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SEC bans share
sale by sponsors

Sponsors of big cap companies seek
to buy their own firms' shares

STAR BUSINESS REPORT

to sell shares of their own companies from today,
according to a Securities and Exchange Commission
order issued yesterday in the face of slumping stock
prices.

Apart from sponsors and directors, any share-
holder owning 5 percent or more stocks in any listed
company cannot sell his or her holdings either, until
further notice, the SEC said.

“The commission passed the order considering the
investors' interest and capital market development,”
said Saifur Rahman, the spokesman and an executive
director of the SEC.

“The order shall have immediate effect and would
continue until further instruction.”

He said the matter of selling shares by sponsor
directors were discussed in meetings with market
stakeholders last week. “The stakeholders pointed
out that sponsors or directors were selling their own
companies' shares even amid a downward trend in
the market,” he said.

It also appeared to the commission that sponsors
and directors of many companies are selling shares in
their own firms, he added.

The regulator's latest move came after the
stockmarket yesterday suffered a steep fall in prices,
in continuation of a month-long bearish trend. The
key index of the Dhaka Stock Exchange yesterday
plunged 2.75 percent to 5,649 points.

The stockmarket regulator and the central bank
took several positive measures this month to rejuve-
nate the capital market and to boost the investors'
confidence, but all the steps failed to put expected
impact on the market.

Rather, the falling trend

The regulator's  isdeepeningbytheday.
latest move In another develop-
h ment, Salman F
came ﬂﬁﬂf’ ine Rahman, president of
stockmarket Bangladesh Association
yesterday of Ppblicly Listed Cﬂl’l.f]-
panies (BAPLC), said
S H’ﬁ eredas IEEP sponsors of big cap com-

panies want to support
the market by purchas-
ing their own firms'
shares from the market.
“The market has
come to such a level that
we want to support our

fallin prices, in
continuation of
a month-long
bearish trend.

The key index of

the Dhaka Stock own companies'
Exchange shares,” he said, adding
da that he has already
yesteraay talked with sponsors of
plunged 2.75 seven to eight big cap
companies and they all
pEI:CEHI h0.5,649 have agreed to buy their
points own firms'shares.

“There are some
minor regulatory prob-
lems in doing so. But, |
have discussed the
issues with the SEC and
hope the problems will

besolved soon,” hesaid.
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EXports to grow 15pc

Growth highest in South and South-West Asia: UN ESCAP report

STAR BUSINESS REPORT
Bangladesh's exports are forecast to
grow by 15 percent annually in 2011
and 2012, higher than any country
in South and South-West Asia, said
the Asia-Pacific Trade and Invest-
ment Report (APTIR) 2011.

Exports of South and South-West
Asia will increase by 9.5 percent in
2011 and 9.7 percent in 2012, while
least developed countries (LDCs)
are projected to grow by 8.7 percent
this year and 14 percent next year,
accordingto thereport.

Bangladesh Tariff Commission
and the Asia Pacific Research and
Training Network on Trade
(ARTNeT) launched the
UNESCAP's APTIR for 2011 at
Ruposhi Bangla Hotel yesterday.

The report hailed Bangladesh's
booming performance of services
exports, which grew by 24 percent in
2010 after a slow growth of 4 percent
in 2009.

With its theme of “post-crisis
trade and investment opportuni-
ties”, this year's Asia-Pacific Trade
and Investment Report has identi-
fied challenges and opportunities for
trade and investmentin the region.

The APTIR identified poor for-
eign direct investment inflows and
intra-regional trade as major chal-
lenges for Bangladesh.

Commerce Minister Faruk Khan
spoke at the report launching
programme as chief guest. Mozibur
Rahman, chairman of Bangladesh
Tariff Commission, and Mia Mikic,
ARTNeT co-ordinator, UNESCAP
(United Nations Economic and
Social Commission for Asia and the
Pacific), also attended the event.

The commerce minister gave an
overview on how the government is

trying to expand the export basket
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From left, Bangladesh Tariff Commission Chairman Mozibur Rahman,
Commerce Minister Faruk Khan and ARTNeT Coordinator Mia Mikic launch
Asia-Pacific Trade and Investment Report 2011 at Ruposhi Bangla Hotel in

Dhaka yesterday.

and destinations to further boost
the country's export earnings.

“Export of non-conventional
goods and services such as ship, jute
and IT has been growing. Incentives
will be given to boost handicraft
export,” said Khan.

On the new markets, he said
Japan, South America and South
Africa are increasingly becoming
Bangladesh's export destinations.
He cited an example of Japan that
has relaxed value addition to 20
percent from previous 30 percent
for getting generalised system of
preference (GSP) facility.

The minister said India that has
recently allowed duty-free and
quota-free exports of 46 garment
items will also boost Bangladesh's
exports there.

He said the GSP form will soon be
made fully automated to render
faster and reliable services.

Mikic said though Bangladesh's
exports of goods and services are
growing, the FDI and intra-regional
trade are not. Bangladesh received
only $4 billion in FDI in five years
(2005-09), lower than many LDCs.

“Improving the private sector
business environment is a major
task toincrease FDI,” said Mikic.

She said only 15 percent of Ban-
gladesh's exports went to Asia-
Pacific countries in 2010, while 63
percent of its imports came from
theregion.

Mikic urged Bangladesh to look
for new opportunities in climate
smart goods and technologies,
which is estimated to be $30 billion
globally.

The report recommended that
with strengthened regional coopera-
tion and the right policies, the region
will be able to continue its strong
trade- and investment-led growth.

