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This does not prevent cash dividends. 
On the contrary, there is a significant 
and positive association between 
business risk and dividend payout 
ratio in the banking sector. Banks 
with higher business risks tend to pay 
higher dividends. 

This reflects a “milking the property” 
strategy. Several banks appear to be 
prioritising dividend payments over 
maintaining financial stability. 

Towards better prudence
These practices exacerbate the 

long-term damage to banks already 
weakened by fraud and defaults. For 
commercial banks, a sound dividend 
policy is essential for maintaining a 
robust capital base to absorb potential 
losses and comply with regulatory 
capital requirements. During times of 
economic and political instability, such 
as those we currently face on a daily 
basis, a conservative dividend policy 
that emphasises retaining earnings is 
imperative.

BB’s new dividend policy could 
reportedly restrain 23 out of 61 banks 
from making dividend payouts at 
the risk of depositors’ and minority 
shareholders’ interests. Banks that have 
taken a deferral facility to maintain 
provisioning requirements cannot pay 
dividends, nor can those with NPLs 
exceeding 10 percent of their total 
loans or incurring penalty or fine due 
to shortfall in the cash reserve ratio and 
statutory liquidity ratio.

Cash dividends are restricted to 
the profits generated within the 
current calendar year; they cannot be 
distributed from past accumulated 
profits. Banks that maintain a risk-
adjusted capital adequacy ratio (CAR) 
of at least 15 percent can issue cash 
and stock dividends up to 50 percent 
of their net profit after tax. This limit 
drops to 40 percent if the CAR is 
between 12.5 percent and 15 percent. 
No cash dividends can be paid if the 
CAR falls between 10 percent and 12.5 
percent.

Such tightening is particularly 
warranted when the BB is pressed to 
provide liquidity support to distressed 
banks. After the political changeover 

last year, the BB provided money to 
troubled banks to prevent a bank run. 
It has provided around Tk 25,000 crore 
in liquidity support to ensure they 
could meet withdrawal demands. 

The BB needed to make sure such 
withdrawals do not include cash 
dividends paid by liquidity and capital-
constrained banks. The crisis-hit banks 
are yet to repay the funds to the BB. 
Further asset quality deterioration is 
on the cards with declining growth, 
high inflation, and continuing social 
unrest.

The dividend payout reform 
encourages banks to retain earnings. 
By prioritising protecting depositors 
from potential risks, it should help 
banks navigate challenging economic 
conditions by promoting financial 
prudence.

Readiness for deeper reforms
Although the new regulation might 

initially face backlash in the stock 
market, particularly from short-term-
focused investors, their long-term 
advantages for both the economy and 
the market are remarkable. Enhancing 
banks’ capital foundations will 
strengthen the overall health of the 
banking sector. 

These measures align with the 
upcoming tighter NPL recognition 
criteria and the simplified provisioning 
framework set to be implemented 
this April. They also complement 
the Prompt Corrective Action (PCA) 
framework announced in December 
2023 with a commitment to implement 
by end March 2025. The PCA outlines 
specific strategies for addressing banks 
based on the severity of their balance 
sheet issues.

Currently, it is hoped that banks can 
no longer leverage political protection 
to operate as freely with impunity as 
they did under the previous regime. 
Now is opportune moment for 
reforming the prudential framework 
encompassing dividend payments, 
NPL recognition, provisioning 
requirements, and disciplined exits. 

Those disadvantaged by these 
reforms are currently at a significant 
political disadvantage. The call for 
financial stability has never been 

stronger, both from local stakeholders 
and international partners. 

These reforms are especially handy 
as comprehensive efforts to overhaul 
the banking system, including the 
BB, are in progress, albeit still in their 
infancy. The impact of these changes 
will become more apparent once a 
substantial number of reforms have 
been sustainably implemented over 
time.

The writer is former lead economist 
of the World Bank’s Dhaka office.
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CPD wants budget
FROM PAGE B1

“It is crucial to allocate funds for 
these individuals and their families.”

The think tank also urged the 
interim government to introduce a 
scholarship programme to finance 
the education of those injured or 
disabled during the uprising until 
they complete their undergraduate 
degrees.

