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Govt plans to hike interest
rates on savings instruments

Efforts underway to reduce pressure on borrowing from banks

REJjAUL KARIM BYRON

In an effort to reduce dependence on borrowing
from the banking sector, the government plans to
increase interest rates on savings instruments
again amid a fall in sales of such instruments.

The rates of interest on three-year and five-year
savings instruments are likely to be hiked by
around 1 percentage point to 11.50 percent and
12.50 percent respectively.

The presentrates of interest that came into being
in July are 10.78 percent for the three-year instru-
ment and 11.55 percent for the five-year one.

An official of the Internal Resource Division said
a proposal in this regard may be sent to the govern-
mentsoon.

The official also said, as the sales of savings
instruments fell drastically, the Directorate of
National Savings (DNS) earlier sent similar propos-
als several times but the government adopted a go-
slow policy. But now the government is actively
considering a rise in the rates of interest to reduce
pressure of borrowing on the central bank.

However, a finance ministry official said, if the
government borrows more through savings instru-
ments, its expenditure on payment of interest will
go up in future. But now the government's main
concernis soaring inflation, said the official.

As the sales of savings instruments fell last fiscal
year, the rate of interest on all types of instruments
were increased by about 1 percentage pointon July 1.

A DNS official said, alongside a fall in the sales of
fresh savings instruments in recent times, the sav-
ers are encashing their savings instruments and
depositing the money with banks as they offer
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According to DNS statistics, in the first four
months of the current fiscal year the sales of the
savings instruments fell by 10 percent compared to
the same period last year.

The principal amount repayment in the same
period rose by around 16 percent.

In the current fiscal year's budget, the govern-
ment set a target of borrowing Tk 6,000 crore from
the sales of savings instruments.

But in the first four months of the current fiscal
year, net sales or borrowing through the savings
instruments fell by around 77 percent over the last
year, and the borrowing stood at only Tk 592 crore.

In the same period last year, the government's
net borrowing was at Tk 2,604 crore.

The finance ministry official said the situation
has become such that the government is now com-
pelled to borrow from the banking system to pay
the principal amount and interest accrued on the
savings instruments bought earlier.

In case of borrowing from banks, the situation is
opposite.

In the first five months of the current fiscal year,
the amount of government's borrowing from banks
reached Tk 19,805 crore, which was around Tk 1,000
crore more than its borrowing target for the entire
year.

The ministry official said the pressure of expen-
diture has fuelled the government's bank borrow-
ing every week.

Normally such borrowing rises at the end of the
fiscal year when expenditure on annual develop-
ment programime goes up.

But in the current fiscal year, the amount of bor-
rowing, especially from the central bank, has been
on the rise from the beginning of the year, leading a
hike ininflation.

However, bank borrowing fell slightly in Decem-
ber, at a time when a mission of International Mone-
tary Fund was staying in Dhaka to talk with the
government about a loan.

The wvisiting IMF mission expressed concern
about the heavy bank borrowing and advised the
government to bring the amount down.

On December 12, the amount of government's
borrowing was Tk 16,848 crore of which Tk 10,365
crore was from the central bank.

The DNS official said the banks, especially the
private ones, have increased their deposit rate
muchinrecenttimes -- up to 12 percent,

On October 6, the overall deposit growth in all
the banks was 13.86 percent compared to Decem-
ber 31 last year. Of the growth, the private banks'
depositrose by 16 percent and that of foreign banks
by 19 percent.

Deposit growth in many of the private and for-
eign banks was 22-36 percent during the period.
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Regulator seeks clarification
from DSE on wrong data

SEC opens probe

SARWAR A CHOWDHURY

The stockmarket regulator has
sought an explanation from the
Dhaka Stock Exchange on mis-
leading trading figures that
appeared on its monitor on
December 4, the day the bourse
started share transactions with
uniform facevalue.

In a letter on Tuesday, the
Securities and Exchange Com-
mission asked the DSE to turnin
the explanation by today.

The SEC said the share trading
of 132 companies started with
the uniformfacevalue of Tk 10.

