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BB relaxes car
loan policy

STAR BUSINESS REPORT

The central bank has doubled the ceiling
for car loans to reflect the increased prices
of motor vehicles and provide banks a
channel to utilise their excess liquidity.

Banks can now extend up to Tk 40 lakh
as car loan, Bangladesh Bank said in a
notice yesterday. The previous ceiling for
carloans was Tk 20 lakh.

The debt-equity ratio has also been
changed to 50:50 from 30:70 earlier. In
other words, consumers can now buy cars
worth up to Tk 80 lakh by availing a Tk 40
lakh bank loan. Previously, cars worth up
to Tk 67 lakh could be purchased by taking
outabankloan.

The move comes in response to the
higher market prices and demand for
vehicles, said Md Anwarul Islam, deputy
general manager of the central bank.

Another BB official said the relaxation
of the car loan policy arose from the need
to give banks a channel to direct their huge
piles of liquidity in the face of sluggish
investment demand.

Atthe end of May, banks were sittingon Tk
140,243 crore of excess liquidity, up from Tk
79,441 crore atthe end of June last year.

The increase in car loan ceiling will not
affect inflation, as the product is generally
consumed by the society's high-income
group, Islam added.

Meanwhile, Abdul Haque, a former
president of the Bangladesh Association of
Reconditioned Vehicle Importers and
Dealers Association (BARVIDA), wel-
comed the central bank move, as the previ-
ous loan policy was “too tough” for the
general public.

The new policy will be beneficial for
small businessmen who until now could
not afford the high cash requirement to
purchase a car or utility van, he said.

Haque, however, called for further
relaxation of the policy.

The ceiling for auto loan under con-
sumer financing was first fixed in 2004 at
Tk 50 lakh; loans could be availed after a
10 percent down payment.

Then in 2005 it was lowered to Tk 20 lakh,
to be raised back to Tk 50 lakh in 2010. The
debt-equity ratio then was fixed at 50:50.

In 2012, as part of BB's efforts to dis-
courage loans to unproductive sectors, the
ceiling was again lowered to Tk 20 lakh
and the debt-equity ration set at 30:70.

READ MORE ON B3

Transactions via SWIFT rise 32.7pc

The financial messaging network celebrates 20 years in Bangladesh

SUMAN SAHA

Bangladesh last year registered 32.7
percent year-on-year growth in
foreign exchange transactions
through SWIFT owing to an increase
intrade finance payment.

Around eight million foreign
currency transactions in and out of
Bangladesh were completed through
the SWIFT network last year, accord-
ing to Alain Raes, chief executive of
SWIFT's Asia-Pacific region.

Trade accounts for 56.1 percent
of financial traffic sent by
Bangladesh, which is 5.06 million a
year.

“Bangladesh has registered sig-
nificant growth in trade finance as it
is gradually becoming a manufac-
turing hub,” he told The Daily Star
in an interview yesterday.

Bangladesh's import payment
rose 9.77 percent year-on-year to
$33.18 billion between July and
May, according to data from BB.
Inward remittance was $14.22 bil-
lion in fiscal 2013-14, while
Bangladesh exported $30.17 billion
of goods in the same year.

Raes was in Dhaka to mark
SWIFT's 20 years of operation in
Bangladesh. A programme was

Alain Raes

organised at the capital's Westin
hotel, which was attended by top
officials of financial institutions and
Bangladesh Bank Governor Atiur
Rahman.

The country ranks 16th in the
Asia-Pacific region for total sent
traffic and 14th for received traffic,
he said.

SWIFT, short for the Society for
World-wide International Financial
Telecommunication, is the mem-

ber-owned cooperative that pro-
vides the communications plat-
form, products and services to con-
nect 10,500 banking organisations,
securities institutions and corporate
customers in 216 countries and
territories.

Its presence was extended to the
US in 1979 and to Asia in 1980,
Today, it handles more than four
billion messages a year between
financial institutions, market infra-

structures and corporation.

The network was introduced to
Bangladesh in 1994 by AB Bank Ltd
and a few other ambitious commer-
cial banks.

Later in 2002, more commercial
banks including the central bank
started using SWIFT for their day-to-
day payment and settlement activi-
ties. At present, 56 commercial
banks are members of SWIFT.

