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Foreword

The 1997 Asian financial crisis points to the fact that weaknesses in the
financial systems and free capital mobility have been crucial in aggravating
and deepening the predicament. All the crisis-stricken countries had
opened their marker for free inflows of short-term funds and allowed
foreign borrowing, It is well-known that the abolition of capital controls
has often been followed by a large inflow of capital. Moreover, this inflow
has typically been disproportionate in the form of short-term capital. As
the crisis developed, domestic financial institutions found themselves
unable to borrow, or even to roll over maturing loans,

In 1996, Bangladesh capital marker also witnessed the biggest ever boom
and as a consequence specularive trading gripped the marker, DSE all
share price index reached an all time high to 3648 points with the inflow of
short-term foreign portfolio investments. In the absence of pre-emptive
regulatory brake in an over-heated market, the inevitable happened and
the market crashed and in a span of just a few months the index plunged
to 630 points. The SEC established in 1993 came to the rescue and started
the process of consolidation, Fundamentals and rationalities replaced
speculations and rumours. Regulations become more comprehensive and
as a result market started behaving more rationally and accountability has
been put in place.

We in the International Chamber of Commerce (ICC) - Bangladesh, The
world business organisation felt that through dialogues among the
regulators, policy makers, capital market operators, financial institutions of
the region, it is possible to identify the areas of mutual cooperation and
avoid recurrence of such market disruption.

Keeping this in mind, Bangladesh National Committee of Paris-based 1CC
has organised a two-day "Regional Seminar on Capital Market
Development: Asian Experiences” in Dhaka on September 27-28, 2005
which is the first of its kind arranged in Bangladesh. We are overwhelmed
by the response from the regional regulatory commissions and stock
market operators and other major stake holders for accepting our
invitation to attend the Seminar at a very short notice. We believe that the
two-day Seminar will provide a forum for sharing regional experiences and
contribute significantly in setting up strategies for a sustainable capital
market development programme that will reduce dependency for capital
on the banking sector.

We are thankful to all our distinguished Moderators, Guest Speakers from
home and abroad, multilateral agencies, Government of Bangladesh,
esteemed participants, sponsors, supporters, advertisers, business
community as well as ICC Bangladesh Secretariat to make the Event a
suceess,

- "

Mahbubur Rahman
President
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Message from the Hon'ble President

People's Republic of Bangladesh

TR [ ) I congratulate the International Chamber of Commerce
(ICC)-Bangladesh for organising the Regional Seminar on
Capital Market Development : Asian Experiences. This
Seminar, 1 believe, is quite an appropriate initiative
particularly at a time when the Asian region is witnessing
an increased spurt of growth driven by forces of
globalisation and technological change. 1 hope, the
capital market regulators and operators as well as experts
coming from Asian countries will be able to draw up a
plan of action on the basis of their deliberations for

promotion and development of a regional capital market.
I am certain, ICC Bangladesh will continue to play its role
in achieving our broader goals of economic growth and
development, in times ta come.

[ wish the Seminar a grand success.

Allah Hafez, Bangladesh Zindabad.

Professor, Dr, Iajuddin Ahmed
President
People's Republic of Bangladesh.
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Message from the Prime Minister

Govt. of the People's Republic of Bangladesh

1 am pleased to know that International Chamber of
Commerce {ICC)-Bangladesh is going to organize a regional
seminar in Dhaka on ‘Capital Market Development: Asian
Experiences' on 27-28 September 2003,

Asia must strive hard to claim its rightful place as the
leading force in the 215" century global economy. We
should all work in unison to transform this century into an
Asian Century. While many countries are already working
together under the umbrellas of regional cooperation, we
should make full use of every opportunity that comes our
way. The seminar organized by ICC Bangladesh is,
therefore, most befitting at this critical juncture of time.

I am optimistic that the ICC Seminar in Dhaka will provide
all stake-holders with a unique opportunity to share each
others' experiences as well as devise policies and strategies
for mutual cooperation in capital market development. I
hope, this forum will be helpful in designing a road-map for
accelerated growth of the capital market in the Asia region.

I wish the Seminar all success.

Allah Hafez, Bangladesh Zindabad,

Prime Minister
Government of the People's Republic of Bangladesh,
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Message from the Minister for Commerce

Govt. of the People's Republic of Bangladesh

[ am delighted to learn that International Chamber of
Commerce (ICC) - Bangladesh is organizing a Regional
Seminar on Capital Market Development: Asian
Experiences in Dhaka on September 27-28, 2005,

This seminar, [ understand, is bringing together regional
stock market regulators, operators and other major stake
holders from Asian region to identify areas of murual
cooperation.

I strongly believe that the two-day seminar will provide a
forum for sharing regional experiences and contribute
significantly in setring up strategies for a sustainable
capital market development programme for countries of

the region, in particular for emerging markets.

I congratulate all the members of 1CC-Bangladesh for
organizing such an important event and wish the seminar
a grand success.

oo —

Air Vice Marshal (Retd.)

Alraf Hossain Choudhury, MP

Minister, Ministry of Commerce

Government of the People's Republic of Bangladesh




I@@ Bangladesh

International €hamober

Message from the Chairman

o

f

Commerce - Bangladesh

Securities and Exchange Commission, Bangladesh

The world economy of the twenty - first century is
characterized by the concurrent operation of the forces
of globalization as well regional integration. Within the
Asian region, several sub-regional and bilareral trading
arrangements, already in operation or under negotiation,
are the leading harbingers of economic integration. In
contrast, efforts aimed at capital market integration are
relatively muted. In part, this is due to infrequent contact
among regulators and inadequate dissemination of
information relating to the strengths and weaknesses of
markets at different stages of development,

1 am confident that the Regional Seminar on "Capital
Market Development: Asian Experiences”" organized by
Bangladesh National Committee of International
Chamber of Commerce will important
contribution to the promotion of capital market

make an

integration in Asia. 1 congratulate the organizers for this
laudable initiative and wish the Seminar every success.

Dr. Mirza Azizul Islam
Chairman
Securities and Exchange Commission, Bangladesh
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Speaking for ICC Bangladesh

Bangladesh National Commiree of ICC was established in 1994 with a view to bring
world expertise to the local business and take priority issues of national concemn to the
global forum for expansion of trade and investment.

il .
I@ " ICC Bangladesh is comprised of major Chambers of Commerce, Business Associations,

Stock Exchange, Banks, Non-Banking Financial Institutions, Trans-national Companies,
Law and Accounting Firms and large Corporate Houses having interest in international
business.

ICC Bangladesh activities, therefore, include trade policy reviews, harmonisation of
trade law and rules, legal reforms, updating businesses with the ICC rules and
stanclards for cross-horder business transactians,

It holds policy reviews, business dialogues, seminars and workshops on issues related
to foreign trade and investment, market access as well as concerns of Bangladesh
business at the international conferences, debates and dialogues including forums
through 1CC sponsored meetings of multilateral agencies.

The National Commitiee works closely with the government since its inception, in
reforming laws and rules that govern business and liberalising trade to integrate
Bangladesh with the global marker place. ICC Bangladesh, among others, has been
actively engaged in following legal and policy reforms including: Information
Technology (IT) Act, modernisation of Arbitration Act, modernisation of Tax Laws &
Customs Act, introduction of ATA Carnet System in Bangladesh, development of
Bangladesh Foreign Trade Institute (BFIT) and establishment of Bangladesh
International Arbitration Centre (BIAC).

In 2000, ICC Bangladesh organised a 2-day ICC Asia Conference in Dhaka. Policy
makers, business leaders, economists and professionals from twenty five countries in
Asia, Australia, Middle East and Europe participated in the Conference.

In 2004, ICC Banglacdesh organised International Business Conference on Glohal
Economic Governance and Challenges of Multilateralism in celebrating its 10th
Anniversary in Bangladesh which was the largest international event ever organised in
Bangladesh attended by a galaxy of leaders from both developed, developing and
least-developed countries and heads of multilateral organisations including WTO and
EU. More than 500 participants from 38 countries (3 continents) participated in this
event,

The 2-dlay ICC Regional Seminar on Capiral Market Development : Asian Experiences is
vet another milestone in the road map of its programme and action plan. Needless to
mention that organisation of such a seminar became possible by the endeavours and
whole-hearted support of [CCB Member organisations and all our well wishers.

Mahbubur Rahman
President
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About ICC- The world business organisation

ICC is the world business organisation; the only representative body that
speaks with authority on behalf of enterprises from all sectors in every part of
the world.

ICC promotes an open international trade and investment system and the
market economy. Its conviction that trade is a powerful force for peace and
prosperity dates from the organisation's origin early in the last century. The
small group of far - sighted business leaders who founded ICC called
themselves "the Merchants of Peace”.

Because its member companies and associations are themselves engaged in
international business, ICC has unrivaled authority in making rules that govern
the conduct of business across borders. Although these rules are voluntary,
they are observed in countless thousands of transactions every day and have
become part of the fabric of international trade.

ICC also provides essential services, foremost among them the [CC
International Court of Arbitration, the world's leading arbitral institution.

Within a year of the creation of the United Nations, ICC was granted
consultative status at the highest level with the UN and its specialised agencies.

Business leaders and experts drawn from the ICC membership establish the
business stance on broad issues of trade and investment policy as well as on
vital technical and sectoral subjects. These include financial services,
information technologies, telecommunications, marketing ethics, the

environment, transportation, competition law and intellectual property, among
others.

ICC was founded in 1919. Today it groups thousands of member companies
and associations from over 130 countries. National commitrees work with their
members to address the concerns of business in their countries and convey o
their government the business views formulated by ICC.
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Some Reflections on Bangladesh Capital Market

Introduction

There is a considerable debate in the academic literature
on development as to whether a soundly functioning
is a precondition for economic
At the

capital market
development or the former follows the latter.
early stages of development in most countries, it is the
banking sector
which plays the
leading role in

_intermediating
: savings nko
investment,

However, it is

STOCKS

generally
acknowledged
that
reliance on the
banking system
is fraught with serious risks for the financial sector. Such

excessive

reliance over an extended period inevitably creates a
mismatch between assets and liabilities as the banking
system typically mobilizes short term deposits to finance
long term projects. The risks faced by the financial sector
can easily contaminate the real sector with deleterious

consequences for economic development.

