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3,300.40

SHANGHAI A 0.96%
3,150.51

Currencies -
BuyTk  Sell Tk

S usD 6993  70.93
€ EUR 9584  100.44
& GBP 11101  116.03

# JPY 0.84 0.91

SOURCE: STANDARD CHARTERED BANK

[
| Gold A

$1,391.00
(per ounce)

Oil o
$87.00
(per barrel)

{Midday Trade)

Contact Us .

If you have views on Star
Business or news about
business in Bangladesh,
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ness@thedailystar.net
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Microlenders get

uniform rate

MD FAZLUR RAHMAN

Microfinance institutions will not be
able to charge more than 27 percent
on theirloans as the regulatoris setto
alter microlending practices.

Officials of the Microcredit Regu-
latory Authority (MRA) have con-
firmed the changes, which will be
published in a circular soon.

The changes will establish a uni-
form interest rate for microfinance
institutions, which boast of around
three crore borrowers.

Under the changes, the MFIs will
not be able to deduct money from the
loans issued against the borrowers.
Currently, many microlenders
deduct at least 5 percent of the loans
in the name of savings.

The MRA officials said the grace
period between the issuance of a loan
and the repayment of first instalment
will be at least 15 days. Currently, the
borrowers start to repay the following
week after receiving aloan.

The number of instalments will
not be more than 50, they said. The
MFIs have to pay at least 6 percent
interest on the savings of borrowers.

Also, the MFIs will not be able to
charge more than Tk 15 for loan
processing and passbooks.

The institutions will be able to use
stamp of Tk 50, instead of Tk 150,
while issuing loans to a
microenterprise.

The officials said the latest
changes might benefit the MFIs who
receive funds from Palli Karma-
Sahayak Foundation (PKSF), a state-
runlending agency.

Around 193 partner organisations
of PKSF receive loans at 4.5-7 percent

BY THE NUMBERS

Interest rate no more than

27 PERCENT

Grace period for payback will be
a minimum of

15 oass

Number of instalments
no more than

o0

interest, while many MFIs borrow
from commercial banks at 13 percent.

The regulator will request the
PKSF to fund the small MFIs, a senior
MRA official said, hinting at further
cuts in rates that now vary from 30
percentto 60 percent.

The MRA will also repeal the flat
rate system, said the official, adding
that the MFIs will have to introduce
the changes by June next year.

However, leading MFIs, who had
been urging a minimum flat rate of
15 percent, said the planned interest
rates would not be financially viable
for most microlenders.

“The 13.5 percent flat rate or 27
percent effective rate will not be
viable,” said Mosharrof Hossain,
finance director of BURO Bangla-
desh, aleading microlender.

He called for a review and said their
operations should not be compared
with those of banks, as the MFIs deal
with small loans and operate in
remote areas at high operating costs.

Hossain, also the chairman of
Credit Development Forum, a net-
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work of MFIs, welcomed the decision
on setting 6 percent interest on sav-
ings of the borrowers with the MFIs.

But he disputed the regulator's
plan on deduction of money in the
name of savings during loan issu-
ance, which, he said, works in favour
ofthe borrowers.

Shameran Abed, programme
manager (microfinance) of Brac, said
their margin will be almost nothing if
the effective interest rate is set at 27
percent.

“We will face problems in the
event of any shock,” he said. “It may
not be possible to run on that rate in
the impoverished areas.”

In 2009, Microfinance Transpar-
ency, a US-based agency, found the
effective rate of interest in Bangladesh
at 18.75 percentto 51.68 percent.

About 75 percent MFIs charge
effective interest rates between 31
percent and 40 percent, while 4.5
percent charge over 40 percent, the
agency said. Around 800 MFIs oper-
ate in Bangladesh.

fazlur.rahman@thedailystar.net
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Modern Poly IPO scrapped

SARWAR A CHOWDHURY

Finding massive flaws in the IPO (initial
public offering) proposal of Modern Poly
Industries Ltd, the stockmarket regulator
cancelled it yesterday.

Earlier, the Securities and Exchange Com-
mission approved the price buildup of
Modern Poly shares.

With the new move, such price buildup
through institutional bidding stands null
and void.

SEC will now sue the yarn maker, its issue
manager Alliance Financial Services and
Modern Fibre Industries Ltd, another con-
cern of TK Group.