As a modern payment system,
SWIFT is playing a crucial role for
economic development of any
country, Rahman said at the event,
adding that the network has made
secure, hassle-free foreign transac-
tions possible for the country.

READ MORE ON B3
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Political stability key to
higher growth: MCCI

STAR BUSINESS REPORT

Bangladesh needs to control inflation, keep the macro-
economy stable and meet the export and revenue collec-

tion targets to achieve the desired eco

fiscal year, a leading chamber said yesterday.
The overall economic condition was positive as indicated
by steady improvements in the major economic indicators

in the just concluded fiscal year,
Chamber of Commerce and Industry (M

Restoring momentum in economic activities and

improving law and order conditions
major challenges for the government,

target of achieving 7.3 percent GDP growth in the current

fiscal year, the chamber said.

Reining in inflation

Keeping the macro-economy

nomic growth this

stable
said the Metropolitan &
CCI). Meeting the export and
revenue collection targets

will be the other
which has set the

Bangladesh for April-June.

Political stability should also be maintained to achieve

CHALLENGES § WHAT TO DO

Political stability should
be maintained

The govt should restore
momentum in economic
activities
Law and order conditions
should be improved

the government's growth and inflation targets, the MCCI
said in its quarterly review of the economic situation in
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TUBA BONUS

Worker leader
threatens to
resume protests

STAR BUSINESS REPORT

Leader of Garments
Wotkers Unity Forum,
a trade union in the
apparel sector, yester-
day threatened to
relaunch protests
unless the Tub Group
workers get their festi-
val bonuses soon.

Moshrefa Mishu,
president of the
Forum, also
demanded cancella-
tion of the bail to
Delwar Hossain,
managing director of
Tuba Group.

Mishu alleged that
the police oppressed
the Tuba workers who
were on hunger strike
to realise their three
months’' arrears and
Eid bonus.

“If our six-point
demands are not met
by August 16, we will
demonstrate at
Shahbagh on August
17 and hold a workers'
gathering at Badda on
the following day,” she
said at a press confer-
ence in Dhaka.

“We want Delwar
to reopen his five
units as soon as
possible so that the
workers are
employed,” she said.
“If Delwar wants to
close down his facto-
ries, he will have to
pay the workers as
per the law.”

READ MORE ON B3

STAR BUSINESS REPORT

Bangladesh needs to develop its weak
institutions to make them appropriate
for a middle-income country as the
existing ones only fit a low-income
nation, the World Bank said yesterday.

"We are living in a country that has
institutions that are developed for a
low-income country. Understandably,
it was a low-income country when
those institutions were developed,”
said Johannes Zutt, country director of
the global lender.

But the reality is the country is now
on the way to becoming a lower mid-
dle-income country, he said.

"So, it needs to have institutions
that are appropriate for a middle-
income country. The country needs
institutions that can handle much
larger and much more complex pro-

jects and problems."

The WB official spoke during a
presentation at the monthly meeting
of American Chamber of Commerce in
Bangladesh (AmCham) at Ruposhi
Bangla Hotel in the city.

Zutt said the country has some weak
oversight institutions such as the Anti-
Corruption Commission and Election
Commission. "They are quite weak for
a country at this level of development."

"They need to be strengthened and
need to have their independence
assured. They should be given freedom
from political interference and also a
degree of financial independence.”

Zutt also said record keeping is
quite poor in the country. "Bangladesh
still has a budget system that is not run
on an integrated financial manage-
ment system. There is problem with
land records. There are a lot of oppor-

Time to fortify institutions

WB country director says Bangladesh needs
institutions that fit a middle-income country

tunities for information and commu-
nication technology to enhance service
delivery."

The WB official also praised
Bangladesh's overall macroeconomic
management, saying the country has
made remarkable progress since its
independence.

"In addition, Bangladesh is one of
the few developing countries that are
doing quite well in case of achieving
the Millennium Development Goals."

He said Bangladesh is trending in
the right direction in the medium
term, but the slope of the trend is a bit
disappointing.

"If the right things are done the
trend of positive growth and poverty
reduction could be much better."

Zutt also talked about the chal-
lenges the country faces.

READ MORE ON B3
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