It is, therefore, an imperative that attention should be
paid to the development of capital marker as an
alternative channel for intermediation function. Capital
market is also beneficial for the entrepreneurial classes
not merely because it provides access to surplus savings
of investors, including many small ones, but also because
they do not incur fixed repayment obligations, as is the
case with bank financing. Besides an orderly and
transparent capital market enables the small savers to
participate in the fruits of economic development.
Capital market is yer to play its potential role in
Bangladesh. Against this backdrop, the article provides a
brief description of the evolution of capital market in

Bangladesh, where it stands now and the

measures under way to enhance its role.

— Dr. Mirza Azizul Islam*

A peek into the past

The capital market of Bangladesh owes its origin to East
Pakistan Stock Exchange Association Limited ser up in
1954. The association was later converted into Dhaka
Stock Exchange in which formal trading was started in
1956. The exchange was renamed as East Pakistan Stock
Exchange in 1962 and underwent another name change
in 1964 when it was renamed again as Dhaka Stock
Exchange (DSE).
suspended during the liberation war.

Trading on the stock exchange was
There was no
trading in the immediate post - liberation years as the
economic policies of the country during those years had
a strong orientation towards central planning. Trading
was resumed in 1976 with the shift of development
strategy in favour of a greater role of the private sector.
DSE has remained in continuous operation since then.
Chittagong Stock Exchange (CSE) was set up in 1995.

Both Dhaka and Chittagong stock exchanges experienced
a4 meteoric rise berween July and November 1996,
Average daily turnaver increased by over 1000 per cent.
The share price index of DSE jumped from 957 on 2 July
1996 to a record high of 3649 on 5 November in 1996. In
CSE also the index rose dramatically from 411 on 2 July
1996 to 1417 on 2 November 1996, Then, started a
process of catastrophic crash, particularly in DSE, with
the index falling to 3065 in DSE by 30 November 1996.
The index continued a downhill march thereafter with
the lowest level recorded ar 463 on 3 May 1999,

Since then the capital market in Bangladesh had been in
a state of doldrum. However, the market has been
showing unmistakable signs of resurgence from early
2004.

A bird's eye view of the recent past and the present

As already noted, the potential contribution of capital
market in financing development is vet to be realized in
Bangladesh. This is evidenced by the fact that market
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capitalization as a proportion of gross domestic product
(GDP) is of the arder of six per cent of GDP. In contrast,
the relevant orders of magnitude in India, Pakistan and
Sri Lanka are respectively 47 per cent, 20 per cent and 15
per cent. Given the size of population of Bangladesh and
steady growth of its GDP exceeding five per cent over the
ijasr one decade, considerable unrealized opportunities
exist for utilizing the capital market as a vehicle for raising
long term investment finance. The recent developments
clearly suggest strongly positive developments in this

regard.

Relevant data in support of positive developments are
presented in table 1

Table 1. Indicators of recent developments in Bangladesh

capital market (based on performance in DSE)

30/6/03 30/6/04 30/6/05

Number of listed companies 241 248 239
General index 830.5 13189 17132
Market capitalization 73.0 1424 2220
(Billion taka)

Annual wrnover a/ 30.6 247 65.2

(Billion taka)

Sources : Bangladesh SEC, Annual Reports, 2003 -
2004 and 2004 - 2005 (draft)

a/ July - June fiscal year ending on the relevant date

Data for DSE only are used in this paper because it is a
march larger exchange than CSE and the developments
in the latter closely parallel those in the former. It will,
be noted that the number of listed companies declined as
of June 2005 relative to the previous year because a
number of non - performing companies were delisted.
Since then, the Securities and Exchange Commission
(SEC) has given consent to initial public offering (IPO)
for nine companies. A few more are in the pipe line. By
June 2006, the number of companies listed on the stock
exchanges will definitely exceed that of the pervious year.
The general index and market capitalization have both
increased substantially over the past two years. Perhaps,
even more remarkable is the rise in turnover which indicates

resurgence of vitality of the capital market.

f
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Bangladesh has
outperformed most other
of the

region in terms of change

stock markets

in index as of 17 August 05
relative to 31 December
04 (table 2).
Furthermore, this notable
gain has been achieved
while  maintaining a
of

To illustrate this point, it can be noted that

significant  degree
stability.
during the past six months, day - to - day variation in the
[SE's general share price index was less than one per

cent on overwhelming number of trading days (table 3).

There are also strong signs of confidence in the primary
market. All TPO issues for which subscription closed
berween November 2003 and August 2005 numbering 18
were substantially oversubscribed.  These positive
developments have been induced by a number of
measures taken by SEC in concert with other market
acrors to revive investors' confidence in the capital
market and to ensure orderly and transparent trading on
the exchanges, Some of these are presented below :

(i) The process of dialogue and communication
between SEC and the exchanges has been
institutionalized by constituting a consultative
committee of which a senior SEC official is the
convener and the Chief Executive Officer of the
two exchanges are members. The committee
invites representatives of other market actors, as
needed to review marker developments and
recommend regulatory changes or administrative
orders for appropriate action by SEC and / or the

exchanges.

{il) A regular system of inspection of brokerage houses

by SEC and the exchanges has been put in place.

Automated trading system has been introduced by
hoth exchanges. CSE has opened internet trading
facility.

(iii)

(iv)  The central depository svstem (CDS) for

electronic trading was operationalized in
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January 2005. All new primary shares can be issued

only in electronic form. The existing paper
securities are being gradually dematerialized. As
of now, shares of companies accounting for well
over 70 per cent of market capitalization have
been demated.

The settlement cycle has been reduced with effect
from 01 March 2005.

(viy There have been considerable improvements in the

regulatory framework since 1996. These relate to,
inter alia, disclosure requirements for [POs; right
issues; qualifications of auditors, their retention by
listed companies and standards of audit; insider
trading; and eligibility criteria- and codes of
conduct of merchant bankers, stock dealers /
brokers and their authorized representatives as
well sponsors, trustees, asset managers and
custodians of mutual funds.

Table 2. Comparative picture of stock market index

Indexas of Percentage change

17 Aug 05 aver 31 Dec 04
China 1253.4 -5.8
Hong Kong 15449.6 + 8.6
India 7859.5 + 19.0
Indonesia 11138 + 114
Malaysia 926.4 + 2.1
Philipines 1985.1 + 89
Singapore 2280.2 + 10.4
South Korea 11133 +243
Thailand 667.5 -0.1
Bangladesh 1547.5 +173a/

Sources : The Economist August 20th 2005, p.74 and
Bangladesh SEC, unpublished daily trade reports

a/ Calculated with 30 June 04 as the base.

(vii} SEC has strengthened its monitoring and
enforcement role with the result that there has
been a considerable decline in the number

f
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complaints against market intermediaries as well
as issuers. A particularly heartening fact is the fall
in the incidence of issuers' default with respect to
holding annual general meetings and submission
of half - yearly / annual financial statements.

SEC is undertaking a more rigorous screening of
the proposals for initial public offering. 1In
consequence, the secondary market is pricing
them well. The shares of nine companies for
which public subscriptions closed between 15
November 2003 and 18 May 2005 are now being
traded in the secondary market, The marker price
of all of them is well ahove the initial offer price
excepting in two cases. In one case, the marker
price as of 31 July 2005 was Tk 99.75 and in the
other case, it was Tk 90.75 against the initial offer
price of Taka 100 in both cases. In contrast, out of
10 immediately prior issues, the shares of as many
as four companies fetched market price well
below the initial offer price (ranging from under
10 per cent to 60 per cent of the offer price).

Some ruminations about the future

SEC, in collaboration with other relevant agencies, is in
the process of initiating several steps with a view to
enhancing the confidence of the investors, increasing the
quantity and variety of instruments, and improving the

functioning of the market.

Some of the forthcoming

measures to accomplish these objectives are briefly

mentioned below.

(@

As of now, enforcement powers of SEC are, after
due enquiry and giving an opportunity to the
violators to be heard, limited to cancellation or
of

intermediaries, and imposition of penal measures

suspension registration  of  market
which may involve levying of fines on or filing of
cases in competent courts against issuers / market
intermediaries. These is no legal provision for
SEC 1o award compensation to shareholders or to
file cases on behalf of shareholders. SEC is in the
process of drafiing amendments to the relevant

laws s0 as to be able to better protect the interests

of the shareholders.
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(ii)

(iii)

(iv)

The need for strengthening compliance by all
market intermediaries is greatly felt. As present,
the regulatory requirement for appointment of a
compliance offer extends only to stock broker /
dealer, SEC intends to extend the requirement to
other market intermediaries laying down the
qualifications of the concerned officials and
to be addressed in

specifying the issues

implementing internal compliance procedures.

A sound capital market requires depth with a wide
range of products and instruments to cater to
varying risk - return - liquidity preferences of
investors and also to ensure that the adverse
effects arising from disturbance in some part do
not assume systemic proportions. In this regard,
SEC, in collaboration with Bangladesh Bank had
made long - term government bonds tradable on
stock exchanges. But, not much of trading has
been actually taking place. SEC and Bangladesh
Bank have formed a joint committee to suggest
measures to activate trading in government bonds.
Recently introduced asset - backed securities
which are now being issued only on private
placement basis need to be brought into the
mainstream secondary market.

At the initial stages of capital market development,
privatization of state - owned enterprises can make
4 signification contribution. In Malaysia, for
example, the Privatization Master Plan resulted in
many government - linked firms being listed with

Kuala Lumpur stock exchange. Seven largest firms

" listed with the exchange belong to this category.

