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Despite jitters, 2020 was a banner year for stocks
FROM PAGE B1

In an effort to curb the spread of 
Covid-19, the government enforced a 
nationwide shutdown of all economic 
activities between March 26 and May 
30.

The country’s bourses were also 
shuttered during this two-month 
period, which was the longest closure 
of trading in the country since the 
liberation war in 1971.

As a result, earnings across almost 
all sectors dropped by 25 to 30 per 
cent during the April-June period.

However, the DSEX still managed 
to hit the 5,400 level by the end of the 
year.

This happpened because of rising 
investor confidence alongside certain 
initiatives taken by the Bangladesh 
Securities and Exchange Commission 
(BSEC) under the new leadership of 
Prof Shibli Rubayat Ul Islam, said 
Masudur Rahman, a stock investor.

“The market was under-valued so 
investors invested money despite the 
earnings fall,” he added.

If bond trading in the secondary 
market begins this year, it would 
further fuel investor confidence 
and improve the market depth, the 
investor said, adding that BSEC 
should be strict to stop gambling.

Stock gambling was a common 
problem throughout the year that saw 
a junk stock like Zeal Bangla Sugar 
Mills to top the gainers’ list with a 
392 per cent increase even though 
the company has given nothing to its 
investors for the last two decades.

“Insurance companies also have 
no big news other than the impact 
of the pandemic so their share price 
doubling or tripling was only caused 
by gambling,” Rahman said.

Asia Insurance took second place 
in the gainers’ list, increasing by 358 
per cent through the year. Meanwhile, 
Provati Insurance and Asia Pacific 
Insurance edged up by 210 and 209 
per cent respectively.

“Insurers’ earnings will be 
positively impacted with the lower 
commission regime because it will 
reduce their costing,” said Khairul 
Bashar Abu Taher Mohammad, CEO 
of MTB Capital.

In 2012, the Insurance 
Development and Regulatory 
Authority (IDRA) issued a circular, 

barring insurers from paying more 
than 15 per cent of the premium as 
commission.

However, most insurers disregarded 
the directive, prompting the market 
regulator to issue a notice in late 
2019, urging compliance for the sake 
of the sectors’ well-being.

And in a positive development, 
the insurance companies agreed to 
follow the order during a meeting of 
the Bangladesh Insurance Association 
in 2019.

“But the commission reduction 
cannot be the cause for doubling their 
business so the price fluctuation was 
not grounded,” Mohammad added.

Apart from the commission, Md 
Sayedur Rahman, managing director 
of EBL Securities, brought some other 
issues to light, which includes keeping 
lower vehicle insurance costs.

Earlier, vehicle insurance cost 
around Tk 500-600 through third 
party insurance providers but it would 
now cost about Tk 20,000 due to the 
insurance regulators’ new policy.

“The insurance companies’ stock 
market investment capacity also 
doubled while the policy changes also 
boosted their shares,” added Rahman, 
also president of the Bangladesh 
Merchant Bankers’ Association.

Regarding the rise of insurance 
stocks, Shahidul Islam, CEO of the 
VIPB Asset Management Company 
said that they manage around Tk 300 
crore from their funds but do not 
have a single share with any insurance 
company.

“It shows how we treat the sector,” 
he added.

The fact that companies with poor 
fundamentals like Zeal Bangla were 
in the gainers’ list throughout the year 
was not a very good indication and 
was a result of pure rumour-based 
speculations.

“Only when people burn their 
finger do they learn,” Islam said, 
adding that the BSEC could set some 
governance criteria and financial 
indicators that a company must 
follow in order to avoid delisting.

Asked about Covid-19’s impact on 
the stock market, he said the index 
had dropped to a historic low when 
the deadly pathogen first began to 
spread.

“But it rebounded thanks to the 

expansionary monetary policy and 
some regulatory changes from the 
stock market regulator,” Islam added.

In July, the central bank brought 
down the bank rate to 4 per cent 
from 5 per cent. It also dropped the 
repurchase agreement rate from 5.25 
per cent to 4.75 per cent to make funds 
available for banks at a cheaper rate.

The BSEC imposed a floor price 
to deter a further fall of stock prices 
when the index dropped to 3,603 
points in March due to

 pandemic induced slow economy.
A top official of the BSEC preferring 

anonymity said that it has tried its 
best to bring back investor confidence 
so it punished many gamblers at a big 
amount.

“We have taken the initiative 
against sponsors also so many of 
them already fulfilled minimum 
shareholding criteria, which was not 
met for the last at least eight years,” 
he said.

The BSEC eased the process to 
secure an initial public offering as well 
so that well performing companies did 
not need to wait long to raise funds.

“But it is still true that certain 
players are actively gambling so our 
investigation is ongoing,” the BSEC 
official said.

“Our target is to bring discipline 
back to the stock market but general 
investors also need to be cautious 
about their investment, otherwise 
they will continue to lose,” he added.

