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IMF pushes for
repo rate hike

REJAUL KARIM BYRON

The International Monetary Fund (IMF) has recommended
increasing repo and reverse repo rates by 200 basis points by
March to tighten Bangladesh's monetary policy, a finance min-
istry official said.

The IMF sent the recommendations to the government last
month, the official said.

The IMF recommended that the monetary policy be further
tightened and interest rate distortions be eliminated, which are
leading to a mispricing of bank credit and adding to liquidity
pressure.

Besides, it recommended increasing the special repo rate by
300 basis points. However, no deadline has been set for that.

In the first week of January, Bangladesh Bank (BB) hiked
the repo rate by 50 basis points making it to 7.75 percent.
The central bank increased the special repo rate by 100
basis points to make it to 10.25 percent at the end of last
month.

In its report, the IMF said BB should ensure that the domes-
tic money markets are adequately liquid on the days of the
rate hikes to mitigate the risks of disruptive moves in call
money rates.

The IMF said mounting pressure on balance of payments,
accelerating non-food inflation and rising government bank
borrowing are all signs of widening macroeconomic imbal-
ances.

In December, food inflation fell by 2.07 percentage points
and non-food inflation went up by 1.19 percentage points in
November.

In the last several months, non-food inflation has been rising
continuously for which BB has been taking steps to bring down
credit growth. In BB's first monetary policy for the current fiscal
year, the target was fixed to bring down private sector credit
growth to 16 percent.

Last year, the central bank increased the repo and reverse
repo rates four times. On the other hand, India and China
increased the rates more than 10 times to contain non-food
inflation.

The central bank is set to announce its half yearly monetary
policy for the last six months of the current fiscal year, focus-
ing on a tight monetary policy to contain inflation, a BB offi-
cial said.

Apparently, it is not private sector credit growth but high
government borrowing that is a hindrance to containing infla-
tion. In December last year, the government's bank borrowing
crossed the target.

The finance ministry official said the government borrowing
started decreasing: it came down to Tk 16,175 crore on January
12 from nearly Tk 22,000 crore in the first week of December.

In the current fiscal year, the government borrowing will
exceed the target by around Tk 6,000, according to another
official of the finance ministry.
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Investors shout slogans to protest a continuous fall in stocks in Motijheel yesterday.

Falling stocks bring protesters back

GAZI TOWHID AHMED

Stocks declined 3.33 percent yesterday, taking
investors out on the streets once again to protest
volatilityinshare prices.

The benchmark General Index, the yardstick of
Dhaka Stock Exchange, closed at 4,864.30 points,
after falling 167.69 points -- the highest in the New
Year -- atthe 3pm close.

Experts believe the withdrawal of the cap on
lending interest rates and investors' misinterpre-
tation of a circular of the National Board of Reve-
nue (NBR) on undisclosed money quickened yes-
terday's fall.

Under the banner of Bangladesh Share
Investors Association, a group of small inves-
tors staged demonstrations in front of the DSE
buildingat12:15pm.

They halted traffic for hours in front of the
Dhaka bourse and shouted slogans demanding
quickstabilisation of the market.

The market suffered a liquidity crisis as money
had been transferred from the stockmarket to the
money market, said Ahmed Rashid, director of DSE.

[nvestors were perturbed by the withdrawal of
limits on banks'lending rates, Rashid said.

The NBR's circular on undisclosed money also
created a negative impact on investors. The tax
administrator should clarify the situation, he added.

The NBR on Sunday modified scope for invest-
ing black money in stocks and said money earned
through criminal acts will not be allowed into the
market.

Black money in stocks will not be questioned
under the income tax law, but other laws can be
applied against such investment, the tax adminis-

tratorsaid in a statement.

"The indicators of DSE continued to puzzle the
investors as it resumed price correction for the
second day this week," said Green Delta LR Hold-
ingsinits daily market analysis.

"Experts believe that the ongoing debate regard-
ing the involvement of black money in the capital
market has been the key to this price correction.”

The downtrend in the market has been exac-
erbated by the structural problems of the econ-
omy, said Yawer Sayeed, managing director and
chief executive officer of AIMS of Bangladesh, an
asset management company.

Once the market is back on track, the economy
will also start to gain, said Sayeed.