Government - linked firms account for 34 per cent
of total market capitalization. In Bangladesh also
efforts are being made to progressively offload
government shares through the stock exchanges.
Hon'ble Finance Minister recently chaired an inter
- Ministerial meeting at the request of SEC. The
meeting took a number of decisions regarding off -
loading of government shares and issuance of
bonds by government agencies through the capital
market. The implementation of these decisions
will make a notable contribution to the depth of

the capital market.

)

(vi)

A healthy capital marker requires engagement of
competent professionals by a wide range of
market actors. Among the positions which require
the services of  people with adequate knowledge
of the principles of corporate governance as well
as security laws and regulations are the members
of company boards, company secretaries, officials
of the share departments of companies,
authorized representatives of brokers, compliance
officers of market intermediaries etc.  Academic
institutions or the professional bodies in the
country do not produce enough people to fill up
such positions. SEC has constituted a Steering
Committee for preparing suggestions to set up a
capital marker training institute to bridge the gap.
Asian Development Bank is expected to assist in
SEC's
programme has been intensified to enable

this endeavour. investors' education
investors o make informed decisions concerning
their portfolio.

SEC is revisiting IPO and rights issue rules and
drafring direct listing rules. The objectives are (o
reduce issue cost, simplifyr procedural
requirements and shorten the time gap between
submission of an application to and consent by

SEC.

Table 3. Day - to - dav variations in DSE general share

£

price index

Total Less  1%-2% 2%-3% Above

trading days than 1% 3%
March 05 25 20 4 1 0
April 05 24 23 0 0 1
May 05 23 17 3 1 2
June 05 24 21 3 0 0
July 05 24 23 1 0 0
August 05 22 19 3 0 0
(Till 28 August)

Sources : Bangladesh SEC, unpublished daily trade reports.
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Concluding Observations

Capital market in Bangladesh is yet ro play its porential
role as a vehicle for financing long term investment.
However, the hangover of an unpalatable historical past
which saw a dramatic upsurge in the second half of 1996
ofly to be followed by a drastic and prolonged
downswing has been successfully overcome. Discernible
signs of renewed vitality have emerged. A number of
actions are in the offing to add depth to the market,
increase the variety of instruments that can meer diverse
investors' preferences, further promote orderly trading,
of

intermediaries and facilitate expeditious issuance of

enhance professional  competence market

securities at reduced cost.  In sum, Bangladesh capital
market is now prepared to be harnessed in the service of

f
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the country's economic development. It is hoped that

policy - makers, issuers of securities, market

intermediaries and investors will all join hands in fuller

realization of its potential,

* D, Islam is the Chairman of the Securities G
Exchange Commission of Bangladesh
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Risk Management and Surveillance

Risk management is extremely complex to define in the
context of securities market, though it is very vital for its
growth. However, for the sake of easy understanding, it
may mean identifying the possible sources of risk,
reducing the potential of risk from the identified sources,
noticing occurrence or likely occurrence of risk,
preventing the likely occurrence, minimizing the impact
of the risk, nullifying the remaining impact, and

continuously upgrading the standards of these activities

based on experience and emerging circumstances. A risk
management system at the regulatory level must be able
to safe-guard the securities market from both systemic
and non-systemic risks. While it is impossible to eliminate
risk, the aim of a regulator is to minimize the possibility
of a breakdown and to ensure that the market continues
to function smoothly, fairly and efficiently.

In any environment there are three levers of risk
management and surveillance - people, systems, and law.
People are both a source of risk as also the key resource
for managing risk. If their ingenuity is not regulated, they

— M. Damodaran *

can manipulate the system in any direction. However, if
they are regulated by way of appropriate systems and
structures, and practices and standards, they can spur
healthy growth of the market. Law is used to lay down
and enforce rules and standards. Quite often these levers
reinforce each other. The appropriate design and
combination of these three levers, however, depends on
the importance that the regulator attaches to objectives
of risk management and surveillance, namely, pre-
empting market failures and protecting investors.

People

Of the three levers, the catalyst is people. The systems
and the law can, at worst, fail to manage risk, but people
may not only fail to manage risk, can also accentuate risk.
The regulators around the world, therefore, perform
some kind of gate keeping function by insisting on
minimum standards in terms of conduct, capability, and
resources of the participants and also the people working
with them. Before authorization, the regulator
determines if the applicant is a fit and proper person 1o
participate in the market. In order to do so, it takes
account of financial integrity, convictions or civil
liabilities, competence, reputation and character,
efficiency and honesty, etc. Regulations oblige
participants to observe high standards of integrity and fair
dealing and to act with due care and diligence. They also
require them to frame and comply with standards for
internal organization and operational conduct that aim to
protect the interests of investors and to ensure proper
management of risk. The participants must understand
the requirements of the law, the market, the investors
and the issuers. Otherwise they may be a hazard to the
market. Keeping this in view, the regulations prescribe
minimum requirements with regard to qualification and
experience of participants operating in the market. In
order to ensure that the participants have resources to
put in place systems, the regulations generally specify
capital adequacy standards in terms of net worth, base
minimum capital, paid up capital and also

required for

minimum  infrastructure




Bangladesh

International Chamber

operations. The regulator monitors the conduct of
market participants continuously to ensure rhat they are
not contributing any risk to the market and in extreme
cases, withdraws the authorization of the participants to

operate in the market.
Systems

The securities market must have robust systems and
market structures. Robust systems minimize the
passibility of operational risk and reduce the possibility
of manipulation. A few examples of such systems are: the
screen based trading system, dematerialization of
securities, T+2 rolling settlement, delivery vs. payment
system, derivatives etc. The screen based trading system
cuts down on the risk of error and fraud while reducing
liquidity risk and price risk, Dematerialization of
securities obviates the myriad of risks associated with
paper based securities system, such as theft, forgery, loss
in transit etc. T+2 rolling settlement reduces settlement
risk, Delivery versus payment eliminates principal risk.
Derivatives allow investors to hedge the risks of their
portfolios. Extensive use of IT by marker participants in
all operations and implementation of business continuity
plans and disaster recovery sites helps reduce operaticnal
risk.

To ensure market integrity, the market is so structured
that the defaults by isolated participants do not lead to
domino effect of successive failures and the system has
slack resources to tide aver the situation. For example,
the market uses clearing corporations (CC) 1o assume
the counter party risk of each broker on the strength of
the settlement guarantee fund, To curb excessive
volatility, which may put strains on CC, there is a circuit
breaker system which brings about a coordinated trading
halt in all equity and equity derivatives markets nation-
wide, when the index moves either way by specified
percentages. In order to reduce incentives for the
participants (o default, brokers pay daily margins
comprising of mark to market margin and VaR-based
margin on their positions. In order to prevent brokers
from taking positions beyond their capability, the
exchanges impose limits on turnover and
exposure in relation to their base minimum

o
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capital. The brokers exceeding these limits are
auromatically and instantaneously disabled by the
automated trading system.

Since the best systems and practices cannot eliminate the
risks completely, a strong surveillance mechanism is
necessary to detect the occurrence of risk and take
remedial actions immediately. Surveillance mechanism
gathers information from diverse sources and collates it
to decipher the trend and patterns. 1t includes prudential
surveillance to identify malpractices by intermediaries
through inspections, financial surveillance to identify
financial misreporting and fraud and market surveillance
to identify market malpractices. The exchanges and the
regulator have a variety of surveillance mechanisms,
which generate various alerts on price/volume movernent
of securities not in line with expected patterns. Alerts are
scrutinized to detect potential market abuses at a nascent
stage and to minimize the ability of the market
participants to influence the price of the security, In
order to manage default risk, the exposure of the broker
is closely menitored on a real-time basis to ascertain any
excessive position compared to his normal business of
the broker. Preventive actions taken as a result of
surveillance include imposition of higher margins,

imposition of circuit filters, shifting securities from rolling
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settlement to a trade-for-trade sectlement and suspension censure, monetary penalty, suspension or revocation of
of trading, call for early pay-in, advice for reduction of registration, etc. An  effective enforcement  system
exposure or rading restrictions, Suspected malpractices safeguards the integrity of the market by dererring the
also lead 1o demailed investigations for taking appropriate participants from violating Acts, rules and regulations.
enforcement action. The law provides for prarection mechanisms such as

investor protection fund, insurance, ombudsman, ete. to
Law b1 i i
compensate the vicims of residuary risks.
E aw lays dow > minimum standards o be ; ; "
Che dawrlays dosm Hhie: @ Y iendard The risk management and surveillance  systems, i

NE » markel participants - issuers, investors ane ; . .
followed by market participants - issuers, investc designed and implemented properly,  may provide the

intermediaries 1o ensure free, fair and efficient markers. Ir comfort 10 the regulator in its area of responsibility

ohibits insider i ir actices, and any :
prohibits insider trading, unfair teade practices, and an) towards healthy growth of the market, but not the luxury

kind of price manipulation or market misconduct, which of sound sleep.
has the potential to threaten the market integrity. It
provides the regulator with a range of disciplinary 1ools
such as investigation, inspection, enquiry, adjudication,
and prosecution for fraudulent, manipulative, and other

illegal forms of conduct and also sanctions such as

* Mr. Damodaran is the Chairman, Securities and
fxchange Bogrd of India
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Role of Regulators in Improving Corporate Governance

More than two hundred vears ago, Adam Smith, in his
classic essay "Wealth of Nations', wrote the following:

“The directors of such (joint-stock) companies,
however, being the managers of other people's
money rather than of their own, it cannot well
be expected, that they should wateh over it
with the same anxious vigilance with which
the pariners in a private company frequently
watch over their own. Like the stewards of a
rich man, they are apt to considei* attention to
small matters as not for their master's honour
and very easily give themselves a dispensation
from having it. Negligence and profusion,
therefore, must alhways prevail, more or less,
in the management of the affairs of such a
company."
(Adam Smith, The Wealth of Nations)
It is evident from the passage quoted above, that
corporate governance is neither a buzz word nor a new
area of interest. The conduct of companies and its impact
on stakeholders has been an area of active research and
interest since a very long time. However, alongside the
advances in communication, increases in volume of
international trade and the phenomenon of globalization,
the world has also experienced a spate of corporate
seandals and economic crises like those in Asia in the
1990s. The combination of these factors has brought
corporate governance into the lime light and it is now a
leading policy agenda in the developed and developing
world alike.

