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BB warns

Islamic
banks

STAR BUSINESS REPORT
The central hank yesterday warned
that Islamic banks must not be
involved in terror financing, money
laundering or any other illegal activi-
ties that damage theirimage.

There are allegations that Islamic
banks have been involved in unex-
pected activities, such as terror
financing and money laundering,
Bangladesh Banksaid in a statement.

However, Islamic banking showed
resilience while some conventional
banks caved in during the recent
global financial crisis, the statement
quoted Bangladesh Bank Governor
Atiur Rahman as saying.

The governor spoke at a meeting on
Islamic banking at the central bank,
where Jasim Ahmed, secretary general
of Islamic Financial Services Board,
was present as the key speaker.

Islamic banking systems are gain-
ing popularity in Bangladesh, the
governor said. Of the 47 banks, seven
are now completely Islamic banks,
nine have Islamic banking branches
and eight have Islamic banking win-
dows.

The Islamic banking sector
accounts for 17.83 percent of total
deposits in the banking sector, while
18.45 percent of the total
loan/investment and the ratiois 15.11
percentin total banking assets.

The central bank issued the 'guide-
lines for Islamic banking' in 2009 to
manage and develop the Islamic bank-
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Imports grow 35pc,
pressure on BoP

SAJJADUR RAHMAN

B:-mgladesh s imports stood at
nearly $32 billion in fiscal 2010-
11, up 35 percent year-on-year.

Latest data showed imports
grew in all major sectors from
consumer items to intermedi-
ate goods, industrial raw mate-
rials, capital machinery and
petroleum products.

Trade gap has widened to
nearly $9 billion (for goods only)
because of the much larger
import base, creating a pressure
on the declining balance of pay-
ments (BoP) that is now more
than $500 million negative.

Bangladesh Bank (BB) data
shows industrial raw materials,
capital machinery and machin-
ery for miscellaneous industries
accounted for more than 54
percent of the country's imports
forfiscal 2010-11.

Import of intermediate
goods was nearly $2 billion or 7
percent of the totalimports.

Import of petroleum and
petroleum products, which is
growing rapidly on additional
demand to run rental power
plants, constituted more than
10 percent of the total import
values. Import of consumer
goods was not far behind --
about $3.5 billion or 12 percent
ofthe total imports.

ing system in Bangladesh.

Bangladesh's imports were

$23.73 billion in 2009-10, up by
only 5.47 percent from $22.50
billion a year ago.

Though analysts termed the
trend in imports 'good’ for the
country'sindustrialisation, they
said time has come to manage
this high import growth, which
theysaid 'not sustainable’.

“BoP is not in crisis, but 40
percent growth in imports is not
sustainable,” said Sadig Ahmed,
vice chairman of Policy
Research Institute and a former
official of World Bank.

Bangladesh had record sur-
pluses in the current account of
the BoP in the past few years. The
surplus was $2.4 billion in fiscal
2008-09 and %3.7 billion in fiscal
2009-10. Foreign exchange
reserves increased from a low of
$6.1 billion in June 2008 to $10.4
billionin June 2011.

The BoP situation changed
dramatically in fiscal 2010-11.
While exports of goods and
services measured in nominal
dollars grew even more rapidly
than in the past, registering an
expansion of 37 percent over the
level in fiscal 2010, imports of
goods and services increased at
an unprecedented pace of 41
percent.

“As aresult, the trade balance
widened by 56 percent to $10
billion in 2010-11 from %6.4
billion a year ago,” said Ahmed,

including the import of services.
As compared to this, remit-
tances grew modestly by 5.5
percent, he pointed out.

Besides managing high
growth of imports, Ahmed sug-
gested another option -- flow of
foreign capital into the country -
- to manage the situation pru-
dently. “All the adjustments
should not be on the exchange
rate,” headded.

“There is nothing to be wor-
ried,” said Monzur Hossain,
senior research fellow of Ban-
gladesh Institute of Develop-
mentStudies (BIDS).

