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Mid-tier Chinese banks piling up
trillions of dollars in shadow loans

REUTERS, Beijing

Mid-tier Chinese banks are increas-
ingly using complex instruments to
make new loans and restructure exist-
ing loans that are then shown as low-
risk investments on their balance
sheets, masking the scale and risks of
their lending to China's slowing
economy.

The size of this 'shadow loan' book
rose by a third in the first half of 2015 to
an estimated $1.8 trillion, equivalent
to 16.5 percent of all commercial loans
in China, a UBS analysis shows. For
smaller banks, the rate is much faster.

This growing practice, which
involves financial structures known as
Directional Asset Management Plans
(DAMPs) or Trust Beneficiary Rights
(TBRs), comes at a time when some
mid-tier lenders, under pressure from
China's slowest economic growth in
25 years, are already delaying the
recognition of bad loans.

"These are now the fastest growing
assets on the balance sheets of most
listed banks, excluding the Big Five,
not just in percentage terms but abso-
lute terms," said UBS financial insti-
tutions analyst Jason Bedford, a for-
mer bank auditor in China who

focuses on the issue. "The concern is
that the lack of transparency and mis-

categorization of credit assets poten-
tially hide considerable non-
performing loans."

To provide a buffer against tough
times, banks are required to set aside
capital against their credit assets - the
riskier the asset, the more capital must
be set aside, earning them nothing.

Loans typically carry a 100 percent
risk weighting, but these investment
products often carry a quarter of that,
so banks can keep less money in
reserve and lend more.

Banks must also make provision of
at least 2.5 percent for their loan
books as a prudent estimate of poten-
tial defaults, while provisions for
these products ranged between just
0.02 and 0.35 percent of the capital
value at the main Chinese banks at
the end of June, Moody's Investors
Service said in a note last month.

At China's mid-tier lender
Industrial Bank Co, for example, the
volume of investment receivables
doubled over the first nine months of
2015 to 1.76 trillion yuan ($267
billion).

This is equivalent to its entire loan
book - and to the total assets in the
Philippine banking system, filings
showed. Industrial Bank declined to
comment for this story.

Investment receivables may

include such benign assets as govern-
ment bonds, but increasingly they
include TBRs and DAMPs at mid-tier
lenders.

At Evergrowing Bank, investment
receivables reached 397 billion yuan
in September, surpassing its loan
book of 290 billion yuan. The bank
sald last year practically all of its
investment receivables were DAMPs
and TBRs.

China Zheshang Bank, another
smaller lender, also saw its invest-
ment receivables double over the
same period, the bank's prospectus to
sell shares in Hong Kong shows.

Zhang Changgong, the bank's
deputy governor, said banks were

increasingly becoming return-seeking
asset managers, not mere lenders.

“In the past banks (made loans
and) held assets. Now banks manage
assets,” he said.

The rapid growth of investment
receivables, from less than $300 bil-
lionin 2012, comes despite a decision
in 2014 by China's banking regulator
to restrict purchase of TBRs and
DAMPs under repurchase agreements
in the interbank market, in a move to
restrict the growth of these assets.

But DAMPs and TBRs soon reap-
peared on bank balance sheets under
the line 'investment receivables'.
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HSBC BANGLADESH
Robert S Hermelin, second from right, head of human resources at HSBC Bangladesh, and John Schroeder, fourth

from right, interim dean of faculty of Asian University for Women, award a scholarship of £50,000 to a student of
the university in Chittagong. The student has been selected on merit and will be provided with up to £10,000 in
the first year and will get the fund in the next four years based on her academic performance.
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Mutual Trust Bank Chairman Rashed
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A Chowdhury, Founding Chairman Syed Manzur Elahi, Vice Chairman MA Rouf,
directors Arif Dowla and Khwaja Nargis Hossain, Independent Director Anwarul Amin and Managing Director Anis A
Khan attend the bank's annual business conference 2016 in Dhaka on Saturday.

Government of the People’s Republic of Bangladesh

7 i & =7 Directorate General of Family Planning
T 20 O T 6, Kawran Bazar, Dhaka-1215.
Memo no. DGFP/L&S-3/2015-16/80/ < 2 Date: ] .01.2016
Invltatlon for Tender
for Procurement of Various Medicines (two items)
(Package- GFP/MC-05/15)
KEY INFORMATION
1 Procurement Method / Document | NCT (Open Tendering Method)
FUNDING INFORMATION
2 Source of Funds RPA (Gov.)
3 Development Partner International Development Association (The World Bank)
PARTICULAR INFORMATION
4 Project / Programme Code 4954-BD
S Project / Programme Name HPNSDP
6 Tender Package No. GFP/MC-05/15
7 Tender Package Name Procurement of Various Medicines-
Item # 1:
Tab. Iron & Folic Acid (Ferrous Fumarate 200 mg + Folic Acid 400 mecg)
&
Item # 2:
Cap. Amoxycillin (500 nlg)
8 Tender Publication Date |
9 Tender Last Selling Date 02-03-2016

10 Tender Closing Date and time

03-03-2016 11:00 AM

11 Tender Opening Date and time

03-03-2016 11:30 AM

12 Name and Address of the Office(s)

-Selling Tender
Document(Principal

Office of the

Director (Logistics and Supply) and

Line Director (Prnmramant. Storage and Supply Management), Logistics &
Supply Unit (5" floor), Directorate General of Family Planning, 6, Kawran
Bazar, Dhaka-1215, Bangladesh.