Adherence the

governance serves to foster investor confidence and

to principles  of sood corporate
attract domestic as well as foreign investors. It is
empirically tested that the extent 1o which a company is
perceived to operate within the principles of good
caorporate governance largely affects its ability to attract
The

governance in South Asia is vastly recognized.

investment, need for corporate

The countries in the region have made a slow

— Dr. T'arig Hassan *

but  positive response to  corporate  governance
challenges. Sourh Asian regulatory bodies have played a
very active role in introducing corporate governance
practices, and sustaining these efforts is now the key o

developing the good governance paradigm.

Regulatory  Responsibilities for Improving

Corporate Governance

The regulator has a key role in implementing corporate
sovernance requirements. Creation of a strong legal and
regulatory fram ework thar is adequarely enforced serves
to protect stakeholders' interests and engender investor
confidence, as a first step. The second step is taking an
iterative approach, and continuously improvising on the

existent framework

In implementing, promoting and  improving  good
corparate governance framework, the regulatory role
varies from consultative to administrative. Foremost, the
introduction of a code of corporate governance requires
the involvement of regulatory authorities and corporate
sector representatives to ensure that ir fulfills the
fundamentals of transparency and accountability. Only a
consultative process can ensure that such a framework
the needs of diversified

objectively  addresses

stakeholders.

Once the corporate governance code has  been
developed, it requires legal backing to allow a certain
level of enforceability. The manner in which the
framewark is to be implemented varies according to the
needs and circumstances  of every jurisdiction. This can
take the form of necessary amendments in corporate
laws or incorporation in listing regulations of stock
exchanges or encouraging voluntary adaptation through
issuance as guidelines, Whatever may be the manner of
introduction of a code of good governance, its effective
implementation
regulatory body concerned.

requires vigilant oversight by the

It is also essental that the regulator maintains a regular
diglogue with various stakeholders to allow them to
understand and discharge their responsibilities in the
corporate governance framework. This requires that
compliance with good governance practices is
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understood by companies to be in their own interest of
enhancing business value. It also requires directors and
managers to set strategic goals, establish financial and
other policies, and run the affairs of the company while
being accountable to shareholders for the performance
and, activities of the company and ensuring conformance
with laws, rules and regulations. Furthermore,
shareholders - particularly institutional shareholders -
should play an active role in assessing the performance of
management and exercising their rights. The regulator
may need to create an enabling environment for
improving participation of these various groups of
stakeholders  in

governance,

implementing good  corporate

Improvement in corporate governance practices comes
with the regulators’ ability to reward those companies
that display committed compliance with good corporate
governance as well as take action against erring
companies and their directors or managers.

Experience in Promoting Corporate Governance in
Pakistan

Pakistan's frontline corporate regulator, Securities and
Exchange Commission of Pakistan (SEC), has been
proactively  pursuing its agenda of instilling good
corporate governance practices since 2002, Making a
steady start to adopr and implement good governance
practices, SEC issued the Code of Corporate Governance
in March 2003. The Code was incorporated into the
listing regulations of the stock exchanges. It is mandatory
upon listed companies to comply with the Code and the
stack exchanges ensure compliance therewith,

The Code of Corporate Governance seeks to establish a
system whereby a company is directed and controlled by
its directors in compliance with the best practices so 4s to
safeguard the interests of diversified stakeholders. It
proposes to restructure the composition of board of
directors in order to introduce representation by
minority shareholders and broad-based representation by
executive and non-executive directors. It also emphasizes
openness and transparency in corporate affairs and
decision-making process and requires directors to
discharge their fiduciary responsibilities in the larger
interest of all stakeholders in a transparent, informed,
diligent, and timely manner. Furthermore, it seeks to
achieve the objectives of good corporate governance by
recommending strengthening of corporate working,
internal control system and external audit requirements.
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Subsequent  to
the introduction
of the Code, a
number of
measures  are
being taken to
ensure that there
is adequate
: awareness in the
corporate sector of the need for and benefits of good
governance, In this regard, a number of seminars and
training workshops of directors and management of
listed companies have been held under the auspices of
the SEC as well as a number of private sector
organizations.

— - L

Earlier this vear, in partnership with notable private sector
representatives, SEC established the Pakistan Institute of
Corporate Governance to serve as the focal point for
training and research on corporate governance in the
country, It is expected that establishment of the Institute
would provide an enabling environment for effective
implementation of the Code of Corporate Governance.

Also, compliance with the Code of Corporate Governance
has been incorporated into the criteria of awards
announced by professional and industry associations. This
has served to give due recognition to companies that
follow better corporate governance practices.

Conclusion

Good corporate governance is now widely recognized as
essential for establishing an attractive investment climate
characterized by competitive companies and efficient
financial markets. It is imperative that economies in the
South Asian region develop necessary framework of
corporate  governance and achieve implementation
through active participation of key stakehalders, in order
to provide impetus to economic growth.

Good corporate governance is not about conformance in
letter but in spirit as well. It cannot be measured by a box
ticking exercise and companies therefore must be
enabled to develop a corporate culture in which
transparency and accountahility are predominant features.
Providing an enabling environment with a conducive
regulatory framework is the foremost responsibility of the
frontline regulators of every country. Once this job is well
done, the rest falls into place more easily!

* Dr. Hassan is the Chairman of Securities &
FExchenge Commission, Pakisian.
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Capital Market Transaction in Regional Emerging Economies

The topic of my speech - "Capital Market Transaction in
Regional Emerging Economies” - is indeed, if I may say so,
very relevant, Emerging economies are in the investment
radar of investors worldwide chasing new growth
opportunities. There are many drivers of this
phenomenon. High personal debt in U.S., near saturated
levels of personal consumption in the West, ageing
population in the West etc. Thought leaders world wide
are recognizing that this century is going © be the Asia
century.

The action is here - in the emerging economies of Asia.
China story has been told and retold and needs no
repetition. Much is happening in this sub-continent as well.

In this context, 1 would like to touch upon the Indian
experience.  Indian Capital Markets have been doing
exceptionally well. Since September 2003, when the bull
ran started, our markets have maore than doubled,
Bombay Sensitive Index (SENSEX) is posting new heights
and recently crossed the 8000 mark. In terms of market
capitalization, India’s market cap now stands around US §
510 hillion and has overtaken both Korea and Taiwan. In
the regional sweepstakes, India is behind Australia, Hong

Kong and Japan.

There is broad
consensus  that in
the medium- and
long-term, Indian
story is going to

strongly  unfold.

Indian economy is

one of the fastest

growing economics
of the world and the stock market mirror this
fundamental fact. Though relative valuations at PE
multiple of around 16 make the Indian market fully
priced (some will say expensively priced) if you factor
in the projected growth of around 7% per annum,
forward PE multiples look far more reasonable. Markets
will typically upfront the economy, and as long as strong
GDP growth and economic growth provide the
underpinnings for a buovant stock market,
things are relatively safe.

— Rajnikant Patel *

Additionally, what is attracting foreign investors into India
is the fact that the Indian markets are very clearly well
regulated and have adopred over the years efficient
trading, clearing and settlement processes comparable
with the best in the world. 1 will like to touch upon a few
of them,

The Indian equity market operates rolling settlements,
with trades settled T+2, We have order driven markets,
entirely screen based. The tick size of 5 paise (one-eight
of a cent, yes, one-eighth of a cent) represents one of the
finest (may be the finest spread) spreads in the world,
T+1 is being discussed, and its introduction is awaiting
reforms in hanking settlement processes through RTGS
{Real Time Gross Sertlement).

Settlement risk issues have been addressed. Paper
delivery is negligible and is as good as over, Electronic
credit of dematerialized securities has meant thar all the
atrendant problems of paper delivery - delays, conflicting
corporate action entitlements, fake/forged shares, etc.
are all things of the past. The load on both exchange back
office and broker back office has considerably been
cased, with sertlement through electronic security
credits,

The Settlement Guarantee Funds of the Exchanges,
though seldom resorted to, have improved considerably
the confidence of the players in the integritv of the
market. From August the markets have adopted upfront
collection of margins (based on VaR). This is a big step
indeed in eliminating default risks. Additionally, EVR anel
mark-to-market margins are collected at the end of the
clay. This has considerably enhanced the saterv chinae
particularly in the context of buovant conditions and new

heights.

The Futures & Options markers have been very vibrant,
with high level of investor and speculative interest in
futures and specifically index futures. Options on
individual stocks have seen rising participation, with NSE
emerging as one of the largest players in the segment.
The F&O market is till cash settled, and the regulator is
addressing concerns relating to overnight risk. Towards
this, the regulator is exploring ways and means to
pramote stock lending.
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In terms of direct taxation, the Government of India
introcluced major changes in the last budget for capital
gain calculations. Short term capital gains on shares (i.e.
holding period of less than one year) attracts a low rate of
10% basic tax. Long-term capital gains arising out of
transactions on stock exchanges attract no tax. Dividends
are tax ‘free in the hands of the recipients, making
dividend vields attractive in as scenario of low interest
vields that too taxahle ar the marginal rate of 33%.

Though India has been posting a high savings rate of
24%, only a small percenrage of individual household
savings have found their way into the capital markers
{estimated at less than 1.5%). By and large individuals still
seem to prefer the safety of bank deposits and high
vielding government small  savings programmes.
However, with the withdrawal of tax benefits associated
with some of these savings, and reduced interest vield on
some of the small saving schemes, the relative attraction
of the stock markers amongst the small savers is on the
rise. Some of the investors are now taking the mutual
fund route and are participating in high quality public
issues of Public Sector disinvestments and other large

offerings.