Hossain suggested restric-
tion on import of fancy items
and facilitation of $1 billion
credit to be provided by the
International Monetary Fund as
short term remedies to address
the situation.

Dr Nazneen Ahmed, a senior
research fellow of BIDS, said
recovery of world economy and
relatively cheaper credit pro-
vided in 2009 and 2010 have
encouraged industrialists to go
for expansion and accordingly,
import of machinery and raw
materials.

“Recovery of global financial
crisis has increased the demand
for our products,” said Nazneen

Ahmed.

sajjad@thedailystar.net

Sugar prices remain unchanged
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STAR
Volatility in sugar prices ahead of Ramadan is commonplace in Bangladesh, as retailers still charge more than the

government fixed prices on claims that they have bought the ltem at much higher prices.

STAR BUSINESS REPORT

Govt explains
tax on earnings
from savings
Instruments

STAR BUSINESS REPORT
Tax will not be {:leductecl at
source on the profit on Fam-
ily Savings Instrument and
Pensioner Savings Instru-
ment purchased before June
30, the Internal Resource
Division (IRD) said in a
statementyesterday.

IRD will issue a circular
to Bangladesh Bank, com-
mercial banks and the
office of the Savings Direc-
torate nextweek, it added.

In the current fiscal year,
the rate of interest on all
savings instruments has
been increased. Tax at
source has also been low-
ered to 5 percent from an
earlierrate of 10 percent.

However, no tax has
been deducted on the
profit of the two savings
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Professor Muhammad Yunus, the 2006 Nobel Peace Prize winner, and Takahiro
Yokomichi, speaker of the lower house of the Japanese Parliament, pose for photo-
graphs during a discussion on social business in Tokyo on Wednesday. Storyon B3

Stocks cheery over
Investor activity

STAR BUSINESS REPORT

Turnover on the twin bourses rose to its
the highest since the December 8 market
crash, buoyed by cheerful investor activ-
ities.

Turnover on the premier bourse stood
at Tk 1,899 crore, registering a 7.6 per-
cent rise from the previous day. DSE had
a previous best value of transactions
standing at Tk 1,969 crore on December
8lastyear.

Turnover on the port city bourse
soared to Tk 202 crore from Tk 175 crore
on December 8.

The benchmark general index of the
Dhaka Stock Exchange, DGEN, went up
41 points or 0.63 percent to end the day
and week at 6,660.

The selective categories index of
Chittagong Stock Exchange, CSCX,
added 176 points or 1.46 percent to close
at12,291.

The bourses gained for a third day as
investors went for fresh buying, expect-
ing the rising trend to continue, said a
market analyst.

Prof Mahmood Osman Imam, who
teaches finance at Dhaka University,
said: “Institutional investors' participa-
tion pulled up the market.”

Some low profile companies behaved
abnormally without any price sensitive
news in the market. Securities and

Exchange Commission (SEC) should
track down any manipulator prowling
the market, said Imam, also a member of
DSE index development committee.

He said the surveillance system of
SEC, DSE and CSE should be alert and
stop any unusual behaviour of low pro-
file shares.

Market capitalisation and turnover
increased over the last week, which indi-
cate that DSE has stabilised and investors'
confidence has improved, according to
Green Delta Securities, in its daily market
analysis.

Of the total 261 issues traded on DSE,
141 advanced, 111 declined and nine
remained unchanged. Among the DSE
20 blue chips, 9 closed positive.

The banking sector gained 0.66 per-
cent, making 29.6 percent of total market
capitalisation, pharmaceuticals 0.32
percent and fuel and power 1.29 percent,
while non-bank financial institutions
lost 0.47 percent.

Grameenphone gained 8.5 percent
following the news of its hefty profit
declaration of 140 percent. It topped the
list of turnover leaders with 35.46 lakh
shares worth Tk 75.13 crore changing
hands.

Active Fine Chemicals was the biggest
gainer of the day, posting a 9.7 percent
rise, while Eastern Lubricants slumped
5.8 percent.

Transit committee to recommend
fees on cost-recovery basis

STAR BUSINESS REPORT

The core committee on transit and tran-
shipment will recommend fees on trans-
portation of goods on a cost-recovery
basis, said a member of the committee
who attended the meeting yesterday.