OVERHAUL NBR, REVISE VAT 
CUTS

The CPD also called for reforms to 
the National Board of Revenue (NBR), 
including developing a modern tax 
structure, digitalisation, creating a 
consistent tax policy, and establishing 
a hassle-free tax payment system.

Besides, the CPD recommended 
withdrawing a 5 percent value-added 
tax (VAT) on tuition fees for English-
medium schools. Furthermore, CPD 
suggested exempting all taxes on 
imported books.

It also proposed reducing the 
corporate tax rate for private 

universities, medical colleges, dental 
colleges, engineering colleges, and 
institutions offering information 
technology education from the 
existing 15 percent to 10 percent.

TRUMP’S TARIFF WAR WON’T 
HELP BANGLADESH

At the event, Prof Mustafizur 
Rahman, a distinguished fellow of 
the CPD, rejected the notion that 
Donald Trump’s return to power and 
his tariff policies would open new 
export opportunities for Bangladesh.

Instead, he cautioned that 
Bangladesh’s export prospects could 
become “constrained and stagnant”.

“There is an assumption that 
the tariffs on China could benefit 
Bangladesh, as we are competitors in 
the US market,” Rahman said.

“However, after the US imposed a 
25 percent tariff on China in 2016, our 
exports to the US initially declined, 
despite a rebound this year. So, I don’t 
believe there is a direct benefit for us,” 
he added.

Satellite company
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As a single point of contact and system 
integrator, BSCL can provide end-
to-end integration, management, 
marketing and distribution for 
Starlink in Bangladesh, leveraging 
its industry presence and regulatory 
expertise, Hussain said. 

This partnership, he believes, 
could drive digital connectivity, 
bridge service gaps and accelerate 
Bangladesh’s digital transformation.

REGULATORY UPDATES 
In October last year, BTRC drafted 

guidelines for satellite internet 
service operators, permitting wholly 
owned foreign companies to obtain 
licences -- paving the way for Starlink 
and similar companies to enter 
Bangladesh.

Meanwhile, the telecom ministry 
has recommended that BTRC include 
a clause granting satellite internet 
service providers a 25 percent rebate 
on fees and charges if they operate 
in partnership with a local satellite 
operator. However, the guideline has 
not yet been finalised.

In a formal letter sent to Elon 
Musk on February 19, Chief Adviser 
Prof Yunus outlined the potential of 
Starlink’s connectivity, particularly 
for young entrepreneurs, rural 
communities and underserved 
populations in Bangladesh.

Several local telecom infrastructure 
companies and operators are 
competing to become Starlink’s local 
partner, according to sources.

Chinese solar giant 
Longi to invest in 
Bangladesh
STAR BUSINESS REPORT

Longi, one of the world’s largest solar panel 
manufacturers, has decided to set up an office and 
invest in solar panel manufacturing in Bangladesh, 
Chinese Ambassador to Bangladesh Yao Wen said 
yesterday.   

The decision follows last December’s visit by 
several top Chinese solar panel manufacturers 
seeking to explore investment opportunities. 

This was against the backdrop of Chief Adviser 
Professor Muhammad Yunus inviting Chinese 
firms to relocate their manufacturing plants to 
Bangladesh as a part of the interim government’s 
plan to turn Bangladesh into an economic hub. 

“At least two Chinese firms, including Longi, 
have decided to establish offices and plants in 
Bangladesh. They will invest very soon,” Yao Wen 
told Professor Yunus at the State Guest House 
Jamuna. 

The ambassador said Chinese firms have been the 
largest investors in Bangladesh since August 5, when 
the previous government was removed from power. 

Gold prices 
hiked to Tk 1.53 
lakh per bhori
STAR BUSINESS REPORT

Jewellers have raised gold prices again, setting the new 
rate at Tk 153,474 per bhori (11.664 grammes) effective 
from today.

The previous price of 22-carat gold ornaments stood at 
Tk 150,862 per bhori.

The Bangladesh Jewellers’ Association’s standing 
committee on pricing and price monitoring took the 
decision to raise prices yesterday, citing a rise in pure gold 
prices in the local market, according to a press release.

On February 20, gold prices hit Tk 154,525 per bhori, 
the highest ever in the country.

Gold prices in Bangladesh have been rising steadily for 
over a year, driven by international market trends and 
volatility in domestic supply.

In July 2023, gold prices crossed the Tk 100,000 mark 
for the first time in Bangladesh.