The mutual fund industry is still predominantly debt-
orfented. It is estimared thar the rotal assets under
management of mutual funds in India is of the order of
1S $ 60 billion. Equity funds have been having
exceptional years, with passive investment in index funds
gaining popularity. Sectoral funds too have caught the
fancy of investors, though by very definition they dilute
the benefit of a broad based portfolio, More sophisticated
offerings based on hedging have also made a beginning
with more than passing interest from retail clients.

Markets are getting integrated. India imports more than US
£ 140 million worth of gold every vear and Indian private
holding of gold is the largest in the world. Gold ETF is being
discussed with the regulators and its launch will represent
a significant watershed in the Indian capital markets,

Markets world over are integrated. India is no exception
with larger and larger FII participation. Many of the
leading Indian companies have their GDRs listed abroad,
with the underlying equity listed on the Indian markets.
The Vedanta group's shares were listed in London and is

a painter of things to come.

)
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There is much happening in the sub-continent. A spirit of

peace and cooperation is in the air. The governments are
keen to increase trade and commerce, We have a very
large market in the subcontinent and opening of trade
between the countries will give a tremendous fillip to the
economic growth,

[ would like 1o conclude the speech with a significant
event which happened during 2005. Irilan Oi, a hydro-
carbon major involved in refining and distribution of
petroleum products, through Lanka 10C made a public
issue in Sri Lanka which met with an overwhelming
response. 1t is my wish and hope that we will see more of
such regional cooperation in the capital markets of the
sub-continent in the years to come.

* Mr. Patel is the Managing Direcior & CEO
of Bombeay Stock Exchange Lid.




Bangladesh

Internmnmational C€hamber o

f

Commerce - Bangladesh

Cross Border Trade and Integrated Capital Markets
- Role and Tasks of Tokyo Stock Exchange

With the capital that circulates in a second around the
world, it is no wonder that the expectations from
multinational companies that conduct global businesses
and institutional investors that pursue asset allocation
globally have risen. The capital markets are consequently
expected to expand and enhance their funcrionalities
more than before. 1t should be noted, however, that the
capital markets can earn the confidence of these market
users including investing  public  only  through
accomplishing  their mission through the commonly
accepted  global marker norms.  Todav's world s
dramatically changed from the domestic-centrie days of
the past. As efforts are made to
standardize relevant rules across global capital markets,
the traditional of
diminishing.

harmonize and

existence "national  borders” is
Dramatically evolving environments that surrounds the
capital markers have also greatly affected the management
strategies and raison d'ére of swock exchanges, or the

capital markets as a
whaole,
largest and mast liquid

As one of the

stock markets in the
world, Tokvo  Stock
Exchange (TSE)} is
expected  to  assume
greater global
responsibilities  more.

Some changes that TSE
has experienced include
a marked increase in
foreign investment; non-
Japanese investors recently account for more than 50% of
TSE's daily trading volume.  Additionally, in an effort 1o
meet investors' needs, TSE has been promoting the listing
of Asian companies in its market, TSE believes that
its position as a premier financial center in Asia, can
provide its listed companies with unique merits, TSE's
invitation of a large variety of quality companies, both
Japanese and Asian, will enhance its corporate value and
allow it to srand sull among other Asian markets. TSE is
also expected to act proactively to provide maore investing
opportunities in the Asian markets to Japanese individual
investors whose financial assers are over 1400 rrillion Yen
or 13 willion US$,  Japanese investors have
already been active in investing in some of the

— Takuo Tsurushima*

Asian markets, most notably the Hong Kong marker. Tt is
easy 1o predict thar this trend will continue to grow and
Japanese investors will begin investing to a greater degree
in ather Asian markets as well in the near future
Therefore, it is a "must” for TSE to serve public by offering
diversified alternatives to invest through collaborations
and cooperation with other Asian exchanges, including
direct marker linkages.

There has already been significant progress on links in the
ASEAN countries at the governmental level in the last few
vears., In 2003, the ASEAN Finance Ministers agreed on
the Roadmap for Integration of ASEAN in the areas of
capital market development, capital account liberalization,
financial services liberalization and ASEAN currency
cooperation. In particular, efforts have been focused on
initiatives to foster greater cross horder collaboration
herween capital markers in such areas as staff training
networks, development of products and market linkages,
and the harmonization of capital marker standards.

Al the exchange level, a regional federation of stock
exchanges has been organized under TSE's leadership for
more than 20 vears. The federation, called the Asian and
Oceanian Stock Exchanges Federation (AOSEF) was
originally formed as a fraternal gathering of regional
exchanges.  This spirit still remains at the core of the
federation.  But, the member exchanges may be more
ambitious to exchange information on their markets and
enhance their cooperation toward further development of
the regional capital markets. By fully recognizing ASEAN's
initiatives, the most recent project which AOSEF has set
up is the study and

discussion of how the regional exchanges can harmaonize
the rules and practices of their markets and coordinare
marker surveillance and compliance.  In order to help
facilitate cross border trading among regional markets, the
harmonization of rules and practices and coordinadon of
market surveillance are both necessary and desirable.

We believe that although this AOSEF project may be a
relatively long-term one, this will be of great help to
increasing the level and standard of the markets both in
terms of guality and quantity. Tt is essential for TSE to
further enhance its regional leadership, so that both
Japanese and Asian investors can gain access to expanded
investment oppartunities within our region,

¢ Mr. Tsurushima is the President and CEC,
Tolve Stock Exchange, Inc.
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Bursa Malaysia Derivatives Berhad

As the capital marker in Malaysia evolves further with
more varied and customised investment instruments, the
futures industry will play an increasingly significant role in
the transformation towards a more dynamic capital

market.

In Malaysia, Bursa Malaysia Berhad (Bursa Malaysia) offers
a complete range of exchange-related services including
trading, clearing, settlement and depository services for

-
v

securities, derivatives
the
markets. Bursa Malaysia
Berhad
Malaysia

and off-shore

Derivatives
(Bursa

Derivatives), a wholly-
of

Bursa Malaysia , offers futures and options contracts

owned subsidiary

covering financial, equity and commodity related
instruments on an electronic trading platform.

The following 8 products are currently traded on the

Exchange:
@ Kuala Lumpur Composite Index Futures (FKLI)

contract

Kuala Lumpur Composite Index Options (OKLI)
contract

Crude Palm Oil Futures (FCPO) contract
Crude Palm Kernel Qil Futures (FPKO) contract

“3-Month Kuala Lumpur Inter-bank Offered Rate
Futures (FKB3) contract

Three-Year Malaysian Government Securities
Futures (FMG3) contract

Five-Year Malaysian Government Securities Futures
(FMG5) contract

Ten-Year Malaysian Government Securities Futures
(FMGA) contract

the
supervision of the Securities Commission and is
governed by the Futures Industry Act (FIA) 1993. The
Exchange also falls under the jurisdiction of the Minister

Bursa Malaysia Derivatives operates under

— Yusli Mobhamed Yusoff *

of Finance of Malaysia, thus offering investors the security
of trading on a regulated Exchange with infrastructure
and regulations comparable to that of established
markets worldwide.

It is Bursa Malaysia Derivatives” mission to be the catalyst
in the development of the derivatives industry in
Malaysia, by operating markets that serves the following
major economic functions: for price risk management, or

hedging; and as a pricing benchmark and price discovery
tool. It also provides a liquid and safe market for
investors seeking to trade in derivatives as part of their
investment portfolio. Bursa Malaysia Derivatives has
definitely established a repuration for being a derivatives

exchange with the necessary capacity and

capabilities for servicing the needs of both the local and
international trading community,

Malaysia's position as the top global producer and
exporter of palm oil and palm il products allows Bursa
Malaysia Derivatives to capitalise on providing price risk
management solutions to traders and hedgers dealing in
palm il and its related products. Bursa Malaysia
Derivatives offers the most actively traded crude palm oil

futures in the world,

Bursa Malaysia Derivatives Berhad has shown robust
growth in volume traded and open interest for its
products. For the vear ended 31st December 2004, total
derivatives trading volume was an all-time record of 2.63
million contracts. This represented a growth of 31.6%
over the previous year where 2.0 million contracts were
traded. The Exchange total year-end open positions in
December 2004 rose 33.53% from 49,296 contracts in
2003 to 65,824 contracts.

The significant growth in 2004 was attributed to the
strong trading interest in FKLI and FCPO contracts, which
contributed 41.3% and 52.3% respectively to the total
trading volume. As ar 30 August 2005, Bursa Malaysia
of
1,652,821 contracts, with total open interest of
87,430 contracts.

Derivatives recorded a total volume

2+ PHETEENe
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Recent Developments 2004 and the recent de-pegging of the Malaysian Ringgit

Recent developments at Bursa Malaysia include: in July 2005 would further enhance the attractiveness of
Malaysia as an investment destination,
® The acceptance by the Clearing House of selected

blue chip stocks as margin collateral for derivatives Moving Forward
trading.
Bursa Malaysia Derivatives will strive 1o introduce new
®  In July 2005, the Deterioration of Bleachability Index products to meet risk management and investment
(DOBI) was introduced as a quality criterion for the needs of the local and global investing community.

physically delivered FCPO.

Bursa Malaysia is in the process of implementing Bursa
Trade (Bursa Malaysia's common trading platform) to
replace the technology of its existing disparate trading
platforms for securities and derivatives. This includes the
introduction of both new hardware and application
software that provide an integrated trading platform for
all of Bursa Malaysia's securities and derivatives products.

The new trading platform will allow Bursa Malaysia to
introduce open Application Programming [nterface (API),

@ In August 2005, omnibus accounts were allowed to and pave the way for direct market access.

be opened with Malaysian futures brokers. Omnibus
P - . . In meeting the challenges of increased globalisation and
account holders are exempted from complying with o ) ;
) i competition, Bursa Malaysia also intends to seek
the speculative position limits set by the exchange, . "y ) . _ .
P : ; alliances and trading links with suitable strategic business
as long as each individual underlying client B ,
. : partners. In pursuing this strategy, Bursa Malaysia seeks
registered under the omnibus account does not g g

o R to grow its investor hase, develop new products with an
exceed these position limits. Position limits are set . . ,
. ) . international flavour, and offer an increased range of
by the Exchange to prevent manipulation of the . . .
k i investment tools to investors, both local and foreign.
market.