-Selling Tender Document(Others)

Not Applicable

-Receiving Tender Document

Office of the

Director (Logistics and Eupply} and

Line Director (Procurement, Storage and Supply Management), Logistics &
Supply Unit (5™ fioor), Directorate General of Family Planning, 6, Kawran
Bazar, Dhaka-1215, Bangladesh.

-Opening Tender Document

Office of the

Director (Logistics and Supply) and

Line Director (Fmr:uremant. Storage and Supply Management), Logistics &
Supply Unit (5™ floor), Directorate General of Family Planning, 6, Kawran
Bazar, Dhaka-1215, Bangladesh.

13 Place/Date/Time for Pre-Tender

Conference Room of the

Meeting Director (Logistics and Supply) and
Line Director {Prumrament. Storage and Supply Management), Logistics &
Supply Unit (5" floor), Directorate General of Family Planning, 6, Kawran
Bazar, Dhaka-1215, Bangladesh.
Date: 08/02/2016, Time: 11.00 a.m.
INFORMATION FOR TENDERER

14 Eligibility of Tenderer

The Tenderer shall furnish documentary evidence that the proposed Manufacturer(s) meets the
following requirements (if tenderer itself is the manufacturer, then it shall meet the following
requirements):

Details requirement can be found in the tender document.

e Manufacturer has manufactured and marketed the offered medicine (s) as per this tender
document, for at least last three (3) years;

o  The manufacturer should have the following annual manufacturing capacity: Four
times of the offered quantities as per the schedule of requirement;

e The Tenderer shall have at least five (5) years of general experience in supplying any
pharmaceuticals products.

« The tenderer at the time of tender submission should have at least the amount of|
liquid asset or working capital or credit facility or combination of these as follows:
a) For Item No. 1: BDT 3,00,00,000.00;

b) For Item No. 2: BDT 7,00,00,000.00;

15 Brief Description of
Goods or Works

Procurement of Various Medicines: 1

Related Services

Item- 1 160 million pieces of Tab. Iron & Folic Acid (Ferrous
Fumarate 200 mg + Folic Acid 400 mcg)
ltem- 2 18 million pieces of Cap. Amoxycillin (500 mg).
16 Brief Description of Not required.

17 Tender Document
Pric

Taka 2000/~ (Taka Two thousand) only, non- refundable. Mode of payment should be
made by Treasury Chalan from Bangladesh Bank/ Somali Bank Code no: 1-2781-0000-
= 2366 in favor of Director General, Directorate General of Family Planning, 6, Kawran
Bazar, Dhaka-1215. Original copy of ‘Treasury Challan’ must be certified (CTR) by

concerned accounts office.
18 | Lot No/ Identification Location Tender Security Completion
ltem no. Amount in Taka Time
Item-1
BDT 10,00,000.00
Tab. Iron & Folic Acid belar The total quantity
(Ferrous Fumarate 200 mg (Takca Ten Lakh) shall be supplied
+ Folic Acid 400 mcg) Central Warehouse, within 8 weeks from
Family Planning, the date of contract
Mohakhali, Dhaka. signing.
Item-2 Cap. Amoxycillin (500 mg) BDT  20.00.000.00
(Taka twenty lakh)
PROCURING ENTITY DETAILS
19 | Name of Official Inviting Tender Md. Abdus Salam Sarker
20 | Designation of Official Inviting Director (Logistic and Supply) and
Tender Line Director (Procurement, Storage and Supply Management),
21 | Address of Official Inviting Tender Logistics & Supply Unit (5™ floor)

Directorate General of Family Planning (5" floor), 6, Kawran Bazar,
Dhaka-1215, Bangladesh

Tender

22 | Contact details of Official Inviting

Tel. No. 88-02-9101232, Fax No. 88-02-9101232,
e-mail: dirisdgfp@qmail.com

The procuring entity reserves the right to accept or reject all tenders.

GD-299

Director, Logistics & Supply,(Attached)
&
Line Director, PS&SM

Telephone & Fax; 88-02-9101232
Email- dirlsdgfp@gmail.com




