bank official said.
“We will approach the SEC
after the finance ministry
approves the fund raising
plan,” he added.
sajjad@thedailystar.net

WB warns
East Asia
on food,
fuel prices

AFP, Singapore
Soaring food and fuel prices
are now East Asia's biggest
challenge, even more than
the US financial turmoil
which is roiling global mar-
kets, the World Bank said on
Tuesday.

In its half-yearly report on
East Asia, it said the region
could see an aggregate

income loss of one percent of

gross domestic product due
to price increases, which it
said were hitting the poor
especially hard.

"Dealing with high food
and fuel prices probably con-
stitutes a greater challenge to
governments in East Asia than
the financial turmoil in the
United States and a slowing
global economy," itsaid.

The bank defines East Asia
as including Southeast Asia
and most other countries in
the region, including China
butnotJapan.

Vikram Nehru, the bank's
acting chief economist,

warned higher commodity
prices are not about to ease

up, making it even more
urgentthat policymakers take
theright measures to alleviate
the burden on the poor.

"I think for all commodity
prices, this is not a short-term

problem,” he said during a

teleconference from Tokyo.
"There may be volatility,

they may come down for
awhile, but I think eventually
we are expecting a relatively

long period of elevated prices
in metals, in food and oil," he
said.
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AMRAN HOSSAIN

People throng BDR-run fair price shops at Agargaon Community Centre ground to buy subsi-
disedrice at 25-30 percent less than market rate.
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Yarn consumption jumps in Jan-Feb

With new factories coming up, knitwear sector hopes to grow 40pc this year

REFAYET ULLAH MIRDHA

« Yarn consumption jumped sharply in the first two

months of the current calendar year, reflecting
Bangladesh's knitwear sector's growing strength.

The Bangladesh Knitwear Manufacturers and
Exporters Association (BKMEA) says consumption in
January was 67 percent higher than what it was in the
same month a year earlier. In February, it jumped 35
percentthan the consumption in February 2007.

Yarnis the mainraw material used in knitwear prod-
ucts. Last year knitwear overtook woven products as
the country's largest single exportitem.

"The trend of yarn consumption in March is also
very high. We are looking at a year-on-year increase of
around 40 percent, " said MA Baset, managing director
of Southern Knitwears Ltd, based in Gazipur.

The country's knitwear sector witnessed huge
investment in the last quarter of the current fiscal
on huge orders from foreign buyers, industry own-
ers said. Investors attributed the Generalised System
of Preference (GSP) facility to such a boom in the
sector. Under GSP, developing countries such as
Bangladesh get tariff exemption on export garments
todeveloped markets.

Easy availability of fabrics and yarn in the local

arkets has prompted entrepreneurs to come up with
the increased investment proposals.

BKMEA's latest data show local suppliers can now
provide 90 per cent of the total fabricand 75 per cent of
the yarn requirement. As many as 15 knitwear facto-
ries are being added every month, said Fazlul Hoque,
president of BKMEA.

“l hope many more knitwear factories will come
into production soon given the opportunity that has
been thrown open for Bangladesh following the
appreciation of Chinese currency against the US dol-
lar,” Hoque said.

At present, there are over 1,700 factories in
Bangladesh. But BKMEA has just about 1,350 mem-
bers. The Chinese Yuan appreciated oversix per centin
2007 and at least three per cent in the first two months
against a fast falling US dollar, some media reports
said.

As per BKMEA data, Bangladesh consumed 582.69
million kgs of yarn per day in 2005-06 fiscal against
424.18 million kgs per day consumption in 2004-05
fiscal. Such consumption in 2003-04 fiscal was 323.44
million kgs per day, while in 2002-03 fiscal it was
244.27 million kgs perday.

reefat@thedailystar.net

Weak exports may pull down China growth: WB

AFP, Singapore policymakers who have strug-

gled to cool the economy
despite a raft of measures

"""""""""""""""""""""""""""""""""""""""""""

China’s economic growth will

slow to an estimated 9.4 per-
cent in 2008 from 11.4 percent
last year, ending five straight
years of double-digit expan-
sion, the World Bank said
Tuesday.

Growth next year is pro-
jected to ease still further, to 9.2

percent, with the slack partially
offset by robust domestic

demand, the Washington-
based institution said in a half-

yearly report on the East Asia

region.

