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Govt forms panel on

sovereign bonds

REJAUL KARIM BYRON

The government has set up a
seven-member committee to find
ways to float sovereign bonds in
the international market to ease
pressures on the balance of pay-
ments, the country's accounting
record.

The committee formed last
week and headed by Syed
Manjurul Islam, additional secre-
tary of the Finance Division, will
submit a report within one month.

Members of the committee
include representatives from Ban-
gladesh Bank, National Savings
Directorate, Policy Research Insti-
tute (PRI) the finance ministry and
managing directors of Sonali and
Trust banks.

The government plans to float
sovereign bonds to the tune of
$500 million in the international
market. Two foreign banks have
already submitted proposals to
the finance ministry.

The committee's other respon-
sibilities include studying the
availability of credit in interna-
tional markets and recommend-
ing interestrates.

The committee has also been
told to redesign premium bonds for
expatriate Bangladeshis and rec-
ommend whether the interestrates
against the savings certificates
should be adjusted upward or not.

Bonds issued by national gov-
ernments in foreign currencies are
normally referred to as sovereign
bonds ordebtinstruments.

In December last year, BB gave a
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international market.

A finance ministry official said
they are planning to raise $500
million through bonds primarily
to keep any potential risk under
control. If the bond is
undersubscribed for any reason,
the country will not be able to float
the same bond in the next two to

— _— three years, he said.
- 2009-10 2010-1 2011-12 Sri Lanka has recently taken
(July-Nov) (July-Nov) (July-Nov) foreign loans for 10 years at an

set of recommendations to the
government in favour of floating
sovereign bonds, after the central
bank's board of directors predicted
that the BoP could become a major
headachein the comingdays.

The central bank also wrote that
the government can take long-
term credit at low costs by issuing
the bonds.

It also mentioned some nega-
tive aspects of the bonds. It said at
the time of repayment of loans in
foreign currency, the country may
face pressures due to a devalua-
tion ofthelocal currency.

Finance Minister AMA Muhith
also said yesterday that the gov-
ernment is planning to float sover-
eign bonds.

"It is high time to float such
funds," he told businessmen dur-
ing a discussion at the Federation
of Bangladesh Chambers of Com-
merce and Industry (FBCCI) in
Dhaka.

He said international rating
agencies -- Moody's and Standard
& Poor's -- have assigned good
ratings for Bangladesh. "We want

to avail this opportunity. If we float
bonds now, we will receive positive
responses.”

BB Governor Atiur Rahman said
the government is thinking about
itand has done some groundwork.

"We are encouraging the gov-
ernment to capitalise on strong
economic growth," he told
Bloomberg News in Mumbai yes-
terday:.

Independent observers sup-
ported the government move.

"Sovereign bonds will mobilise
a huge amount of foreign funds, if
Bangladesh gets good responses
from the markets," said Sadiq
Ahmed, vice-chairman of PRI.

"It is directly linked to eco-
nomic growth. Bangladesh needs
foreign funds to keep up growth
momentum. Sovereign bonds are
a great plan toraise foreign funds,"
he said.

Asian nations and companies
have raised $11.73 billion this year
even as Europe struggles with a
sovereign debt crisis.

Bangladesh is launching sover-
eign bonds for the first time in the

interest rate of 6.25 percent by
issuing sovereign bonds, said a
central bank official.

At present, the bond is being
issued in the international market
at an interest rate of 5 percent to
J.J percent.

Bangladesh's BoP is now under
pressure due to the import of a
huge volume of petroleum to feed
its power plants and a sharp
decline in net foreign aid.

International Monetary Fund
predicts the deficit in the current
account balance could be $1.4 bil-
liondollarin the currentfiscal year.

BB also projected the same
scenario but put the figure at $250
million.

In its monetary statement
released on Thursday, the central
bank said as a result of multiple
pressures in the external sector,
the exchange rate has depreciated,
with the taka's value falling by
around 15 percent vis-a-vis in the
12 months preceding mid-January
2012 and foreign exchange
reserves have also fallen from
$10.1 billion to $9.2 billion during
the period.
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Bangladesh keeps
up stable outlook

S&P rates the country BB- in Jan update

STAR BUSINESS REPORT

Standard & Poor's, a leading rating
agency in the world, has affirmed Ban-
gladesh's sovereign credit rating with a
stable outlook, which would give a
much-needed boost to the country's
under-pressure economy.

The US-based financial services com-
pany gave Bangladesh a “BB-", thanks toits
strong growth prospects, adequate exter-
nal liquidity and substantial donor com-
mitment to improve its debtratios, accord-
ingtoitslatestupdate as of January 13.

Bangladesh received the same rating
and outlook from the firm in 2011 and
2010.

