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More News %u%
Tech alters ways of greeting

[n the era of booming mobile
phone technology, it has
now become a matter of
debate whether your way of
wishing by paper card to
someone special was better
before than now. Some pre-
fer short messages from a
handy device to paper-card
greetings.
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Stocks close nearly flat

Dhaka stocks wrapped up
the week almost flat yester-
day, with the majority of
securities closing up. The
benchmark index of Dhaka
Stock Exchange, DSE
General Index, rose 2.48
points, or 0.08 percent, to
2838.54 points, while the
DSE All Share Price Index
increased 1.25 points, or 0.05
percent, to 2396.8 points.
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International E»E;;’;

British bank Lloyds TSB
announces HBOS takeover

British bank Lloyds TSB
announced on Thursday it
was taking over distressed

rival Halifax Bank of

S{:oﬂand (HBOS) in a 12.2-
billion-pound (15.4 billion

€uro, 21.8 billion dollar)
deal,
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Costly accessories erode

RMG profit margin

Workers manufacture polyb;gs, one of the major garment accessories, to be used for wrapping gar-
ment items. Prices of RMG accessories increased both in local and international markets.

REFAYET ULLAH MIRDHA

Profit margins on the export of
RMG items will erode further
as the prices of garment acces-
sories have increased both in
local and international mar-
kets, said a major manufac-
turer.

Garment manufacturers in
Bangladesh are largely
dependent on the interna-
tional market for garment
accessories, market operators
said.

President of Bangladesh

Corrugated Carton and
Accessories Manufacturers'

and Exporters Association
(BCCAMEA) Safiullah
Chowdhury said the prices of
accessories on the world mar-
ket increased more than 50
percent over the last one year.
Prices increased 30 percent on
the local market in the same
period.

Major accessories, which
are used in exportable RMG
items, include polybags, plas-
tic hangers, cartons, labels,
zippers, stone, lace, buttons
and stickers.

Chowdhury also said the
local manufacturers spend 15-
18 percent of total export value

of their exportable RMG prod-
ucts on accessories.

"Local companies are able to
meet 70 percent of total domes-
tic demand for accessories, and
the rest of the accessories are
imported from abroad,”
Chowdhury said, adding that
the members of BCCAMEA
supplied garment accessories
of Tk 7,500 crore to the local
manufacturers last year.

"In the country's RMG sec-
tor, the rate of value addition is
as low as 30 percent due to
higher prices of garmentacces-
sories. Bangladesh is mainly
interested in producing basic

Highlights

® AS50 percentrise in
world prices

@ A 30 percent rise in
prices on the local
market

® Major accessories:
Polybags, plastic

hangers, cartons,
labels, zippers, stone,
lace, buttons and

@ stickers.

Accessories account
for 15-18 percent of
@ total export value

Local firms meet 70
@ percent of demand

garmentitems,” he said.

Khalilur Rahman, managing
director of KDS Accessories,
one of the largest makers of
garment accessories in the
country, said garment accesso-
riesinclude alotofitems.

“Investments are coming to
meet growing demand for
accessories as the country has
already turned into a. global
garments outsourcing hub,”
Rahman said.

Local RMG manufacturers
have no other way but to
import capital machinery, raw
materials, dyes, chemicals and
fabrics for producing RMG

1tems.

As a result, the local RMG
exporters can hardly compete
with other RMG exporting
nations said the local manufac-
turers.

Those countries produce
their own raw materials and
capital machinery.

In fiscal 2007-08,
Bangladesh earned $10.69
billion from RMG exports.
Bangladesh spent almost a
third of export value for
Importing accessories, raw
materials, capital machinery,
dyes, chemicals, fabrics, yarn
and cotton.

More than four million bales
of cotton of $1 billion were
imported mainly from
Uzbekistan last year, said
BTMA President Abdul Hai
Sarker.

An official with Bangladesh
Textile Mills Association said
textile machinery worth $145.8
million was imported in the last
two and a half months.

Moreover, the price index of
Bangladesh's RMG products
declined more than 1 percent
last year, although locally the
cost of production increased
more than 15 percent.

"But charges for making a
garment item either declined
In some
stable over the last two years as
international buyers are not
willing to pay more,”
major manufacturer.

reefat@thedailystar.net
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BSRM embarks on
billet-making project
Factory to cost Tk 277cr

the ultimate steel

KAWSAR KHAN

BSRM Iron and Steel Co
Limited (Bisco), the newly
established concern of BSRM
Group, has started construct-
ingabilletfactoryatacostof Tk
277 crore, in a bid to supply raw
material to its steel manufac-
turing plant.

The group claims that the
factory would be the largest
billet manufacturing plant in
the country.