The liberalisation of capital controls by Bank Negara
Malaysia (the Central Bank of Malaysia) in September

% Mr. Yusoff is the Chief Executive Officer,
Bursa Malaysia Berbead,
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Rules and Regulation of Valuation Methods:
Buy-Back of Shares

Protection of the interest of the minority shareholders
has always been on the top priority of the Exchange,
being the frontline regulator.

Unfortunately a considerable cross section of listed
companies that availed public funds through Initial public
offering for various reasons could not come up o the
expectations  of the shareholders. The minority
shareholders as a consequence have been deprived of a
reasonable rate of return on their investments coupled
with sharply eroding wvalues that has endangered
precipitation of complete loss of confidence of investors
in equity issues and thereby impeding growth of capital
market.

1. Buy Back of shares from minority Shareholders
+ by the Sponsors followed by delisting of Company
from Exchange.

The need for buy-back of shares of the minority
shareholders by the sponsors of the company has
arisen due to the persistent anemic financial position
of a cross-section of public companies listed on the
stock exchanges thar are facing difficulties in their
operations and as a result are unable to pay adequate
return, or any return, to their sharcholders, In such
circumstances, the option of voluntary delisting

— Mubammad Yasin Lakbani *

through buy-back of shares by the sponsors of a
company from the minority shareholders provides a
relief mechanism within the regulatory framework to
safeguard and protect the interest of shareholders
and thereby instill greater confidence in the equity
markets.

Keeping view of the above, it was felt necessary to
provide an exit route to the sponsors by-way of buy-
back of shares followed by the delisting of
companies. The Exchange with the prior approval of
the Securities & Exchange Commission of Pakistan
framed the Regulations relevant w  Voluntary
Delisting of Companies in 1999,

The key element of the above option lies in
determining benchmark price (buy-back price) to
effectuate buy-back of shares keeping in view all
exogenous factors,

The benchmark buy-back price should invariably
take into account exigency of the present and
prospective envircnment and thereby ensure
adequate protection of rights of all parties
concerned and, in particular, the shareholders.

The objective of the buy back of shares is to protect
the interest of shareholders as the sponsors are at
great advantage by having access to inside
information pertaining to the company and its
prospects. There are numerous scientific methods
from very basic to highly complex to arrive at a buy
back price some of which are included in the Listing
Regulations of the Karachi Stock Exchange for the
companies intending to seck voluntary delisting
from the Exchange hy purchasing all securities from
minority shareholders by the majority security
holders/sponsors with the purpose to de-list the
security along with the reasons thereof. The
minimum purchase price at which the securities are
proposed to be purchased by the sponsors

under the relevant Regulation of the
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Exchange is determined on the basis of highest of  negative earnings add no value when incorporated in P/E
valuation model, In such cases revaluartion of assets is the

only comfort for the shareholders, as is evident from the

the following:

4) Current Market Price as of the date the exchange ¢ owing:
receives the sponsors/ majority security holders
intimation under 32-A (i). Name of Company Market  Offer  Price Determined
. Price Price Exchange and
b) Average Market Price (Annualized) InRs.  Sponsors  Accepted by The
InRs.  Sponsors In Rs.
c) Break-up Value based on historical cost Kohmoor Ol Mills Limited 7 7 255
Shafiq Texale Mills Limitedl 103 110 200
dy Earnings Multiplier approach (for profitable Spencer & Co 5 155 m
companies) Universal Leather & Foorwear Ind. L. 48 50 125
; Hamiza Sugar Mills Limited 3 32 0
e} The maximum price at which the Sponsors had : J
) Faman Testile Mills Limited 7 45 65
purchased these shares from the open market in
3 Hilal Tanneries of Faldstan Ll 12 15 5%
the preceding one year
Fioneers Cables Limited 1l 10 5]
The final minimum purchase price of the securities to be Elite: Textile Mills Limired 7 7.4 15
delisted is fixed with the approval of the Exchange. At Polypropylene Products Ltd 1350 3 2

the same time the Exchange determine the minimum . o

- In case of disagreement of sponsors on minimum

percentage of securities to be purchased by sponsors to - )
percentage of securities to be purchased as determined

by the Exchange, the sponsors may file an appeal with
the Securities & Exchange Commission of Pakistan within

qualify for delisting.

10 days of receipt of communication of such
determination under intimation to the Exchange. The
decision taken by the SECP is final and binding on both

the sponsors and the Exchange.

2. Purchase of its own shares by the company
followed by reduction in capital:

A listed company may subject to the provision of Section

95A of the Companies Ordinance, 1984 and the buy-hack
of shares Rules, 1999 framed by the Securities &

Exchange Commission of Pakistan may purchase its own
One of the criteria to arrive at the buy-back price is based _ —_— 2

shares. The purchase of shares should be authorized by
the special resolution which indicates the maximum
number of shares, the maximum price and the period

within which the purchase is 1o be made.

on break-up value on historical cost. On various
occasions the Exchange has very effectively used the
reasoning of replacement cost/current market value of

assers o persuade the sponsors of loss-making

® The purchase is made in cash and out of the
distributable profit and also that the company shall
continue o operate as a going concern and capable of

companies to buy back shares at a price significantly
higher as compared to price arrived at using P/E

valuation model, historical break up value, etc. The :
meeting irs liabilities on time during the period upto

revaluation of assets is important in profit-making

companies, it is more critical in loss-making companies
having negative or negligible net-worth,
negative earnings, and poor market value. The

the end of the immediately succeeding financial year.

@ Where shares are purchased by a company on
premium, the account of premium shall be charged
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ta Shares Premium Account of the company or in the
absence of any balance therein, to the distributable
profits of the company.

Where purchase is made at a price lower than the
nominal value of shares, the difference shall be

credited to the reserve created.

The company shall have debt equity ratio of 75:25

and current ratic of 1:1.

The majority of the directors including the chief
executive, shall a1 a meeting made a declaration of
solvency verified by an affidavit to the effect that they
have made a full inquiry into the affairs of the
company, and that after having done so, they have
formed the opinion that the company shall continue
0 operate as a going concern and that it is capable of
meeting its liabilities on time during the period upto
the end of the immediately succeeding financial year,

f
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The purchase shall be made through a tender system
and the mode of tender shall be decided by the
company in general meeting through a  special

resolution.

The shares purchased under this section shall not be
resold and shall be cancelled forthwith. The amount
of the company's paid up share capital shall be
diminished by the nominal value of such shares
accordingly.

The purchase shall be disclosed in the balance sheet
as reduction of share capital and other necessary
details including the mode ancl purchase price shall
be provided in the explanatory notes of the

accounts,

= Mr. Lakhani is the Chairman of Kevachi
Stack kxchange (Guarantee) Lid.
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 Recent Trends in Global Capital Markets and the Role of
Singapore Exchange (SGX) in the Regional Economy

Efforts to build a resilient capital markets
globally...

The development of capital markets is an important
aspect of any modern economy. The direct correlation
observed in economic development and the state of
capital markets in many countries across the globe is
telling that they progress in tandem.  As the world
hecomes more integrated, capital markets play 4 critical
role not just in providing liquidity and  investment
instruments, but also in maintaining global financial

stability,

Therefore, building a thriving and healthy capital markets

characterised by a robust regulatory and institutional
framework, as well as efficient infrastructure for public
information and trading/settdlement remains a key priority
globally. In particular, much emphasis has been placed
on improving integrity of the marketplace through

enhancing corporate governance standards.

... has helped create growth in recent years, albeit
with guarded optimism in 2005

Alang with the rest of the financial sectors, the glahal
capital markets suffered twmultuous tmes during the
Asian financial crisis in 1997, the burst of the dotcom
bubble in 2000, and the aftermath of the terrorist attacks
on the US in 2001

cconomies set the industry an oa rally in 2002, which

Recovery  in the major  global

continued into 2003 where debt and equity underwriting

experienced solid actvity,  Capital market's

activity was further strengthened as

— Swee Tian ANG #

international equity markets pur on a generally healthy
showing during 2004,

It was estimated by Mckinsey & Company that the total
value of the global capital markers - including hank
deposits, government and private debr securities, and
equitics - stood at USST19 rillion at the end of 2004,
While this value is projected o grow bevond 185200
trillion by 2010, guacded optimism shapes environment
for 2005 since potental disruptions such as the

stubbornly high oil prices loom m the background,

In terms of maket segmentaion, the leading sector within
the capital markets is bonds outstanding, which accounts for
about 43% of the global value, Bank deposits and cquity
securities  account for the remaining 30% and 27%
respectively.  Geographically, the US continues to dominate
the market value, taking a share of about 37%.
second largest region with 31%, and is gaining strength
through integration. Asia is o region made up of markets of
vastly different sizes, with Japan dominating two th
region's capital markets, and China and India driving growth.

Europe is the

ls of the

Global PO jumped sharply in 2004, roughlv doubling over
2003 in transaction numbers and even more than that in
doilars raised. In towl, 1516 deals were concluded, ruising
US$124 billion, While North America and Europe reasserted
themselves in the 1PO scene, the centre of gravity continues
to shilt towards emerging cconomies such as China. Indi,
Russia and Ismael. The thirst for capital in these emerging
markets has attracted increasing competition from many
international stock exchanges, and has thus given rise o the
number of cross-border listings.

SGX as the Asian Gateway continues to attract
foreign listings. ..

Singapore is located at the heart of the exciting growth
story of Asia, where there are remendous investiment
needs.  Companies within Asia are also fast expanding
overseas, and capital is often a critical success factor.
Against such a backdrop, SGX has been able o contribute
by providing a platform for capital raising, and at the same
benefit from it. Last vear alone, 48 foreign companies were
listed on SGX. For the first time last yvear, the number of
foreign companies surpasses that of the local companies.
On the whole, out of the 663 companies currently listed on

SGX. 28% are foreign, making up 40% of the market
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capitalisation.  Such receptivity to foreign companies is a
unique feature of Singapore market which foreign
companies find comfort in when choosing to list on SGX.