The market witnessed turnover of 
over Tk 1,500 crore in 2020, which 
is uncommon compared to the last 
three years. The turnover rose thanks 
to increased participation from 
institutional investors and banks.

As of December 10, banks had 
invested around Tk 700 crore and 
committed to invest another Tk 1,350 
crore by taking the central bank’s 
incentive.

On February 10, Bangladesh Bank 
rolled out a package that allows 
lenders to set up a Tk 200 crore fund 
by taking it from the central bank 
through a repurchase agreement 
against the treasury bills and bonds 
owned by them.

The banks will have to pay 5 per 
cent interest for the fund and the 
credit tenure will be until February 
2025.  

Business leaders 
expect recovery 
by mid-2021
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Although Bangladesh’s 
initial recovery has been 
good, it is too early to gauge 
exactly how far the country 
has come given that its 
major export markets have 
been badly hit by a second 
wave of infections, said 
Tanvir, also director of the 
Chattogram Chamber of 
Commerce and Industry.

For many years now, 
the International Labour 
Organisation, retailers and 
brands have taught lessons 
on compliance but during 
the garment sector’s darkest 
hour, their lack of follow-
through has been exposed, 
said Mohammad Hatem, 
senior vice-president of 
the Bangladesh Knitwear 
Manufacturers and Exporters 
Association.

2021 will be a challenging 
year but a lot of opportunities 
will come at the same time, 
according to Saiful Islam, 
managing director of Picard 
Bangladesh.

“We received 30 per 
cent fewer orders for next 
season in the leather sector 
due to the outbreak,” said 
Islam, also president of the 
Leathergoods and Footwear 
Manufacturers and Exporters 
Association of Bangladesh.  

India’s November 
infrastructure 
output contracts 
2.6pc
REUTERS, New Delhi

India’s infrastructure output 
in November shrank by 2.6 
per cent from a year earlier, 
government data released 
on Thursday showed.

Infrastructure output, 
which comprises eight 
sectors including coal, 
crude oil and electricity and 
accounts for nearly 40 per 
cent of industrial output, 
showed an 11.4 per cent 
year-on-year contraction for 
the April-November period, 
the data showed.

Gold set for strongest year since 2010
REUTERS

Gold prices, though little changed in 
holiday-thinned trade on Thursday, 
were on course for their best annual 
performance in a decade.

Spot gold, up more than 24 per cent 
this year in its best performance since 
2010, was almost flat at $1,893.10 per 
ounce as of 1240 GMT.

US gold futures were up 0.2 per 
cent to $1,897.40.

“With reduced market 
participants activity on the last day 
of the year, I expect gold to move in a 

narrow range. Some modest support 
is coming from a slightly weaker US 
dollar and modestly lower US real 
rates,” said UBS analyst Giovanni 
Staunovo. 

“We look for a move towards 
$1,950 in the first quarter of 2021, 
with the expansionary monetary 
and fiscal policy pushing inflation 
expectations up and with US real rates 
falling further.”

The dollar index fell to a more than 
two-year trough, making gold cheaper 
for other currency holders. 

European shares fell as wider 

coronavirus lockdowns in Britain 
reduced expectations for a swift 
economic recovery in 2021, despite 
the vaccine roll-out campaigns. 

Keeping gold’s advance in check 
was Republican Senate Majority 
leader Mitch McConnell’s refusal for a 
quick Senate vote on a bill to increase 
US relief checks.

Unprecedented stimulus measures 
and low interest rates to cushion 
economies from the impact of the 
pandemic this year have benefited 
gold, as it is seen as a hedge against 
inflation.

Economy bruised, not broken
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The farmers defying the threat 
of catching the virus and fatal 
consequences continue to feed the 
nation, dispelling worries of a food 
crisis and allowing the government to 
focus on healing the economy and the 
health sector. 

Migrant workers soldiered on and 
sent even higher amount of dollars, 
saving families and the economy.  

As a result, remittance is breaking 
records months after months, so 
are foreign currency reserves. The 
macroeconomic stability is broadly 
intact, according to Mansur. 

Inflation is high but is not at an 
intolerable level yet.

A significant achievement is the 
installation of the last span of Padma 
Bridge, which will connect both sides 
of the mighty Padma river.

Bangladesh is also set to surpass India 
in terms of per capita gross domestic 
product (GDP) in 2020 thanks to 
robust agriculture production, exports 
and remittance.

The biggest winners are the mobile 
financial services and the e-commerce 
sector during the pandemic. The 
embracing of digital solutions in life 
and work would take the country closer 
to Digital Bangladesh. 

In view of Bangladesh’s glorious 
graduation from the grouping of the 
least-developed countries in 2024, 
the government is working to retain 
the duty-free market access in export 
markets.

On December 6, it signed the 
preferential market agreement with 
Bhutan. This is the first such agreement 
with a trading partner. 

Since March, the government 
has unveiled 21 stimulus packages 
involving more than Tk 120,000 crore, 
which is about 4.5 per cent of the GDP 
of Bangladesh and one of the largest in 
the world. 

