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High lending rates hold

businesses captive

City Bank Chairman Rubel Aziz says interest rates should
come down as banks are sitting on surplus funds

SAJJADUR RAHMAN

MALL, medium or large
enterprises are mainly

dependent on bank funds for
their financial needs. So, higher
borrowing costs put them under
tremendous pressure.

Businesses also face internal
and external adversaries --
unscheduled power cuts and a
shortage of gas and skilled labour
-- which also push their operating
Costs up.

In this situation, Rubel Aziz,
chairman of The City Bank, told
The Daily Star in a recent inter-
view that it has become difficult
for the business community to
survive,

“High interest rates inhibit
investors, which is evident in the
slow economic activities nowa-
days,” said the chairman of the
first generation private comimer-
cial bank.

Borrowing rate now stands at
15 percent, which goes up to 18-
20 percent after various charges
are included, he said. This high
interest rate has made many busi-
nesses vulnerable and increased
banks' non-performing loans, he
said.

The City Bank chairman said
time is running out and the cen-
tral bank should take immediate
steps to ease the borrowing costs,
as banks are sitting on surplus
funds and the country has a
record reserve of foreign exchange.

Aziz, who 1s a second-
generation businessman of Partex
Group that was founded by his
father MA Hashem, is taking the
bank to new heights. He intro-
duced core banking systems and
other technologies in the bank to

——

Rubel Aziz

ensure accountability and improve
services. The bank launched
around 20 new products in the
last five years and many more
modern and attractive products
are in the pipeline.

The 40-year-old chairman also
spoke about the bank's new
business window -- a money
transfer company opened in
Malaysia to formally channel
remittances. The board of direc-
tors and top management had to
go through a series of interviews
to get the licences from the Bank
of Negara, the central bank of
Malaysia.

Aziz, who is a diverse entrepre-
neur having presence in beverages

to plastic products and properties
to jute mills, also discussed the
overall situation of the banking
industry, business trends, financial
scams and the economy as a
whole.

But he said the interest rates are
exorbitant as it is not being
reduced at this time when the
demand for money from the
business community is declining,.

The interest rate market has
become more volatile with nine
new banks coming into business
recently to take the total number
of scheduled banks to 56, Aziz
said.

“Competition to get deposits
has intensified,” he said. If his

bank offers lower rates for depos-
its, other banks will take away the
money by offering higher returns,
he added.

When many countries are
bringing down the number of
their banks for better regulation
and services, the opposite is true
in Bangladesh, said the chairman.
He cited examples from Thailand
and Malaysia where the number
of banks has come down to 7-8
from around 100 a few years ago.

He urged the central bank to
address the crisis.

"Bangladesh Bank can set a cap
on interest rates, both for deposits
and lending,” Aziz said. If the cap
on deposits is set at 7 percent, the
cost of borrowing would not be
more than 12 percent, he added.

On the growing number of
scams in the financial sector, he
said introducing a centralised
system is important to monitor
and supervise the activities of the
bank branches.

“No branch of The City Bank
can approve any loan, regardless
of the amount. It must go through
the head office's credit appraisal.”

On government policies, he
said those should not be imple-
mented before consulting the
stakeholders. He cited examples of
loan rescheduling and classifica-
tion rules, which were imposed on
the banking sector all of a sudden
at a tough time.

Aziz said the overall business
environment in the banking sector
was challenging in 2012 but it is
getting worse this year due to
growing political uncertainty.

"We are trying to survive
through crisis management. The
rest depends on the country's
politics.”

Yellen emerges as first woman
for top job at US Fed

AFP, Washington

RESIDENT Barack Obama was
Pexpﬁted to nominate Janet Yellen

yesterday as the first female head of
the US Federal Reserve, at a time when
raging political turbulence is imperiling
the fragile US economy.

Obama put forward Yellen for a four-
year term at a White House event also
attended by outgoing Fed Chairman Ben
Bernanke, a US official said Tuesday.

Yellen, currently a vice chair of the US
central bank, emerged as favourite for the
post after another possible pick, former
Treasury secretary Lawrence Summers, pulled
out of the running due to opposition from
Obama's Democratic allies in the Senate.

The 67-year-old sits in the middle of
the Fed "doves" -- those focused on stimu-
lating the economy back to full employ-
ment and, not yet at least, worried about
the specter of easy money sparking uncon-
trollable inflation.

But one of her first tasks as Fed chief, if
confirmed by the Senate, will be to judge
how quickly to taper off the monetary
stimulus policies that the Fed had earlier
appeared set to ease by the end of the year.

Economists and markets had widely
expected the $85 billion a month quanti-
tative easing program to be scaled back
after September’s Federal Reserve Open
Market committee (FOMC) meeting.

But a worsening of some key economic
indicators, as well as political battles over
economic policy in Washington, had
raised concerns,

Yellen has spent more than a dozen
years altogether at the Fed in various posi-
tions, including the last four years as vice
chair. She would be the central bank's first
female chief.

She will begin to prepare for her confir-
mation hearings at a time of stark parti-
sanship in Washington, with Obama and
Republicans facing off over the need to lift
the US debt ceiling and a government
shutdown.

Summers, who served as a key White
House economic advisor in the crisis-
marred initial few years of Obama's first
term, had run into trouble over his record
on policy while a member of the Clinton
administration in the 1990s and for a
supposedly abrasive personality.

Janet Yellen

In particular, three Democratic senators
on the Senate Banking Committee, the
first stop for congressional approval,
raised questions about Summers having
driven the banking deregulation that led
directly to the financial crisis, and about
his alleged closeness to Wall Street.

Yellen, by contrast, won the backing of
around 500 economists, who signed a
petition stating that she was one of the
first members of the FOMC to realise the
financial sector's difficulties in 2007 could
cause a major recession.

She is not expected to face serious oppo-
sition from Democrats in the Senate, but
could face some tough questions on the
monetary easing programime from
Republican senators.

Senator Tim Johnson, Democratic
chairman of the Senate Banking commit-
tee, said Yellen had a "depth of experience
that is second to none" and would be an
excellent Federal Reserve Chairman

Democratic Senator Chuck Schumer
said Yellen would be "an excellent choice
and I believe she'll be confirmed by a wide
margin.”

Bernanke, has led the Fed since 2006,
through one of the most turbulent eco-
nomic periods in US history. He was origi-
nally chosen by Republican president
George W Bush.

Obama kept him on for a second term in
2010 as the country was still reeling from
the deepest economic crisis since the 1930s
-- one of Bernanke's academic specialties.
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