The rating came a few days after
another international rating agency,
Moody's Investors Service, reassessed
Bangladesh and left its rating
unchanged at “Ba3”, which the central
bank believes would help the country
float its first ever sovereign bonds.

The outlook reflects an unchanged
rating based on their quarterly desk
review of the economy, sad Hassan
Zaman, senior economic adviser to the
governor of BB.

The rating agencies will visit Bangla-
desh for a more in-depth assessment of
macroeconomic developments in April-
May this year and will review the rating
atthatstage, he told The Daily Star.

Both ratings are expected to give Finance
Minister AMA Mubhith "a sigh of relief”, who
onlyTuesday said ablackshadowcame over
the economy due touncertain trends on the
globaleconomicfront.

In its report in November last year,
Standard and Poor's said Bangladesh's
limited fiscal flexibility due to a low reve-
nue-generation capacity against, rela-
tively high public and external debt and

significant physical and human capital
development needs constrain the sover-
eignratings.

"Strong and stable economic
growth and ongoing substantial
donor engagement, which support
continued improvements in debt
ratios, underpin the ratings. Ade-
quate central bank reserve coverage is
another supporting factor for the
ratings,” it said.

Sovereign credit rating is an impor-
tant tool to position a country in the
global financial arena by providing
information on the overall economic
situation.

Standard and Poor's said the stable
outlook reflects Bangladesh's strong
growth prospects and ongoing donor
support, which ensures low-cost and
long maturity external debt that mini-
mises refinancing risk. These factors are
balanced against emerging balance of
payments (BoP) pressures as remittance
growth slows and imports expand, and
therisks fromrisinginflation and a weak-
ened banking sector.

"We could raise the ratings if the gov-
ernment persists with measures to
expand the revenue base and improve
administrative and collection efficiency,
leading to a material rise in its revenue.
We could also upgrade Bangladesh if
rising investment leads to a sustainable
increase inreal GDP growth."

"Conversely, we could downgrade the
sovereign if fiscal slippages result in
rising public debt and external donor
support declines materially. We could
also lower the ratings if incipient BoP
pressures accentuate and lead to an
erosion of external liquidity through lack
of appropriate policy responses,” said
Standard and Poor's.

SEC okays LankaBangla's rights offer

The company plans to raise Tk 82.35cr

STAR BUSINESS REPORT

requirement, Supervisory review
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The Securities and Exchange Com-
mission has approved a rights offer
of LankaBangla Finance, which will
raise Tk 82.35 crore from its existing
shareholders.

The permission came at a meet-
ing of the stockmarket regulator on
Tuesday with SEC Chairman M
Khairul Hossain in the chair,
according to a statement.

The company will issue over 8.23
crore ordinary shares of Tk 10 each
at par. The joint venture financial
institution will offer one rights share
for each existing share.

LankaBangla

LankaBangla Finance, with an
existing paid-up capital of Tk 82.35
crore, will use the proceedings from
the rights offer to strengthen its
capital structure in line with Basel I1
requirement.

The Basel I regime is the latest
version of risk-based capital stan-
dards set for banks and financial
institutions worldwide. The accord
has been prepared on the basis of
three pillars: minimum capital

process and market discipline.

All three types of risks -- credit
risk, market risk and operational
risk -- have to be considered under
the minimum capital requirement.

LankaBangla Finance, which was
listed on the stockmarket in 20086, is
engaged in lease financing, term
financing, factoring, auto loan,
SME, deposit scheme, home loan
and stock broking.

On the Dhaka Stock Exchange
yesterday, each LankaBangla share
was traded between Tk 147.60 and
Tk 124.80, before closing at Tk
124.90.
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India's biggest

Corp, said sales

you can bank on us

Indian auto giants' sales on rise

Wednesday said sales in January rose for the first
time in eight months, while rival car makers contin-
ued to show a steady pace of growth.

Maruti, majority-owned by Japan's Suzuki Motor

115,433 vehicles, led by higher demand for its hatch-
back models and a jump in exports.
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auto maker Maruti Suzuki on

climbed 5.2 percent year on year to TVS/Auto
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TUS =&

TUS Auto Bangladesh has heen honoured as the
4th highest revenue paying company of Bangladesh

TVS Auto Bangladesh has been recognized as the 4th highest revenue payer among all
private organizations in financial year 2010-11 by National Board of Revenue at a
ceremony of Chittagong Customs House. This honour will strengthen our commitment
to our business ethics, transparency and in overall development of the country.

J. Ekram Hossain, Managing Dlrectnr of TVS Auto Bangladesh,
is receiving the crest from NBR Chairman as the 4th highest
revenue payer

Our heartiest gratitude to all our customers, business-partners
and well-wishers for being with us in this achievement.
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