Stocks tumble to 10-day low
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Stocks plummeted yesterday with a key index losing
2.76 percent, as fears of a relentless downtrend ahead
pushed investors into panic sell-offs.

DGEN's single day fall was the steepest in 10 days as
the benchmark General Index of the Dhaka Stock
Exchange plunged 160 points to 5,649 points.

The index went into free fall in the opening session
and kept divinginto thered.

Individual investors failed to regain confidence in
the market for the consecutive losses of their portfolio,
weighed down by severe psychological pressure of a
further index decline and a mounting burden of lever-
age, LankaBangla Securities said in a market analysis.

A lack of institutional investors' participation also
led the retailers to go for sell-offs.

“The liquidity crisis is the main problem that sent the
market into the negative territory,” said Fakhor Uddin
AliAhmed, president of Chittagong Stock Exchange.

Ahmed suggested that the regulator should allow the
money netting facility into the market to boost investor
confidence.

Netting means settlement of mutual obligations
between two parties or with a third-party acting as a
clearing house where the net difference is carried for-
ward. Netting isa common practice in trading of shares,
foreign exchange and futures.

A market analyst said he does not find any logic
behind the fall now, as necessary steps have been taken
by the government, the SEC and the Bangladesh Bank to
stabilise the market, said.

INDEX VALUE

10am 3pm

An amount of Tk 7,000 crore is blocked in placement
shares in the market. The regulator should make an
immediate decision to bring it into the market so that
the market will get some liquidity, said Reaz Islam, chief
executive officer of LR Global.

The turnover on the premier bourse stood at Tk 333
crore, down 1.3 percent from the previous day. Beximco
was the most active share in turnover with 9.13 lakh
shares worth Tk 13.22 crore changing hands.

LR Global Bangladesh Mutual Fund was the biggest
gainer of the day as it posted a 6.38 percent rise, while
Popular Life Insurance Company was the worst loser,
plummeting 8 percent.

The CSE also declined yesterday with the Selective
Categories Index, CSCX, closing at 10,222, after slump-
ing 313 points or 2.96 percent.
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Summit quarantees
Meghnaghat power
project with $12m

Bibiyana power projects’
financing almost complete

SHARIER KHAN

Four months after signing a contract to set up the second
phase Meghnaghat 335 megawatt private power plant,
local power company Summit on Tuesday submitted $12
million bank guarantee to the authorities under pres-
sure.

In line with the contract, Summit was supposed to
produce this guarantee as soon as it had signed the con-
tract in May. But the company did not do so as it found
the Meghnaghat contract 'exceptional' and also because
it came across problems with financing this particular
project.

Following several reminders, Summit was served with
a notice of intent to terminate the Meghnaghat contract
two weeks ago.

Power Development Board (PDB) Chairman ASM
Alamgir Kabir yesterday said Summit has finally submit-
ted the bank guarantee for the project.

Since it signed contract for setting up the Meghnaghat
dual fuel as well as two phases of Bibiyana gas fired power
projects (341MW each), Summit was busy arranging
around $800 million of loans from various lenders. The
arrangement was going well with the Bibiyana projects,
but not with the Meghnaghat.

These three projects would provide cheap electricity
and act as basic power plant from 2013 as opposed to
short term petroleum fired power plants.

“The obligation of bank guarantee in the Meghnaghat
project was exceptional,” said Summit chief Muhammad
Aziz Khan, explaining why the company delayed the
payment.

“Both the Bibiyana phase 1 and 2 power projects
demand that we submit bank guarantee upon closing
our finances. But in case of the Meghnaghat project, it
demands that we pay the guarantee upfront soon after
the signing of the contract,” he added. Summit was hop-
ing that the government would understand “this anom-
aly” and allowit time.

In the past, none of the AES Meghnaghat and Haripur
projects had to submit bank guarantee immediately after
contract signing.

The Summit chief said he was facing some problemsin
getting finance from the Bangladesh Bank's “Bangladesh
Infrastructure Finance Fund (BIFF)” for the Meghnaghat
project. With Tk 1,600 crore capital, the BIFF was formed
in 2009 and Summit sought Tk 700 crore from it, which is
justone part of the financing.

But till date, due to bureaucratic bottleneck, the gov-
ernment could not form the administrative structure of
the BIFF and therefore release Summit's loan.

“If BIFF was not created, we would have started look-
ing for other sources. It would have been successful like
Bibiyana financing,” Khan said.

In Bibiyana, four lenders -- IFC, ADB, IPFF of World
Bank and IDCOL -- have committed financing of
$430 million. The lenders have issued letters and are
currently reviewing the two Bibiyana power projects'
socio-economic studies. After completing the review, the
lenders would provide the finances.

“As per contract, we have until March 2012 to close our
finances for these three projects. But we targeted Decem-
bernext."

For the Meghnaghat project, Summit is reconfiguring
the finances for Meghnaghat. If the BIFF is unable to
launch and provide the loans, Summit is prepared to seek
loan from the Islamic Development Bank or Chinese
Development Bank.

In addition, because of the plummeting share market
trend -- it had abandoned its previous plan to raise
Tk 1,500 crore by issuing zero coupon bonds through two
banks. Instead, Summit has been negotiating with the
World Bank to obtain a $100 million loan under Partial
Risk Guarantee (PRG). The PRG would enable the com-
pany to obtain a similar loan from any commercial bank.

As the largest local power company, Summit is now
operating nine power plants and supplying 560MW
power, which is around one tenth of the country's pres-
ent daily power generation.
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