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New local
boss for
Ericsson

STAR BUSINESS DESK

Ericsson, the dominant
provider of telecom technol-
ogy used in Bangladesh, has
appointed Per-Henrik Niel-
sen as managing director of
its operations here, accord-
ing to a company statement
yesterday.

Nielsen, a postgraduate in
engineering who studied
export engineering, interna-
tional marketing and eco-
nomics from Copenhagen
University College of Engi-
neering in Denmark, has 15
years of industry experience,
after roles in Europe and
South America.

He was formerly the vice
president of consulting, sys-
tems integration and mult-
media for an FEricsson unit
based in Argentina, a position
he held forthree years.

“We have an innovative
and experienced team here,
and I believe we will be able
to play a very constructive
role in developing the essen-
tial telecommunications
infrastructure in Bangla-
desh," said Nielsen.

He succeeds Hakan Rusch
at the nation's branch of the
global provider of technol-
ogy and services to telecom
operators.

Non-economic
constraints
threaten RMG
sector: EU

Bss, Dhaka

The European Union (EU)
has identified some non-
economic constraints as
prime challenges to sustain-
able growth of the country's
apparels sector.

The EU in its quarterly
bulletin, published in July,
pinpointed on labour and
political unrests as major
hurdles, which need to be
addressed.

The EU also raises con-
cern over the stiff competi-
tion from other countries in
the region and cautioned

about power crisis, but
marked the non-economic

issues as the major chal-
lenges.

"The country has shown
remarkable resilience in the
past and is likely to over-
come its current difficulties
if there are no other non-
economic constraints such
as labour unrest, political
turmoil or disruption to
shipping," the bulletin said.

1

AMRAN HOSSAIN

Workers carry goods out of a warehouse of Trading Corporation of Bangladesh at Tejgaon in Dhaka. Commerce Minister Faruk Khan yesterday inaugu-
rated the state-run company's distribution of 'fair-priced' commodities to 1,819 dealers from 12 points across the country ahead of Ramadan.

Top companies wrestle
energy crisis to ground

SAJJTADUR RAHMAN

Top industrialists have decided to

TUrnover.

The industrial sector is faced
with a serious setback due to severe
gas and electricity crises. Invesi-

lending rates -- 11 percent to 14
percent -- for loans to industries
also reduce the competitiveness of
thelocalindustries.

sands of crores of taka in invest-
ment in different industries. We are
trying to find alternatives to the
energy crisis,” said the official,

SEC body to jaw over
margin-call rules

SARWAR A CHOWDHURY

The Consultative Committee of Securities and Exchange
Commission (SEC) sits today to decide whether to relax a
strict valuation policy on the portfolios of investors who trade
onmargin.

Merchant bankers say the policy, put in place four months
ago, pushes too many investors to either sell off their hold-
ings on the day after stock prices drop if these were pur-
chased using margin loans, or else to immediately put up
more cash as collateral.

The sales, also known in the market as “trigger sales,”
calculate percentage of debt an investor can have to maintain
his or her margin requirement with his or her broker.

Most of the stocks in the Bangladesh's market trade at
multiples of net asset value (NAV. The margin calculation
based on NAV asks a broker providing credit to determine
value of a stock portfolio by adding the market value to NAV
and dividing the sum by two.

Computation of the portfolio's value is necessary to check
the balance between the loan and its equity value by compar-
ing the unpaid share values with those that are fully paid for.
The credit-providing brokers must then ensure the margin-
loan maintenance of each client.

The leverage rules allow investors to buy more than they
can afford. For example, a trader asks his broker to buy a
share of a company at Tk 200, using Tk 100 as his own money
and Tk 100 as margin loan.

If the company's NAV is Tk 80, and the value of the stock is
unchanged on the next day, the trader will be in the danger
zone that will cause a trigger sale.

The broker must calculate the market value to maintain the
margin requirement not at Tk 200, but at Tk 140 [(Tk 200 + Tk
80)/2]. The equity of the client now stands at Tk 40, showing a
marginratio of40 percent [Tk 140 - margin loan Tk 100 =Tk 40].

"We request the commission to abolish the NAV-based
valuation policy altogether," read a letter of the merchant
bankers that was submitted to the SEC in May this year.

The SEC referred the issue to the consultative committee,
which has representatives from Bangladesh Bank, Dhaka
Stock Exchange, Chittagong Stock Exchange, Bangladesh
Association of Publicly Listed Companies, Institute of Char-

use a four-pronged strategy --
involving furnace oil, lower bank-
lending rates, lower margin and
strict cost controls -- to offset the
losses amid the crisis in natural gas
supplies.

Industrial conglomerates such
as Abul Khair, PHP, Nasir, Akij and
Jamil groups took the decision to
keep their business units afloat.

“We sat at a meeting four
months ago to discuss how to run
our business in the face of the
energy crisis,” said Nasiruddin
Biswas, chairman of Nasir Group
that has business from tobacco
manufacturing to float glass and
energy saving bulbs.

“Some banks have already agreed
to lend us at 9 percent to 9.5 percent
instead of 12 percent,” he said.

According to estimates, these
five conglomerates have nearly $3
billion in their combined annual

ments worth hundreds of crores of
taka have been stuck because of no
gas connection and a poor electric-
ity supply. The business houses are
experiencing increased demand
from national and international
buyers, but the energy crisis is
blocking the potential, according to
industrialists.

Some major factories have
installed their own power genera-
tion units to overcome the electric-
ity crisis, but this power costs three
times more than the power compa-
nies'. And the use of furnace oil, an
alternative to gas, would cost the
industries five times more.