The decisions came at a meeting of the
commission with its Chairman Ziaul Haque
Khondkerin the chair, said an SEC spokesman.

Inthe IPO prospectus, Modern Poly said it
will use the [PO proceeds for the acquisition
of 83.13 percent stakes in Modern Fibre
Industries, the paid-up capital of which is Tk
60 crore, according to ATM Tariquzzaman,
SEC's executive director.

In this context, he pointed to the violation
of securities rules that made it mandatory to
have regulator's nod for a company whose
paid-up capital exceeds Tk 10 crore. Modern
Fibre did not have any such permission.

Although Modern Poly submitted certi-
fied copy of Registrar of Joint Stock Compa-
nies and Firms regarding Modern Fibre's
paid-up capital, we found that Modern Fibre
did not take permission from the SEC to
increase its paid-up capital up to Tk 60 crore,
Tariquzzaman said.

A private company (PLC) must turn into
publiclimited company ifits paid-up capital
crosses Tk 40 crore, and if the capital base is
above Tk 50 crore, it must go for IPO, accord-
ingtorules.

But he said, Modern Fibre was neither
turned into a PLC, nor itwent for IPO.

"Alliance Financial Services Ltd was
supposed to examine if there is any irregu-
larity. It's due diligence of the issue manager,
not ajob of ours. But Alliance failed to do so,"
Tariquzzaman said.

In the I[PO prospectus, Modern Poly said it
will buy 5.60 lakh shares of Tk 1,000 each of
Modern Fibre at a price of Tk 3,880, including
Tk 2,880 as premium. Modern Poly, a concern
of business conglomerate TK Group, planned
to float 3 crore ordinary sharesat Tk 10 each.

Dhaka Stock Exchange in its observation
also strongly opposed the Modern Poly's IPO
saying that raising fund from public and
using the amount in buying stakes in the
same company's another subsidiary is a
questionable matter.

At yesterday's meeting, the SEC also
rejected rights offers of two listed companies
-- BD Welding Electrodes and Beach Hatch-
ery, said Anwarul Kabir Bhuiyan, the com-
mission's another executive director.

He said the regulator cancelled the rights
offer of BD Welding as Dina Ahsan, a director
of the company, is a loan defaulter as
informed by Bangladesh Bank.

Bhuiyan said in the case of Beach Hatch-
ery, the SEC has rejected the rights offer of the
company because it defied securities rules.

sarwar@thedailystar.net

India not stealing
US jobs: Manmohan

REUTERS, New Delhi
Indian Prime Minister
Manmohan Singh yesterday
said India was not in the
business of stealing US jobs.
Singh's remarks came at a
joint news conference with
visiting US President Barack
Obama.
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Fly to six destinations across the Americas.

The American

From vibranr cities where anyrhing can happen,
to the people who believe that anything is possible,

the Americas offer endless opportunities. With

dream.

e L =
Tl
-
- ]

T
- Lay mem

double daily flights ro Houston and Los Angeles,
and award-winning service on stare-of-the-art
aircraft, gerting there is a dream come frue.

Fly Emirates. Keep discovering.

Committed to the country...

Brahmanbaria has given birth and nourished many
talents, who enriched our culture with their
creativity, efforts and strong commitments.
Amongst all, the great musician 'Sur Samrat' Ustad
Alauddin Khan mesmerised the whole subcontinent
with his magical tunes. We are privileged having
opportunity to salute them and the brave sons of
Brahmanbaria, who fought for our liberation.

NCC Bank is stepping forward to join hands with
millions of people of this region for accelerating
the growth taking place. NCC Bank is opening its
74th Branch on 9 November, 2010 in Brahmanbaria
with online banking services from the very first day.

Brahmanbaria Branch: TA Road, Brahmanbaria

C
N NCC Bank Ltd.

NCC
BANK Where Credit and Commerce Integrates

www.nccbank.com.bd
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Emirates

Emirates flies ro New York, San Francisco, Los Angeles, Houston, Toronto and 540 Paulo.

400 international awards and over 100 destinations worldwide. Terms and conditions apply.
For more details visit emirates.com/bd or call Emirates on 98892801 (Dhaka), 725647 (Chittagong), 711200 (Sylhet). Enjoy frequent flyer benefits at skywards.com.




