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Political turmoil sours
dairy farming

SOHEL PARVEZ

Ashok Ghosh always dreamt of owning a
dairy farm with 100 cows, and he was
cruising towards it, too, until the political
unrest bubbled over on October 26 last
year.

Sales have been sporadic since, as the
large milk processors, most of which are
based in Dhaka, are unable to send in their
milk tankers to collect the produce from
farmers on a daily basis due to the virtually
non-stop shutdowns and blockades.

To get by, Ghosh has to sell his produce to
local sweetmeat shops and neighbours. But
that too has become a struggle for him
nowadays due to the excess supply. Prices of
milk have fallen to Tk 20-25 each litre, down
from the average price of Tk 40 per litre.

"No-one wants to buy milk. How will I
be able to continue to feed my cows if
things go on like this?" said the frustrated
37-year-old farmer from Jhikorgachha in
Jessore early last month.

[Inable to bear the costs any further, he
started selling his milking cows in the
middle of December. So far, he has sold 15
of them, leaving him with just three. He
also had to lay off one of his two workers.

Ghosh is not alone—thousands of
milkmen across the country are in the same
boatas him.

Take, Abdul Aziz, a dairy farmer from
Debhata upazila in Satkhira. Last month,
he sold two of his six milking cows in a bid
to reduce the pressure on his wallet for feed
purchases.

He has to spend Tk 350 to buy feeds fora
cow giving one litre of milk a day. But now,
he gets Tk 230 at best by selling the produce.

Provash Ghosh, a farmer from Tala
upazila of Satkhira, said regular purchases
by the milk processor Brac helped him buy
feeds and pay monthly instalment for loans
taken earlier for cow rearing,.
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Dairy farmers of Rangpur pour milk on a highway to protest the blockades and shutdowns that have badly hit their business.

But thanks to the political deadlock
which broke down his regular sales cycle,
he became a defaulter, prompting him to
sell two of his milking cows.

"Even demand from restaurants has
fallen as many remain closed during
shutdowns. And demand from individual
customers is low because of the reduced
income for political instability,” said Feroz
Shah Alam, another farmer from Debhata.

On Tuesday, Alam, who gets 80 litres of
milk daily, could not even sell 30 litres.

"I will have to throw away the milk.
Unless the political situation improves, we
will have no other choice but to quit dairy
farming."

This, however, is a deadweight loss, as the
milk processors too are suffering, for failure
to collect the required amount of milk from
suburbs to meet the demand in cities.

"We are incurring massive lost sales
everyday as we cannot market milk and
milk products at every point," said
Mohammad Munir Chowdhury, managing
director of Milk Vita, the country's largest
state-run cooperative dairy farm.,

Around 70,000 litres of milk are brought
in to the plant on shutdown or blockade
days, down from 150,000 litres on normal
days, he said.
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Insurers still in illegal
commission business

Regulator plans to enforce
rules strictly

SAJJADUR RAHMAN
Non-life or general insurance companies have again
engaged in commission business violating rules.

Some insurers have been offering exorbitantly high
commission -- up to 60 percent of premium -- to get
business amid fierce competition.

Analysts said, though the insurance market has become
saturated with more than 40 companies now, the govern-
ment has issued new licences of late.

The Insurance Development and Regulatory Authority
(IDRA), the regulator, had issued a notice in 2012 restricting
the highest ceiling for agents' commission at 15 percent of
premium,

The notice was made effective from March 1, 2012.

"But nobody is following the IDRA rules on agents'
commission. If we stick to the rules, we'll lose business to
other companies,” said Nasir A Chowdhury, adviser to
Green Delta Insurance.

Akhtar Ahmed, managing director of Reliance Insurance,
termed the commission system an unhealthy practice,
which he said is bad forboth insurers and clients.

“Commission is nothing but a bribe and it generates
black money into the economy,” Ahmed said.

Insurance companies offer commission to new custom-
ers as an incentive to lure them into an insurance scheme or
purchasing a policy through them. This commission is
given to the clients in the name of agents.

It is also common for the customers to bargain for a
discount on the amount of premium they pay, which often
becomes the deciding factor for purchasing a policy or
product. For example, if a policy's premium is Tk 100,000,
50 percent commission to clients would make the actual
premium Tk 50,000, though the figure will remain Tk
100,000 on papers.

Before the enactment of new laws in 2010, the insurance
industry was run by the 1938 Act, where there were no hard
and fast rules about the commission. And, some vested
insurers used to offer as high as 80 percent of premium as
comimission,

“There is no mechanism to stop this practice (of giving
commission),” said QAFM Serajul Islam, managing direc-
tor of Pioneer Insurance.

As there is no agent in reality in the non-life insurance
segment, there is no question of giving commission to
agents, he said, adding that insurers give the commission to
clients, but make documents in the name of agents.

READ MORE ON B3

Unrest takes
toll on telco
revenues

ABDULLAH MAMUN

The current state of poli-
tics is affecting telecom
operators, as their reve-
nues have dropped signif-
icantly and will continue
falling in the coming
months, officials said.