In April, the government brought 
down the interest rate to a single digit, 
in a relief for the entrepreneurs.  

Another important development 

was the passage of the Company Act 
to allow a single individual to set up a 
company. 

On the downside, the pandemic 
wiped out the gains Bangladesh 
made over the past decade on poverty 
reduction. The poverty level at least 
returned to the level of 2000, when 
about 40 per cent of the population 
living below the poverty line.

Latest data on poverty is not 
available, but the country might have 
made some recovery thanks to the 
restoration of incomes and jobs. 

The revenue situation is the weakest 
part of the economy, and it was not in 
good shape even before the pandemic 
as expected reforms did not materialise. 
The situation exacerbated after the 
pandemic. As a result, there is pressure 
on the fiscal space. 

“The government is now paying 
the price. The government has also 
increased its current expenditure 
significantly in the last several years,” 
said Mansur. 

Asif Ibrahim, an entrepreneur, said: 
“The pandemic got everybody in a 
panic mode, and we were expecting the 
worst.”

“However, the prudent policy 
measures put in place by the 
government in close consultation with 
the private sector helped the large and 
export-oriented industries. As a result, 
the damage was not as bad as expected.”

He said the capital market fell to one 
of its historic lows. The market has now 
rebounded. 

The securities commission has 
taken some measures. As a result, the 
confidence of the investors is coming 
back gradually, said Ibrahim, also the 
chairman of the Chattogram Stock 
Exchange. 

Mansur of the PRI said the country 
was still standing but was not doing 
well either. 

“All of the sectors of the economy 
have been affected negatively, and they 
are still in the negative territory.”

The economy is not expected to 
return to the higher growth territory 

until the second of 2021.  
The 9 per cent lending rate might 

have given some cushion to the 
borrowers, but depositors are in trouble 
as they mostly have a negative return on 
their investment as banks are flushed 
with cash because of lower credit 
demand. 

The investment will not make a 
breakthrough if the economic outlook 
does not improve. 

“This challenge will not go easily 
and may last until the end of 2021,” 
Mansur said. 

One missing thing in the overall 
scenario is reform, according to Mansur.

“Reforms are not a matter of a single 
year. At least, there should be the design 
of the reforms. The government must 
show a sincere commitment in case of 
reforms.”  

“The Bangladesh Investment 
Development Authority is trying to 
improve the business climate but the 
government, as a whole, is not moving 
that fast. A single ministry or body can’t 
do it.” 

Zahid Hussain said, unlike 
past disasters, corruption and 
mismanagement in the health sector 
and the social protection sector did not 
take a backseat during the pandemic, 
and this is an unfortunate episode.

He said a sustained recovery in the 
global economy would take place. “The 
question is when.”

Bangladesh would have to prepare 
itself to capitalise on the rebound of the 
global economy. 

“We have to put in place the right 
infrastructure and build the capability 
of institutions. We have to bring in 
dynamism to structural reforms. Then 
we will be ready to be reconnected with 
the booming global economy.”

In order to sustain the recovery, the 
policy interventions that have been 
tried did not work as expected. 

“Policy interventions have to be 
based on science and evidence and free 
of corruption and mismanagement to 
allow the economy to boom when the 
pandemic comes under control.”  

Samsung leader Jay Y Lee vows change 
in graft trial’s final hearing

REUTERS, Seoul 

Samsung Electronics Co Ltd Vice 
Chairman Jay Y. Lee told a Seoul 
court on Wednesday he would “make 
a new Samsung” in the final hearing 
of a trial that will decide whether he 
returns to jail for alleged bribery.

The heir of one of South Korea’s 
most powerful families was convicted 
of bribing an associate of former 
President Park Geun-hye and jailed 
for five years in 2017.

That sentence was reduced and 
suspended on appeal and he served 
just one year in jail before being freed 
in 2018.

A subsequent Supreme Court 

ruling sent the matter back to the 
Seoul High Court, which must 
now decide on a new sentence. The 
decision is scheduled for Jan. 18.

“Samsung has been running 
without looking back but I missed 
something vital. Although it 
became Korea’s leading company, 
the importance of its social role, 
responsibility and public trust was 
overlooked,” Lee said reading a 
statement in court, dressed in a dark 
suit and grey tie.

“Now Samsung will be different. 
I’ll be the first to change... No matter 
what happens, I will never do anything 
to pursue my personal interests. I will 
raise the value of the company and 

focus on social contributions, fix 
what the court has pointed out as the 
harms of chaebol,” he said.

South Korea’s big family-run 
conglomerates, or chaebol, are 
credited with helping raise the country 
out of poverty following the Korean 
War but have been criticised for 
wielding too much power preserved 
in part through elaborate internal 
cross-shareholdings.

Lee shed tears when talking about 
the memory of his deceased father, 
saying he wanted to do his filial duty 
by making “a new Samsung” that 
is sustainable and has “a thorough 
compliance system that can resist 
undue outside pressure”.