[n 2004, the Singapore bond markets saw the largest
number of foreign issuers at 34, raising a total of §83.5
hillion. This included not only corporates and financial
institutions such as General Electric and Citigroup, but also
supranationals such as the Asian Development Bank (ADB)
and U.S. Agencies like Fannie Mae.

Beyond raising capital, both Multi-National Corporations
(MNCs) and smaller companies alike have found Singapore
conducive for conducting business operations in areas like
manufacturing, research & development, and distribution &
logistics. Out of the 7000 MNCs located in Singapore, many
have established their regional Headquarters here.  This
powerful MNC network, coupled with Singapore’s extensive
network of Free Trade Agreements (FTAs) and Double Tax
Avoidance Agreements (DTAAs) must have helped attract
the 1100 Chinese companies and 1500 Indian companies
that currently have operations here.

... and strives to build our capital markets through
partnerships and linkages.

SGX recognises the positive effects of exchange networks
and by leveraging on its strengths in Asia, we are
pro-actively forging alliances with like-minded institutions.
On the securities front, SGX is currently in active discussion
with Bursa Malaysia to establish a co-trading linkage similar
16 the one it had forged with Australian Stock Exchange a
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We have also participated in a joint collaboration with four
other ASEAN stock exchanges - Indonesia, Malaysia,
Philippines and Thailand - to create an index of ASEAN

stocks, which will be launched soon. It will be a tradable
index that comprises many top names, and will facilitate the
creation of exchange-traded products such as furuds and
futures targeted ar investors who recognise the economic
and investment prospects of ASEAN,

Through all these, we hope to pave the way for stronger
growth in financial services activities between Singapore
and our partners, to promote better market access and to
enhance cross border flows of capiral.

+ My, ANG is the President of Singapore Exchange Lid,
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Asian Bond Market for Development of
Regional Stock Exchanges

Introduction

"

The ASEAN+3' have launched the Asian Bond Markets
Initiative (ABMI) since December 2002, Many efforts have
been pursued under six working groups, Among these
six working groups, the working group’ is chaired by
Thailand. There are 2 number of progresses. WG1 has
continued to take a three-pronged approach toward irs
anal of creating new securitized debt instruments. At the
same time, the efforts have also been put to increasing
the supply of local currency bonds as well as the
withholding rax issues.

In Thailand, the necessary amendments to the Royal
Decree and Ministerial Regulations were made in order
that the non-resident investors of Thai-baht Asian bonds
will  receive rtax-free
income  from  bond
investment, The
definition of the Asian
bond for Thai
environment  has  also
been redefined to cover
all types of government
and  quasi-government
debt securities. Since the
new definition of Thai-baht Asian bonds include both
existing and newly-issued bonds, they account for large
portion in Thai bond market. Thai-baht Asian bonds will
be issued regularly and listed in the Bond Electronic
Exchange (BEX)" to ensure the transparency and

promoting the liquidity.

The securitization in Thailand has been developed using
the Thai Government Complex project to be the pilot. A
number of concerns have been put into considerations,
for example, tax issues, public debr burden, etc. However,
the progresses in the securitization are observed.

The Stock Exchange of Thailand and Asian Bond
Market Initiative

To response to the ABMI tasks, the Stock
Exchange of Thailand (SET) has set up the

— Kittiratt Na-Ranong *

Bond Electronic Exchange (BEX) since November 2003 to
perform the operations concerning  fixed-income
securities trading. Prior to the establishment of BEX, all
bond trading transactions are done through the
unorganized OTC. The retail investor has o rely on
unobserved price-vield information if one wants to invest
in bond. Liquidity of the bond wading through the
unorganized is also one of the most crucial problems.

Since December 2004, the Ministry of Finance has set up
the Thai Bond Market Steering Commiteee, chaired by the
Minister of Finance, to look after the development of the
Thai bond market according to the Thai Bond Market
Development Muster Plan: Stage 11 The results from the
first meeting of the steering committee, there are three
main issues showing the remarkable moves of the Thai
bond market. Firstlv, it is agreed to promote the BEX 1o be
the central clectronic trading platform (Central ETP) for
the Thai hone market. Secondly, the Thailand Securities
Depository Co.. Lid, the sobsidiary of the SET, was
assigned as the depository center of all government and
quasi-government bonds. Lastly, the Thai Bond Dealing
Centre ( ThaiBDC) was assigned to be the monitoring unit
and information center for the Thai bond marker.

BEX adopted the beta version electronic trading platform
from the ThaiBDC. The FIRSTs (Fixed Income and
Related Securities Trading system) emerges from the
additional development to the adopted ETP. The FIRSTs
is the electronic system for OTC bond market which
complies to the regular practices of those institutional
investors and dealers in the Thai bond market. The
design of the FIRSTs intends to facilitate the Thai bond
wholesale market. It is planned to launch by the last

quarter of the 2005.

Besides 1o the FIRSTs, which is for the wholesale bond
market, BEX also serves the retail bond investors through
the automatic order matching (AOM) scheme. This AOM
is the true exchange system with the pre-specified rules
of matching, price-then-time. In the coming year of 2006,
BEX plans to promote this AOM to the wide range of
retail investors whao are interested in bond investment.
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Not only the developments of infrastructures, BEX also
put extremely large efforts to educate both investors and
professionals for the bond investment techniques. The
Thailand Securities Institute (TSI, the business unit
under SET, helps support the educational loads for BEX.

Conclusions

SET intends to help promore and support the ABMI in
many ways. A number of tasks has been done and will be
done in the future to strengthen the Thai bond market. It
is expected to have strong and liquid Thai bond market
as one of the unit of the Asian bond market.
Thai bond

[t is also
believed that our Asian bond market, with
market, will ensure the stability of Asian economy in the

nedr future.

o
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Brunci Darussalam, Cambodia, Indonesia, Laos,
Malaysia, Myanmar, Philippines, Singapore, Thailand,

Vietnam + Japan, China, South Korea

WG1-Creating New Securitized Debt Instruments,
WG2-
Mechanisms, WG3-Foreign Exchange Transactions

Credit  Guarantees and  Investment
and Settlement Issues, WG4-Issuance of Bonds
Denominated in Local Currencies by MDBS, Foreign
Government  Agencies, and  Multinational
Corporgdtions, WGS-Rating Systems and Information
WGH-Technical

Dissemination, Assistance

Coordination.

BEX is the Thai bond market of the Stock Exchange
of Thailand (SET).

* Mr. Kittiratt s the Presiclent of
Stock Exchange of Thailand Lid.
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Demutualisation: Current Trend of the Stock Exchange Reform

The history of stock exchanges dates back to more than a
century. Since its natural birth after institutionalization of
large public limited companies, stock exchanges have
continued to grow - from kerb market to current
geographically neutral automated hourses, The changing
features of the stock exchanges have always aimed, in the
recent times as in the early days, (o more transparency
and efficiency. Transparency means equal access of
information to all participants and right information on
the right time to all. Efficiency refers to best use of
resources required for effective operation. It looks at the
quantum of recourses employed for the quantum of
outpur.

The most active stack exchanges in the world are now, if
they have not already, reforming to demutualisation, 1t is
treated as an obvious development after trading systems
have heen automated worldwide. Demutualisation is a
new jargon to us and may not be found in dictionary. In
mutualised set up, the entities in the capital marker form
non-profit association 1o engender stock dealing and
broking businesses. In the demutualised form stock
exchanges are for-profit organisation run by the non-
traders in the framework of the securities laws to provide
services to traders. Demutualisation is the process of
conversion of a not-for-profit entity into a for-profit entity
owned by its shareholders. The reform results in a new
company that operates like a business, which is
customer-need-oridented and thus able to respond
quickly to the changes in environment. As a profit
oriented organisation, a professional management team
runs it, which is accountable to its shareholders.

Stock Exchange involves basically three entities - Owners,
Dealers and Management. Conflicts of interest among
these groups may jeopardize the basic objectives of the
organisation that is providing investors a transparent and
marker place. The owners are trading
dealers/brokers in the current scenario in Bangladesh.
Stock Exchange sharcholder members do not get any
dividend from the Exchange. But they form the policy-
making authority, A basic human instinct to maximise

efficient

income from any business, no matter what the law
permits, may provoke to utilise the right they

possess as owner in their operation in dealing.

— Amir Kbosru M Chowdbury, MP *

It happened many times in the histroy - in all eras and in
all countries. Managers hired and fired by the owner
dealers receive some protection from the monitoring
agencies, but dual accountability and reporting need may
create dilemmas in delivery of managers’ duties
independently. There are representations of neutral
persons in the governing board. But it is casual and the

services are voluntary.

In the demutualised ser up of a stock exchange, owners
of for-profit corporate bodies in the financial sectors do
not trade in securities, Brokers are licensees from the
monitoring agency (SEC), and pay a very low amount of
fees compared to the cost of 2 membership in the bourse
for trading. They may have to pass professional exam.
Management is responsible for providing a smooth
trading system and running administration of the
exchange in a profitable way. Managers do not trade or
otherwise have any link to influence the brakers or be
influenced by them.

Benefits of demutulised exchanges are enormous as have
been experienced worldwide. Most of the major
exchanges round the globe such as London Stock
Exchange, Deutsch Borse, Singapore Stock Exchange,
Australian Stock Exchange, Hong Kong Stock Exchange,
Toronto Stock Exchange, Malaysia Stock Exchange,
have been
Stock
Exchanges such as Euronext, Nasdaq, Sydney Future
started  the
in the emerging markets,

National Stock Exchange of India etc.
demutulised and started reaping the benefits.
have

Exchange etc. process of

demutualization. Even
exchanges such as Chili, Hungary, Philippines already
finished demutualization and Sri Lanka, China, Poland
Pakistan etc. have started the process. Everybody
irrespective of the region and nature of governance
realized the need for demutualised stock market. It's
time we think about the issue and quickly delve into the

matter.