The 3G network
expansion plans of the
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Correction

In a report with the
headline "Denim
exhibition in March”
published yesterday, we
mentioned the Chittagong-
based Karnaphuli Export
Processing Zone with the
abbreviation KEPZ.

But as the abbreviation
KEPZ has been registered
under the name of Korean
EPZ (KEPZ) Corporation
(BD) Ltd, none other than
Korean EPZ Corporation
can use the abbreviation,
according to a statement.

We regret the error.

percent.

he said.

GAZI TOWHID AHMED

Banks, which have the highest market

capitalisation of 19.5 percent, bled the
stockmarket last year, losing 13.5 per-

Most of the listed banks saw their
profits decline last year due to politi-
cal deadlock and an increased bur-
den of default loans, said Ali Imam,
head of research of
BRAC-EPL, a leading

Lower credit availability for cus-
tomers and low single-digit rental
yield weakened the real estate
demand since 2010. As a result, the
stock price of Eastern Housing Ltd,
the only listed developer company,
could not beat the broader market,

The other large-cap in the sector is
Summit Alliance Port, a dry dock ser-
vice provider whose earnings fell by 50
percent in 2013 from its 2010 peak,
according to Imam.

On the other hand, internal
demand-focused heavy-weight sectors
such as foods, pharma and telecoms

sector that lost the high-
est last year—of 19.7

two years.

Banks brought down
stockmarket in 2013

rose 82.9 percent, 31.4 percent and
16.9 percent, respectively, outperform-
ing the benchmark index with signifi-
cant margin,
British American Tobacco, the largest
constituent of the food sector, posted
55 percent earnings growth in 2012
and is expected to maintain more than
20 percent growth over the next two
years, he said.

“Such expectations explain the stock's
91 percent appreciation in 2013, which
also drove up the sectoral composite.”

Share price of the other important
food processing company, Olympic
Industries, also gained 124 percent in
2013, reflecting annual earnings growth
of more than 50 percent during the last

Notable here is that Olympic is
counted as an engineering sector com-
pany in DSE, which is one of the reasons
why engineering sector composite was
up by 26 percent last year, he said.

gazitowhid@gmail.com

SOURCE: BRAC-EPL

Apartment and plot sales registered a
60 percent drop in 2013 from the
previous year mainly due to political
unrest and high lending rates, the apex
housing body said yesterday:.

“The housing sector has plunged
into crisis because of prolonged politi-
cal turbulence,” said Md Sydul Islam
Badal, general secretary (current duty)
of Real Estate and Housing Association

The ongoing political stalemate is
responsible for the latest setback to
the industry that was already weighed
down by high lending rates, he

[n recent times, the interest rates on
loans to buy property have climbed to
more than 19 percent. "Customers
have almost stopped making new
bookings,” Badal told The Daily Star.

The sector also witnessed a signifi-
cant fall in new project registrations

The number of new projects under-
taken by developers declined by
around 75 percent in 2013 compared
to the previous year, according to

“The year 2013 has been the worst
for the real estate sector, " said Toufig M
Seraj), managing director of Sheltech
(Pvt) Ltd, a leading housing company.

Sheltech, which has around 40
ongoing projects, usually takes 12-15
projects a year, he said. "The number
was only 3 last year.”
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Meanwhile, the platform of realtors
yvesterday sought a stimulus package
from the government to revive the
struggling sector.

A delegation, led by its President
Nasrul Hamid, submitted a two-point
proposal before the finance minister at
his secretariat office.

The proposal included immediate

The number of new
projects declines 75pc

338 companies have
@ 22,572 unsold flats

worth Tk 21,506.36¢r

The amount of their
® unpaid loans is more
than Tk 4,181 cr

The company's sales also declined
by more than 30 percent last year, he

REHAB in a recent study found that
a total of 338 companies have 22,572
units of unsold flats worth Tk
21,506.36 crore.

As the association has around 1,200
member companies, the actual
number will be far higher, officials

The 338 companies surveyed are yet
to hand over 7,014 flats with an
approximate value of Tk 773.28 crore,

Real estate sales dip 60pc

REHAB demands stimulus package

formation of a Tk 3,000 crore fund to
extend long-term credit to the low and
middle-income buyers at a single digit
rate of interest.

Developers also sought assistance
for rescheduling their existing bank
loans with a one-year grace period
without down payments.

The REHAB president said banks
and other financial institutions have
been reluctant to finance the develop-
ers for the last one and a half years after
Bangladesh Bank issued a notice
identifying real estate and housing as a
non-productive sector.

He urged the government not to
treat the sector as a non-productive
one.

However, Finance Minister AMA
Muhith said there is a need to sit with
economists and planners on whether
to term the real estate sector productive
or non-productive.

"And I'll do it shortly,” he said.

On loan rescheduling, Muhith said
he will discuss it with the central bank
so that the developers can reschedule
their existing bank loans easily.

The minister, however, turned down
the REHAB proposal to form a Tk
3,000 crore fund for the low and
middle-income buyers.

The unpaid loans of the surveyed
338 companies now stand at more
than Tk 4,181.48 crore, according to
REHAB.

"But the amount would cross Tk
8,000 crore if the entire sector is taken
into account,” said the association's
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