The country requires 20 to 40 tonnes of gold annually, 
of which about 80 percent is met through smuggling.  

Premier Cement goes for merger
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Another key advantage he highlighted 
is cost reduction in maintaining 
regulatory compliance.

“We must currently maintain 
separate tax filings, environmental 
clearances and licensing for each 
entity. But if the merger is successful, 
administrative burdens like these will 
be significantly reduced,” he said.

Rahman further said that one of 
the most notable financial benefits of 
the merger will be the ability to avail 
VAT rebates on gas bills, which would 
not have been possible otherwise.

“If a company does not have its 
own power generation setup, it 
cannot claim VAT rebates on gas bills. 
So, once Premier Power falls under 

Premier Cement’s umbrella, we will 
be able to take advantage of this 
rebate,” Rahman added.

As a part of the merger, the existing 
shareholdings of National Cement and 
Premier Power will be restructured. 
At present, Premier Cement holds an 
18 percent stake in National Cement 
while it has a 96 percent stake in 
Premier Power. Following the merger, 
these entities will cease to exist 
separately, and Premier Cement will 
assume full control.

The company also assured 
that public shareholders will be 
accommodated through the share 
exchange process.

However, further details will be 
provided after obtaining regulatory 

approvals. 
“After March, the remaining 

shareholders will receive their shares 
accordingly,” Rahman said.

With the cement and power 
sectors becoming increasingly 
competitive, he believes this merger 
will strengthen Premier Cement’s 
position in the industry.

Additionally, Rahman said 
that Premier Cement expects to 
streamline its supply chain and 
enhance the company’s profitability 
through the move.

Premier Power currently operates 
a 4.34 MW power plant, which plays 
a crucial role in supporting domestic 
cement production despite being 
relatively small in size.

Singer opens new 
plant in Narayanganj

STAR BUSINESS REPORT

Singer Bangladesh is expanding its 
operations with a new home appliance 
manufacturing plant in Bangladesh 
Special Economic Zone (BSEZ) in 
Araihazar, Narayanganj, some 27 
kilometres west of capital Dhaka.    

The company’s board of 
directors had approved the project 
on March 30, 2022, as a part of 
the company’s strategy to boost its 
local manufacturing capacity.  

So far, Singer has invested Tk 
603.89 crore through multiple 
transactions, with Tk 580.33 crore 
specifically allocated for machinery 
and plant construction, according 
to a disclosure to the Dhaka Stock 
Exchange (DSE) yesterday.  

The expansion is expected to 

enhance production efficiency and 
meet growing demand for home 
appliances in Bangladesh.  

Kazi Ashiqur Rahman, company 
secretary of Singer Bangladesh, 
said the company has informed 
the DSE that it would propose a 
resolution at its upcoming annual 
general meeting (AGM) on April 22 
to formalise the investment.  

“The investment has already 
been made, and production has 
started at the new plant,” he said.  

The resolution seeks the approval 
of shareholder for the addition of 
tangible assets worth Tk 603.89 
crore, as recorded in the company’s 
latest financial statements.  

The approval is required under 
Bangladesh Securities and Exchange 
Commission (BSEC) regulations 
issued on March 22, 2021, Rahman 
said, adding that the process ensures 
transparency, regulatory compliance, 
and investor confidence.  

Once fully operational, the 
new plant is expected to increase 
production capacity, reduce reliance on 
imports, and support the government’s 
industrial growth initiatives within 
designated economic zones.  

So far, Singer has 
invested Tk 603.89 

crore through multiple 
transactions, with 

Tk 580.33 crore 
specifically allocated 

for machinery and 
plant construction

Investors flag
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The letter also noted that the 
700MHz band consists of a full 
2x45MHz, and releasing only 
2x25MHz is insufficient for technical 
and commercial viability.

The investors urged the 
government to delay the auction 
until the full spectrum is available, 
ensuring a more effective and 
sustainable allocation.

As long-term stakeholders 
in Bangladesh’s telecom sector, 
the companies expressed their 
commitment to supporting the 
country’s connectivity and economic 
development.

They offered to engage in further 
discussions with the relevant 
ministry and the Bangladesh 
Telecommunication Regulatory 
Commission (BTRC) to address these 
concerns and explore alternatives 
that align with global best practices.