For the past several months, gas
suppliers stopped new connec-
tions and the existing industries are
not getting required gas due to low
pressure.

The banks' relatively higher

“We know that our profit margin
will go down, but it is better to run
the business units than sitting idle,”
said Nasiruddin Biswas.

He is happy to see that the banks
have come forward to help the
industries with a single digit inter-
estrate.

A Tk 700 crore tube and glass-
ware factory of Nasir Group cannot
start production due to the gas
crisis. The business has to count Tk
7 crore every month to the bank.

A top official of Dhaka Tobacco,
owned by Akij Group, said some of
their industries are in a very bad
condition due to the gas crisis.

Akij has invested more than Tk
50 crore in a ceramics and tiles
factory on Dhaka-Manikganj Road,
but it is not getting a gas connec-
tion for months.

“We cannot sit idle with thou-

requesting not to be named.

The chief executive officer of
Mutual Trust Bank, however, said
he could not slash the interest rate
without a reduction in cost of fund
that hovers between 9 percent and
10 percent.

“Deposit cost is still high up to
9.5 percent. If I don't give a good
rate, I will lose deposits to other
banks,” said Anis A Khan.

But he supports the cause of the
industrialists.

Khondkar Ibrahim Khaled,
former deputy governor of the
central bank, said the banks could
consider the causes of the indus-
tries.

“A_ bit less profit can give the
industries a boost,” said Ibrahim
Khaled.

sajjad @thedailystar.net

tered Accountants of Bangladesh, Bangladesh Merchant

Bankers' Association and the SEC.

The committee advises the SEC on capital market regula-

tion, but the SEC can accept or ignore the advice as it sees fit.

The committee will also discuss a proposed amendment

to capital issuerules.

sarwar@thedailystar.net

Conftact: 017 1250 0262
www.mutualtrustbank.com

* Purchase and sale of foreign currencies

# Account opening facilities

figgam 596 anes ffinde
Mutual Trust Bank Ltd.

o ot Bk oo i

» Remittance services

* [nternet Banking

Cox's Bazar to get
another luxury hotel

STAR BUSINESS REPORT

Fort Hotels Group is developing a 720-
room five-star hotel in Cox's Bazar, and
the 15-floor luxury hotel will open for
visitorsin 2014, its officials said.

Initially, the company plans to invest
$40 million to build the hotel, Best West-
ern Premier Fort Marino Hotel, at
Kolatoli.

US-based Best Western, a leading
hotel company operating under a single
brand name, is partnering the venture as
the management operator.

Best Western

hotel," said Latif, also the architect of the
hotel.

He said the hotel would be developed
using state-of-the-art technology and
'green architecture' so the establish-
ment becomes eco-friendly and car-
bon-neutral.

Initially, local corporate executives
and family tourists, and foreign travel-
lers are the main target group of the
hotel.

Latif also said his company plans to
open three more five-star hotels in
Dhaka, Chittagong and Rangamati in

the next five

Premier and Fort FORT MARINO years.
Hotels Group HOTEL "The partner-
signed an agree- T ship between
ment yesterday at Kolatoli 'bBEIEh Coi's Basee Best Western
Dhaka Sheraton : International and
Hotel. Investment: Fort Hotels
"The number $40 million Group will posi-
of local and for- 7o open; tion the new
eign tourists is By 2014 hotel as the larg-

increasing fast in
Cox's Bazar,
which creates a
demand for
better accommo-
dation and ser-
vices. This scenario makes us take initia-
tive to develop the biggest five-star hotel
ofthe country there,” said Sayeed Parvez
Reza Latif, managing director of Fort
Marino Hotel.

He said the number of tourists will
increase further once the proposed
airport and a railway connection from
Chittagong to Cox's Bazar is estab-
lished.

"We have started the construction in
July and are optimistic about complet-
ing it by 2012. After that it will take one
and a half years to add other amenities
to make it an international standard

Size:

est international
hotel in Cox's
Bazar," said
Glenn de Souza,
vice president of
Best Western

International.

"Best Western's strong sales and
marketing network and distribution
channel will be instrumental in bring-
ing international guests to the destina-
tion and boost the country's tourism
sector,” added Souza.

Civil Aviation and Tourism Minister
GM Quader launched the project at the
agreement signing ceremaony.

Sandra ] Ingram, acting deputy chief
of US Embassy in Dhaka, and
Mohammad Liaquat Ali, executive
member of Board of Investment, were
also present.

Laws to check
financial
crimes to see
more changes

STAR BusiNESS REPORT

The government will amend
again the anti-money laun-
dering act and terror financ-
ing act to meet the obligations
of Financial Action Task Force
(FATF) that sets world stan-
dards for preventing such
crimes.

A meeting with Finance
Minister AMA Mubhith in the
chair yesterday formed a
working group to scrutinise
the draft of the amendments
to the two laws. A joint sec-
retary of the finance minis-
try will head the working
group.

Bangladesh Bank and the
home ministry have sepa-
rately formulated drafts for
the amendments.

Bangladesh will face prob-
lems in international transac-
tions if the country fails to
formulate an action plan by
October to adopt the global
standards in its fight against
money laundering and terror
financing, according to a
finance ministryreport.

The report was placed at
yesterday's meeting at the
finance ministry conference
rooIm.

The FATF has set October
as the deadline for Bangla-
desh, and if the government
fails to meet the deadline, it
will take action.

The prime minister's
principal secretary, the attor-
ney general, the central bank
governor, and secretaries of
the ministries concerned
were present at the meeting.

Commencing from 17th August
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