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Banks scale down costs Bhutan eyes deal to access
Mongla port
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SAJJADUR RAHMAN
Management Efﬁclency, use of tech-
ology and reduction in bad loans
elped banks minimise their operat-
ing costs in the past decade.

Private and foreign commercial
banks operating here were more
efficient in managing their expendi-

ure than the state-owned commer-
cial and specialised banks, a central
bankreport shows.

The report found that a private
bank spent 93.1 percent of its income
in 2003. Such expenditure was 69.6
percentin June 2010, down by over 25
nercent between the periods.

The foreign banks have mini-

nised the costs by 21 percent, state-
owned banks by 19 percent and spe-
cialised banks by only 4 percent
between 2003 and 2010, according to

e draft annual report of Bangla-
desh Bank (BB).

The cost-incomeratio isa key finan-
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cial measure, particularly for valuing a
bank. It shows a bank's expenditure in
relation to its income. It is useful to
measure how costs are changing com-
pared to income -- for example, if a
bank's interest income is rising but
costs are going up at a higher rate, it
may not be good for the bank.

The Bangladeshi banks have long
been blamed for poor efficiency,
which pushed their costs up. It also
increases the borrowing costs.

Bankers credited young profes-
sionals, use of technology and
declining bad loans for a significant
fall in costs in the just-concluded
decade.

“Young generations are bright and
their productivity is higher than their
older colleagues,” said Shahjahan
Bhuiyan, managing director of
United Commercial Bank, who has
nearly four decades of experiences in
the bankingindustry.

Bhuiyan also attributed the suc-
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cess to the falling non-performing
loans (NPL).

BB data shows that the average
NPL for the banking sector was 17.6
percent of their total loans in 2004,
which came down to 8.7 percent at
the end of June 2010. The private and
foreign banks are the best perform-
ers in terms of controlling bad loans
with only 3.7 percent and 2.4 percent
respectively as of June 2010. The NPL
was nearly 23 percent for the state
banks.

“The banks are heavily investing
in technology, which ultimately
helps us with efficiency enhance-
ment and managing the costs,” said
Anis A Khan, managing director and
chief executive officer of Mutual
Trust Bank.

According to Khan, the main rea-
son behind the fall in the expendi-
ture-income ratio was a tremendous
growth in the banks' profit.

sajjad@thedailystar.net

FAO sees
drop in
cereal import

STAR BUSINESS REPORT

Bangladesh's cereal
import demand is likely to
fall in 2011 due to
increased domestic pro-
duction, the Food and
Agriculture Organisation
(FAQ) said inits report.

The cereal production
was expected to increase
3.8 percent to 52.3 million
tonnes in 2010 from 50.4
million tonnes a year ago,
as a result of buoyant
paddy production, said
FAO inits December report
on crop prospects and
food situation.

“Production will rise
significantly in Bangla-
desh, Cambodia, India,
Indonesia, Nepal, Philip-
pines, Sri Lanka and Viet-
nam,” the report fore-
casted.

Paddy production rose
to 50.3 million tonnes in
2010 from 48.4 million
tonnesin 2009.

Bangladesh's total
cereal import requirement
will drop by 26 percent in
fiscal 2010-11, compared
to a year earlier, FAO said.

Despite the rise in pro-
duction and fall in import,
prices of rice are mounting
on the domestic market,
influenced by soaring
global market prices and
government procurement
price hike for millers in
July.

Prices of coarse rice,
consumed mainly by the
poor, stood at Tk 35-36 a
kilogram yesterday, 31
percent higher than the
previous year.

Prices ofrice are rallying
up since September 2009
but it rose distinctly since

| June 2010 and maintained
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the upward trend despite a
ovpod aman harvest.

STAR BUSINESS REPORT
B:-mgladesh is preparing to sign a
fresh agreement with Bhutan this
month to allow the South Asian
landlocked country to use Mongla
port, said a senior official of the
commerce ministry yesterday.

The official also said the deal may
be inked during the January 10 visit
of Bhutanese Prime Minister
Lyonchen Jigmi Yoser Thinley or
anytime this year.

Bangladesh is now finalising the
guidelinesforsigning the pact, hesaid.

Thinley is scheduled to arrive in
Dhaka on January 10 on a four-day
visit. "The guidelines for the agree-
ment are at the final stage," the offi-
cial said, asking not to be named.

Bangladesh and Bhutan had
earlier signed a transit agreement in
1980, but it did not come into effect,
as Bangladesh and India had failed
to reach an agreement on giving a
corridor to Bhutan to use a strip of

the Indian territories.

Bhutan has long been asking for
access to Chittagong port, but Ban-
gladesh prefers offering Mongla port
toincreaseits use, the official said.

"We are still busy finalising the
guidelines of the transit agree-
ment,"” said Chairman of Bangla-
desh Tariff Commission Mojibur
Rahman, without elaborating.

Earlier, the commerce ministry
asked the Tariff Commission to

prepare the guidelines.

DSE turnover hits record low

STAR BUSINESS REPORT
A dearl'_h of llqmdlty takes a heavy
toll on the premier bourse's turn-
over or transaction value that hit its
lowest yesterday in eight months.

It came on top of a continued free
fallin share prices.

The single-day turnover on the
Dhaka Stock Exchange came down
to Tk 969 crore yesterday, 6 percent
lower than the previous day's and 70
percent lower than the highest-ever
single-day turnover of Tk 3,249 crore
amonthago.

The market is facing the liquidity
crisis mainly due to the monetary
tightening measures taken by the
central bank to curb inflation. As a
result, the institutional investors
are going through a shortage of
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funds, while the lenders cannot
provide credit.

"Many investors were not confi-
dent enough to put in fresh funds.
The market felt sales pressure from
the investors who were sitting on
profit," said LankaBangla Securities
in an analysis.

It said the credit providers could
not extend additional loans to the
clients because of costly borrow-
ing. "Institutions sat idle due to
expensive liquidity in the money
market and are reluctant to overex-
pose to the stockmarket due to
tight surveillance of the watchdog."

"The bearish trend is expected to
be chronic if the market does not get
liquidity support," LankaBanglasaid.

The market went down for the
fourth consecutive session yester-
day, with the benchmark index of
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the Dhaka bourse -- DSE General
Index (DGEN) -- suffering a loss of
212 points to 7,735. In the last four
trading days, the DGEN slumped by
570 points.

The continuous slump also
prompted the retail investors to take
to the streets yesterday for a second
dayinarow.

Police detained at least six people
in front of the Dhaka bourse and the
adjacent areas on charge of street
vandalism during a demonstration.

Chittagong stocks also suffered a
big loss yesterday, with the CSE
Selective Categories Index sliding by
323 points to 14,193.

The single-day turnover on the
Chittagong Stock Exchange also
plummeted by 22 percent to Tk 94
crore.
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