He said after such a big plunge the market will
recover slowly. There is no chance to be hopeful
that the market will gain sharply as the regulator
declined stimulus packages.

A dearth of liquidity and lack of institutional par-
ticipation are exerting a negative impact on the gen-
eral investors, said LankaBangla Securities in its mar-
ketanalysis.

Market PE has come down to the level of 11.94,
LankaBangla said, adding that if the market continues
to decline, Bangladesh capital market will become one
ofthecheapestin the South Asianregion.

Turnover gained 29 percent compared with the
previous day. A total of 1.02 lakh trades were exe-
cuted, generating a turnover of Tk 318.33 crore
with 6.87 crore shares being traded on DSE.

Of the 256 issues changed hands, 10 advanced,
242 declined and four remained unchanged.

The Chittagong Stock Exchange also declined
yesterday. The Selective Categories Index went
down 235.85, to end the day at 8,993.49.

Bangladesh may link up
with another submarine
cable via Myanmar

ABDULLAH MAMUN
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Bangladesh plans to connect with the world's longest
undersea cable through Myanmar to strengthen its back-
up forinternet operation, officials said.

To connect with the SEA-ME-WE 3 (South-East Asia -
Middle East-Western Europe), Bangladesh Submarine
Cable Company Ltd (BSCCL) will build about 50-
kilometre fibre optic link from Cox's Bazar up to the
Myanmar border.

State-run BSCCL has started working with Myanmar
authorities to get the connectivity, said Sunil Kanti Bose,
the telecom secretary.

“We are exploring the possibility of getting connectiv-
ity with Myanmar through microwave or terrestrial cable
link. Recently a group of experts from Myanmar came to
Bangladesh to this effect,” he said.

Bangladesh has no direct scope to be connected with
the SEA-ME-WE 3. But Bose said it is however possible to
connect to the cable via Myanmar. It is Myanmar's only
one under sea connectivity.

Recently the government has approved BSCCL to be a
consortium member of another new under sea cable
system SEA-ME-WE 5, said the secretary.

The new connection will be used as a back-up of Ban-
gladesh's lone under sea cable SEA-ME-WE 4. It will also
be used as a core bandwidth supplier.

BSCCL Managing Director Monwar Hossain said Ban-
gladesh will build part of the cable on its own border side
while the other part will be built by Myanmar.

BSCCL is the consortium member of the country's
lone submarine cable SEA-ME-WE4.

The company will have to spend $2.75 million to com-
plete the project, said a BSCCL official. The project would
take 12 months to complete, he said.

Thirty-three countries are connected with SEA-ME-
WE 3, a39,000-kilometre cable.

Bangladesh was proposed to join the consortium but
the then government chose not to connect with the cable
fearing information leaks out of the country.

°ee

MTB Contact Centre

just dial 162 19 or

096040 16219

fSpam G Tis Mfive
—1 Mutual Trust Bank Ltd.

you can bartk on s

K www facebook.com/Mutual .Trust.Bank

"Be part of a global movement to

ARKETING
SUMMIT

Better world through marketing

March 1,2 & 3, 2012

change the world BN L G &

growth"

Prof. Philip Kotler
Founder & Convener
World Marketing Summit

Venue: Bangabandhu International Conference Center (BICC), Dhaka

Call: 017 555949 60-4
Email: wms2012.reg@gmail.com

Visit: www.worldmarketingsummit.org

Communication Partners m‘w Bgﬁu 51’&1’ mﬂm

"We are happy that Bangladesh has been selected as
the host country for the Summit. This would allow us
to project dynamism of our private sector and civil
society as well as resilience and energy of our people.
We must seek solutions to some of our problems
through open and transparent market-based
approaches."

Dr.Dipu Moni
Foreign Minister
People's Republic of Bangladesh

"The theme of World Marketing Summit is creating a better world through
marketing. Its objective is to bring together global leaders of marketing and
branding to discuss how marketing philosophies, tools and insights can work to find
innovative solutions to some of the challenges of the world. The Summit will feature
leaders from diverse sectors like Science & Technology, Marketing, Entrepreneurship,
Development, Academia, Health, Media Communication, Environment etc. Experts
will also share new marketing paradigms and practices for sustainable business