The slower growth, a result
of weaker exports, will likely be
welcomed by Beijing

aimed at averting overheating,
the bank said.

"While the uncertain global
outlook may slow China's
exports, the country's growth is
expected to remain robust, and
the authorities are well posi-
tioned to stimulate demand if
needed," itsaid.

"This growth rate reflects
not only the ability of Chinese
exporters to seek alternative
export markets but also the
growing role of domestic
demand."

The Chinese economy held
up In 2007, posting its fifth

straight year of double-digit
expansion despite slowing
exports, especially to the
United States, the reportsaid.

However, inflation rose last
year and showed no signs of
easing this year because of
higher food prices, which
were made more pronounced
due to tight pork supplies, it
said.

"With households spend-
ing on average more than
one-third of their incomes
on food, the food price hikes
have affected purchasing
power, particularly of the
urban poor and some rural
groups, although higher
food prices benefit net food

producers in rural areas," it
said.

"In addition, international

Phnom Penh adds:
Cambodia's economic growth
i1s expected to slow by more

prices of energy, industrial
materials and agricultural
products continue to rise and
will gradually exert their influ-
ence ondomestic prices.”
Premier Wen Jiabao and
other officials have repeatedly
called for the stabilisation of
food prices, voicing worries
that rising costs of food could

lead to social unrest.

The Chinese government
has targeted eight percent
economic growth for this year

while aiming to maintain infla-

tionat4.8 percent.
Another report from

than two percentage points
this year to 7.5 percent due to
high inflation and a downturn
in garment exports, the World
Bank said Tuesday.

The economy grew by 9.6
percentin 2007, but growth this
year will be held back by weak-
ness in the garment sector,
Cambodia’s largest source of
foreign exchange, the bank
said.

The garment industry grew
only 8.0 percent last year after
suffering a dismal fourth quar-
ter that saw orders plummet by
nearly half, itsaid.

Biman listing
likely to hit
regulatory snag

SOHEL PARVEZ

State-owned Biman
Bangladesh Airlines plans to
list on the stock markets
through a public offer of
shares may encounter a regu-
latory hurdle. The Direct
Listing Regulations of Dhaka
Stock Exchange require a
company to be profit-making
in at least three of the imme-
diate past five years to be
eligible for getting listed.
Biman Chairman Mahbub
Jamil, who is also Special
Assistant to Chief Adviser
Fakhruddin Ahmed, had on
Monday, said the government
planned to sell 49 per cent in
Biman to raise funds for the
cash-strapped national car-
rier. “The offerwill also create
a remarkable impact on the
stock markets,” he had said.
While Biman has an
authorised capital of Tk
15,000 crore, much more than
the regulatory requirement of
Tk 10 crore, it has been post-
ing continuous losses for the
last many years. For the year-
ending June 2007, the losses
were to the tune of $100 mil-
lion (about Tk 700 crore). .
Biman's rivals, however,
expressed mixed reaction on
the national carrier’s plan to
tap the primary market. Hanif
Zakaria, area manager for
Emirates in Bangladesh, said
selling shares to public would
bring better results for Biman
since it would then focus on
profitability. “It will employ
more commercial-minded
people, which in turn, will
improve Biman's service
standard,” he said.

Emirates, which is the
market leader in Bangladesh,
feels there is enough business
for every airline. "The market
Is growing and everybody will
benefit from this,” Hanif said.

“The move will enable
Biman to be stronger and
help it become competitive,”
said M Haider Uzzaman,
Chairman of Best Aviation
Ltd, a new private domestic
airline, which launched oper-
ations in January this year

While the Dhaka Stock
Exchange listing regu-
lations require a com-
pany to post profits for
at least three years in
the immediate past five
years, Biman has been
posting losses for the
last many years
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and now expects to fly aboard
in the coming months. “Peo-
ple (investors) will be more
interested in the business,
and it will bring dynamism in
Biman's operation,” he said.
Not all rivals, however,
agree with Hanif and Haider.
Shahab Sattar, managing
director of country's biggest
private operator GMG
Airlines, feels the move will
not mean much if manage-
ment control remains in the
hands of government.
Sohel@thedailystar.net
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