The committee is working to fix the
fees for vehicle movement for transit
purposes. It submitted its comprehen-
sivereport to the government in April.

ment of facilities for transit purposes, he
said after the meeting.

“We will take into account all expendi-
tures while fixing fees on transport move-
ment,” said Ahmed.

“We will also include environment
costs while fixing fees to be used for car-
rying goods among the participating
countries,” he said.

Infrastructure development is the
main concern for Bangladesh, he said
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Prices of sugar continued to remain
over Tk 70 each kilogram yesterday
as retailers defied a government
decision on keeping the price at
maximum Tk 65.

The retailers claimed they
bought sugar at higher prices than
the government declared rates from
wholesalers, who cashed in on a
supply crunch and increased
demand ahead of the fasting month
of Ramadan.

""We will incur loss if we sell sugar
at the government prices,'"' said
Mohammad Siraj, a salesman at a
grocery in Wari, who asked for Tk 75
for a kilogram of 'Teer' brand sugar
ignoring the government rates.

The maximum retail price (MRP)
quoted on the packet was Tk 63. The
salesman claimed they bought a
kilogram of packaged sugar at Tk 72
two daysago.

On Wednesday, the government
announced Tk 65 for a kilogram of

sugar, Tk 109 for a litre of loose soy-
bean oil and Tk 99 for loose palm oil
to curb unusual spike in prices
ahead of Ramadan.

Yesterday, the price of a kilogram
of sugar was Tk 70-Tk 74 at city mar-
kets as was on Wednesday, Trading
Corporation of Bangladesh data
showed.

Packaged sugar was sold at as
high asTk 75 akilogram.

The wholesale prices of the
sweetener also remained
unchanged as market continued to
suffer from a supply shortfall due to
closure of four out of six sugar refin-
eries.

Apart from small groceries, large
retailers also maintained high rates.

Swapno, a leading retail chain
run by ACI, also charged a kilogram
of packaged sugar of ACI Pure
brand at Tk 75 yesterday at its Wari
outlet.

The MRP on the packet was Tk 73.

Syed Alamgir, head of ACI Logis-
tics that runs Swapno, said the gov-

ernment has set the prices of loose
sugar at Tk 65 each kg, not the pack-
aged ones.

"The prices of packaged sugar
usually remain Tk 8-10 higher than
loose ones,'' he told The Daily Star
byphone.

"The government has to give us
time. We are assessing the cost of
our purchase to find out how much
we can cut,'’ he said, claming that
they had bought sugar at higher
prices than the government fixed
rate.

Md Mozibur Rahman, chairman
of Bangladesh Tariff Commission,
said the prices of both packaged and
loose sugar should be the same.

"They are misleading. All are
refined sugar and refiners pack the
sweetener. That's why the prices
will be the same," said Rahman,
who chaired the meeting on sugar
and cooking oil price fixation with
millers.

However, he expected that sugar
prices will decline.

The committee discussed transport
fares at a meeting at the Bangladesh Tariff
Commission to prepare a set of recom-
mendations to be submitted to the gov-
ernment in sixweeks, said SadigAhmed, a
member of the core committee.

The country will have to improve
services, administration, human
resources, customs, infrastructure,
ports, railways, waterways and roads.

Bangladesh will have to spend a sig-
nificant amount of money for develop-

instruments in the past.

But many banks have
been charging 5 percent on
profits of the two savings
instruments maturing
afterJuly 1.

A finance ministry offi-
cial said they are going to
issue a new circular pro-
hibiting deduction of tax
on the savings instruments
purchased before July 1.

adding the country will need to dredge
rivers for making waterways fit for trans-
portation.

The committee has identified major
conventional transit routes for India,
Nepal and Bhutan for transit purposes.

Earlier, the government formed five
sub-committees on December 13,
assigning five specialists to give their
input to Mozibur Rahman, chief of the
core committee, who is also the chair-
man of Bangladesh Tariff Commission.
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