BSRM Steels Ltd (BSL),
another concern of BSRM
Group, will use the billet pro-
duced in the new factory as raw
materials for manufacturing
500-grade steel rods. BSL is the
country's only manufacturer of
500-grade steel rod.

"The entire annual produc-
tion of the factory, whichis 1.52
lakh tonnes, could easily be
used by BSL," said Aameir
Alihussain, director of BSRM
Group.

"Since BSL has huge
demand for billets, there will
still be a supply shortage even
after we have consumed the
total production of Bisco,” he
said.

BSL's annual demand for

billetsis4 lakh tonnes.

Bisco is constructing the
billet factory on a 2.7-acre plot,
located near Meghna
EngineeringWorks, the group's
lone billet factory in
Chittagong, the company offi-
cials said. The factory is set to
go into production in one year.

"The volatile steel prices on
the international market
demand that domestic invest-
ments should be undertaken
for manufacturing billet in the
country,” BSRM Group said in
astatement.

Costs of locally manufac-
tured billet would be around Tk
8,500 cheaper than the
imported billet, company
officials said.

In a bid to arrange funds for
the factory, the company has
recently signed a memoran-
dum of understanding with
Industrial and Infrastructure
Development Finance
Company Limited to get a
syndicated loan financing of
around Tk 193 crore.

The sector people said there

are around 10 billet factories in
the country.

kawsar@thedailystar.net

Credit demand fuels

BB stepsinto
calm worries

STAR BUSINESS REPORT
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The central bank has identi-
fied excessive credit growth,
both in government and pri-
vate sectors, over the last few
months as the probable rea-
son for the current inflation
worries and rising food prices,
officials said.

Bangladesh Bank (BB) also
found that commercial banks
are increasingly becoming
dependent on the central
bank to meet growing credit
demand for financing invest-
ment ventures. The BB has,
consequently, made the
money from the bank cost-
lier.

As a move to discourage the
banks to borrow from the cen-
tral bank, the BB has hiked the
Repo rate after more than three
years. The central bank,
through Repo auction,
injected over Tk 2,100 crore at
8.75 percent interest rate on
Wednesday, raising the rate of
8.50 percent that prevailed
over the past three years.

According to BB data, the
credit growth over fiscal 2007-
08 was 26.11 percent and 30.41
percent in private and govern-
ment sectors, respectively.

The credit growth for the
private sector rose 1.07 per-
cent in July 2008 compared to
0.46 percent in July last year,
while the credit growth in the
government sector in July this
year rose to 3.16 percent from

2 99 percentoflastyear.
The BB reset the interest

July '07

June '08

inflationary pressure

Figure in taka crore
July '084 % change July to July

205,824
37,121

j 246,768
46,999

252,007 |
48,484

151,466

rate on Repo auction at 8.75
percent Wednesday from the
prevailing 8.50 percent on its
lending of fresh funds to com-
mercial banks and non-
banking financial institutions
(NBFIs).

“The BB has increased the
interest rate for Repo (repur-
chase agreement) auction
Wednesday to discourage
banks and non-bank financial
institutions to borrow from the
central bank,” a senior BB
official said.

“This is a temporary mea-
sure. The BB has increased the
interest rate for Repo auction
considering the overall liquid-
ity situation in the money
market,” the official said.

The interest rate for Repo
auction has been increased to
give banks a signal that they
(banks) should lend by their
own funds, not by borrowing
from the BB, he added.

The central bank found that
banks are financing more and
more on trading and are get-
ting involved in risky lending
by crossing the BB set limit,
restricting them form lending
more than 82 percent of their
deposits.

According to BB statistics,
most of the private commer-
cial banks have been found
lending more than 82 percent
of their deposits. Some other
banks' lending has been found
surpassing their deposits,
meaning that they rely on

190,136

192,176

borrowing from the BB for
meeting their demand for
cash.

“The BB has started making
a list of banks that are violating
central bank's set limit for
lending,” another BB official
said.

The central bank would also
consider applying other tools,
if the banks do not rein in their
soaring credit financing, he
said.

The BB is also worried with
the soaring inflationary pres-
sure. According to govern-
ment data, inflation reached
10.04 percent on point-to-
point basis in June from 7.44
percentin May 2008.

Meanwhile, fund managers
of different commercial banks
said the inter-bank call money
rate remains stable for the last
two days after its hike to 18
percenton Monday.

“The call money rate hov-
ered between 12 and 14.5 per-
cent today (Thursday),” said a
fund manager at state-owned
Janata Bank. He said the banks'
demand for liquidity is more
than thatofthe NBFIs.