Prices of many securities
increased, but indicators
appeared red on the DSE moni-
tor, meaning a price decline,
which spread wrong signals
among investors, according to
theletter.

“Although you (DSE) were
given enough time to complete
the share denomination process
to bring back confidence among
the investors, you have failed to
take necessarystepsintime,” the
SECsaid.

On December 4, the prices of
the securities, whose trading
started with the uniform wvalue,
showed unusual swings.

In one case, prices jumped up
857.75 percent, while the rest
showed a90 percent fall.

“It happened because the

Into five brokers

softwarewasnotupgraded,” said
a DSE official.

The existing software of the
DSE calculates the price move-
ment based on the previous
day'sclosing prices.

In a posting on its website on
December4, the DSE said: “Trad-
ing of shares or units of 131 com-
panies or mutual funds shall
start as losers and a fund as a
gainer due to the denomination
change to the uniform face value
of Tk 10 which will remain a
gainer or loser for the rest of the
day.”

The 131 companies or funds
traded with a face value of Tk 100,
and a fund traded with a face
value of Tk 1 on November 30, it
said.

The Dhaka bourse suggested
the investors should not take
investment decisions based on
the gainers and losers calculated
on the previous day's closing
price.

Trading of the listed compa-
nies started on December 4 with
auniformfacevalue of Tk 10.

Meanwhile, the SEC opened
an investigation into unusual
trading of five brokerage
houses.

The brokers are: LankaBangla
Securities Ltd, PFI Securities Ltd,
IDLC Securities Ltd, AIBL Capital
Market Services Ltd and ICB
Securities Trading Company Ltd.

Dhaka bourse picks new CEO

SARWAR A CHOWDHURY and

Gazi TowHID AHMED

The Dhaka Stock Exchange picked a
chief executive officer on Tuesday, a
day after the stockmarket regulator
served notice on the premier bourse
for its failure to appoint a CEO in
time.

The DSE at a board meeting
chose Mosharaf Hossain for the top
post, which has been vacant since
September.

"We have picked a new CEO. But
the details will be disclosed after
receiving regulatory approval,” said
Rakibur Rahman, a DSE director, on
Tuesday.

But the DSE board, with prior

approval from the Securities and
Exchange Commission, was sup-
posed to appoint a CEO within three
months of the vacancy. The dead-
line expired on December 8.

Seeing no progress in this regard,
the regulator issued the notice and
asked the bourse to provide the
updates of the appointment process.

The market watchdog was also
planning to appoint an administra-
tor for the DSE after the bourse's
reply, said a senior SEC member.

"The commission is working to
create awareness among the market
stakeholders so that they comply
with the securities rules and regula-
tions. There is no chance of avoiding
any securities laws," said Prof Helal

Uddin Nizami, a senior SEC member.

Earlier on December 1, the DSE
in a letter to the commission sought
time extension for the appointment
till March 8 of next year.

[t was also mentioned in the
letter that Md Zahurul Alam, chief
operating officer, has been carrying
out the responsibility of a CEO since
September 8.

"DSE board is searching for a
suitable person for the position, and
an advertisement was published in
national dailies on October 13. But
we are yet to find a suitable candi-
date for the post," the bourse said in
the letter.

The SEC, however, did not extend
the deadline.
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Stocks slip into the red

STAR BUSINESS REPORT
Stocks closed in the red again yesterday following rumours
over filing a writ against a Securities and Exchange Com-
mission directive that mandates sponsors and directors to
hold 2 percent shares in companies.

The benchmark General Index of Dhaka Stock Exchange
lost 94.33 points or 1.86 percent, to end the day at 4,968.78

points. The Selective Categories Index of Chittagong Stock
Exchange fell 130.04 pointsor 1.42 percent.
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A DRESS IS STITCHED IN DHAKA.
THE DAY AFTER TOMORROW
IT'S APPLAUDED IN LONDON.

In the fashion business there’s no such thing as fashionably late. Our local expertise, customs clearance
experience and international network are unparalleled. That's why when it comes to express shipping,
we're the International Specialists. And why, if you're a company, small business or individual, we're the
perfect partner to help drive your business into more markets around the world than anyone else.
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