Some banks still have a
huge demand for liquidity due
to customers' demand for
cash ahead of the Eid festival.
The National Credit and
Commerce Bank sought Tk
190 crore from the BB through
Repo auction yesterday, said
an official of the bank, to meet
the demand,

Leasing firms grapple with default loans

SAJJADUR RAHMAN

Default loans of leasing com-
panies rose significantly -- by 2
percentage points --between
March and June this year,
according to Bangladesh Bank
(BB).

Such loans reached Tk 790
crore, or 8 percent of Tk 9,667
crore the companies lent as of
June 30, 2008. These classified
loans account for 6 percent of
the total loans in March the
same year, BB officials said.

The central bank in separate
letters recently has asked some

seven leasing companies,
which have high amount of
default loans, to speed up their
drives to recover the loans as
soonas possible.

These companies are Saudi
Bangladesh Industrial and
Agricultural Investment Co Ltd
(Sabinco), International
Leasing and Financial Services
Ltd, Bangladesh Industrial
Finance Co Ltd, Union Capital
Ltd, Fareast Finance and
Investment Ltd, Oman
Bangladesh Leasing and
Finance Ltd and Industrial
Promotion and Development

Coof Bangladesh.

There are 29 leasing compa-
nies operating in Bangladesh,
total investment of which is
around Tk 10,000 crore,
according to the market play-
ers. They said the financial
institutions that are bad-loan-
hit are struggling to get their
loans repaid.

“We have planned to take
legal actions against the
defaulters. Already we have
served notices to some of the
big defaulters to repay the
amounts they borrowed,”
Ramendranath Paul, manag-

ing director of Union Capital
Limited, told The Daily Star.

He, however, admitted that
declining business confidence
and infrastructure constraints,
i.e., erratic supply of gas and
power, hinder their business
and Investment growth and
recoverymoves as well.

A senior official of the
International Leasing and
Financial Services Ltd said,
“Businesses are struggling hard
to sustain in the wake of hike in
oill and raw material prices in
theinternational market.”
sajjad@thedailystar.net

Mobile operators get fewer customers

SIX companies
post 45pc
decline

STAR BUSINESS REPORT

Customer acquisition by the
six mobile phone operators
dropped 45 percent to 0.6
million in August from 1.1
million in July.

Bangladesh
Telecommunication
Regulatory Commission
(BTRC) data showed that not a
single customer was added to
Grameenphone's network in
August. The mobile company's
customer base remained
unchanged at 20.84 million
during the month.

The company officials said
ithappened as GP strictly com-
plied with BTRC's re-
registration process. As per the
company's customer acquisi-
tion process, GP considers a
customer 'active’ when he or

MOBILE PHONE SUBSCRIBERS

Operators

Active Subscribers (July)

Active Subscribers (Augusl)

_Grameenphone
“Banglalink
Aktel
Wand
Cllycell
Teletalk

- 2084
9.90

798
3.48
1.67
0.93

2084
1017

in August, followed by
AKTEL'S 8.14 million, adding
0.16 million in August.

[n terms of subscriber base,

top three companies

v
b
3

368__
168
0.89

Total

Source: BTRC

44.8

she remains with the com-
pany's network for three
months after getting con-
nected.

So the new customers who
signed up for Grameenphone
connection will be added to
the existing customer base at

the end of September.
“The unchanged customer

base is due to a general market
slowdown, strict compliance
with proper registration and a
bar on non-registered custom-
ers after the end of BTRC dead-
line,” said Anders Jensen, chief
executive officer of

Grameenphone.
BTRC data showed that the
number of mobile phone sub-

454

in rmallion

scribers reached 45.4 million
in August, which was 448
million and 43.7 million in July
and June, respectively.

Earlier, in August last year
BTRC issued an order to
Grameenphone, AKTEL,
Banglalink, Citycell and
TeleTalk to re-register custom-
ers who bought connections
before February 28, 2006.
BTRC extended the deadline
four times, which finally ended
onMay3l.

According to BTRC data, the
top three operators are still
dominating the market.

Banglalink, the market's
second largest operator, has a
customer base of 10.17 million
with an addition of0.27 million

Grameenphone, Banglalink
and AKTEL dominates more
than 90 percent of the market,

according to the BTRC.
The other three other opera-

tors -- the country's oldest
mobile operators Citycell,
state-owned Teletalk and UAE-
based Warid -- hold the rest of

the marketshares.
The top three operators

hold 39.154 million until
August 2008, while the rest
three hold only 6.25 million.
According to BIRC, Teletalk
lost 0.04 million customers in
August. The company’s customer
basewas0.93 millionin July.
Citycell's subscribers
increased 0.01 million to 1.68
million in August from 1.67 mil-
lion in July 2008. Warid subscrib-
ers reached 3.68 million at the
end of August, while the com-
pany's subscriber base was 3.48
million by the end of July 2008.
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