Traditional setup of exchange lacks focused strategic
goals and business purposes and often has no clear
accountability particularly because they are not-for-profit
entity. Usually in a not-for profit company creating
shareholders' value is not a priority and member-owners
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. are more concerned about their broking business than
the whole exchange's profitability or development.
Because they don't ger direct benefit out of the surpluses
that the exchange makes. However in demutualised
setup the whole dynamics is opposite. Owners would put
all out efforts to make the exchange profitable as in any
corporate business enterprise.

Mutualised exchange does not have the opportunity to
tap equity markets for capital, which might limit their
ability to expand as and when the market warrants. They
might have to rax the members for additional funds to
Demutualised
exchanges may raise capital from the market even can list
themselves in the same or other exchange for public
trading of its shares.

cover expenditures or shortfalls.

There are lots of other benefits. Demutualised exchange
will provide a new corporate governance structure that
will be more effective in managing conflicts among
market participants. Management would be more flexible
and quick in decision-making. Brokers will be more
professional and would concentrate in better service and
respurce creation. Market would be expanded through
providing trading rights to thousands of brokers at low
Cost countrywide.

Current members are not getting any dividends out of
the surpluses, if any, being made by the exchange. Their
main income is from brokerage and other market
activities such as merchant banking, issue management,
underwriting ete. In demutulised serup they can sell their
ownership as per the current value of their membership
and still can retain their same trading rights with a very
nominal fees and make same amount of money as they
have been making. Whereas they can take back the huge
amount of membership money in current price and can
use it to expand their market and other useful purposes.

institution  and
and

Demutualisation involves
amendments
regulations. Existing members will sell off ownership to a

consortium of financial houses. If existing members want

process

of many relevant laws, rules

1o discontinue as a broker and want to be among the new
owner, share can be retained. The consortium of owners

will form a governing board complying the need for best

corporate governance. Members receive payment based
on the valuation of the assets of the Exchanges. They can
be a broker and retain right to trade and pay a periodical
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fee to the exchange. New trading license can be issued to
any company/individual meeting professional criteria.
Stock Exchange can list on itself to providing liquidity of
its share,

Demutualisation altogether is not risk free. [t warrants set
of pre-conditions and enabling environment in the
economy. Given the pace of market expansion in our
country and the state of regulations and market dynamics
this is the right time we start the process. And also to
keep the market expansion and advancement going,
particularly when it was started successfully with the
autemation in the market, we need to start the process of
demutualization at the earliest. Through demutualization
we ¢an keep up with the advancement in the region and
eventually with the international trend.

Mr. Chowdhbury, is a Former Minister
for Commerce, GOB & Former President of
South Asian Federation of Exchanges
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Significant Milestones in the Development of
Bangladesh Stock Market

The stock market of Bangladesh was born in the late
1950s with the establishment of the Dhaka Stock
Exchange (DSE). In the early years, the market was
characterised by a handful of listed companies, narrow
shareholding base, and thin trading acrivity. Large
manufacturing companies in the private sector met their
capital needs mainly from banks and retained earnings. In
certain sectors, like the jute industry, new entrepreneurs
received EEnerous
support the
government in the form

from

of land, machinery and
subsidised finance

under an innovative

scheme  aimed  at

jumpstarting the
manufacturing base of

Our country.

The government of the day formed the Investment
Corporation of Pakistan (later Investment Corporation of
Bangladesh) with the aim of encouraging greater public
participation in the stock market through mutual funds
and investors' accounts. From the issuers’ point of view,
ICP was the first institutional investor and investment
bank, offering bridge finance and underwriting.

Primary market activity was overseen, not to any great
extent, by a government department under the ministry
of finance, archaically named the Controller of Capital
Issues, an institution which had little concept of investor
protection and disclosure needs. Secondary market
activity was the under the purview of the Dhaka Stock
Exchange, basically playing the role of a self regulating
authority.

However, development activity in the fledgling market
was put on hold following the independence of
Bangladesh. As a result of whole-scale nationalisation of

private manufacturing industry, banks and
financial institutions, large-scale private sector

— Prof. Imran Rabman *

activity ground down to a halt and the stock market
entered a period of dormancy.

The thaw started in the late nineteen seventies, with
greater focus being put on private enterprise, albeit in a
limited way. Some nationalised industries were returned
to owners, or privatised, and licences were issued for
private banks. The stock market started waking up. In the
late 1980s, some good companies (such as Beximco
Pharmaceutical and Apex Tannery) floated shares and
bonds.

At that time, regulations governing primary market
activity were somewhat skerchy, with cursory oversight
by the Controller of Capital Issues. In many case, issuing
companies carried out most of the requirements and
tasks leading up to floating shares. The quality of
disclosure was not effectively monitored by any credible
third party. Investment banking functions and
distribution of new issues were carried out by the lone
ICB, a handful of financial institutions, but mainly by the
large brokerage houses of Dhaka Stock Exchange. The
distribution base of new issues continued te be narrow,
and a conservative approach ruled the pricing of new
shares, a situation which persists to this day. The stock
market appeared set to follow a slow but steady growth

in activity.

Then in 1993, the Bangladesh market was "discovered"
by some foreign brokerage houses based out of the Far-
East (Smith New Court Hong Kong being one). Against
the backdrop of high market valuations globally, the
shares of a few DSE companies (large local corporates
like Beximco and Apex and some MNCs) were on offer at
bargain prices. The foreign brokers managed to persuade
some fund managers, who had a taste for exotic and risky
Asian stock, to include some of these stocks in their
portfolio. This was a tur ning point in our market.

Soon other foreign brokers and funds followed. In the
scramble for shares, good judgment went out of the
door. Foreign investors started picking up whatever was
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- available. Local investors shook off their lethargy, and In such a vibrant market, DSE was not in a mood to pay
spurred by the avid apperite of foreign investors, started much heed to the new ideas coming out of SEC --
buying with new vigour. The spurt of activity drove transparency of transactions, investor protection,
valuations and PE ratios up and soon rthe market ran responsibilities of a self regulatory organisation. Perhaps
short of shares. with the intention of bringing DSE into line, the

government supported the formation of a new stock
Taking advantage of the unmet demand for shares, new exchange in Chittagong. The idea was to introduce

companies came to the market, many with little or no competition in the stock market and to allow local

track record. Existing companies used the opportunity to Chittagong companies to raise capital through a home-
make seasoned issues. The period from 1993 to 1995 saw

a spurt of primary issues, a substantial chunk of which

win hange.
grown exchang .

were placed with foreign investors, with the balance  The year 1996 will
being offered to local investors though public offerings. be remembered as
a watershed in our

. . v . : 1
At the peak of this international interest in Bangladesh's stoick:  matker's

stock market, an investors' conference was organised by
Euromoney in January 1995. This was artended by several

history. The

election of a new
international fund managers, brokers, and investment

banks. The government rolled out the red carpet and
highlighted the various incentives that were available for

government after a
year of political
turmoil was

inward portfolio investment. apparently

welcomed by the market, as evidenced by a healthy jump
in the market index. But the index kept on rising -
exponentially. So did trading activity. DSE's manual
"open outcry” trading system failed to cope with this
increased volume and trading activity spilled onto the
streets. One side of Motijheel Road turned in to one lang
kerb market. New investors - professionals, government

However, local investors were somewhart aggrieved at
being offered the remnants of new issues after foreign
investors' appetite had been sated. The authorities
agreed and imposed a one-year lock-in on foreign
investment in primary shares. This move was not
welcomed by the foreign investors who only a month ago

were being wooed by the government at an international .
employees, housewives, students, small businessmen,

traders - flocked to this market, attracted by the money-
making machine called the Dhaka Stock Exchange.

conference. Foreign interest in primary shares waned and
the foreign investors seemed content to sit on their
holdings for the time being. Fortunately, there was

sufficient interest from local investors to keep the Amidst this mad rush of activity, the DSE seemed to lose
primary market ticking. focus on its regulatory responsibilities. The DSE council,
entrusted with the responsibility of regulating the activities
of broker-dealers, was composed of some of DSE's biggest
brokers. There was a surge in proprietary trading. SEC
appeared uncertain as to what action it should take to cool
the market down. To quell price increases of 10 percent
and above a day, SEC imposed circuit breakers. But this
seemed to fuel the fire further. Public notices warning new

investors of the dangers of buying shares in a bull run went

anew law regulating primary market activities through unheeded. The DSE index rose from around 600 points in
the formation of a new entity called a merchant bank.

Around this time, the newly formed Securities and
Exchange Commission was still getting its act together.
T.lle transition from a bureaucratic government
department (CCI) to an independent watchdog body
with a new mandate and powers is rarely a smooth one.
For whatever reason, the relationship between DSE and
its regulator SEC got off on the wrong foor. SEC enacted

June to over 3,600 in October.

Interestingly, there was no significant role in the
regulation for broker-dealers who had so far been And then the inevitable collapse began. But it
carrying out investment banking activities. still took another two months for the market to
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retiirn to the June level. It seemed that some people
“were still buying. New investors who had travelled all the
way from distant town and cities after cashing out their
land and other assets were not going to go away empty
handed, no matter what others were saying about the
market's collapse. Predictably, these newcomers took the
biggest hit. The clever cnes, including the proprietary
traders, baled out long ago. Remember the foreign
investors? Well they quietly offloaded their holdings and

repatriated their winnings,

all quite legally.

After the storm, one
question was on
everyone's lips  "who
engineered the bull run?"
An embarrassed
government  hurriedly
constituted an

investigation into the alleged scam. The report, which
was completed in a surprisingly short time, found
circumstantial evidence of wrong-doings by some brokers
and listed companies, against whom the government
subsequently framed charges. A quick resolution of the
share scam cases would have gone a long way towards
restoring the credibility of the market, the players and
the regulators. Sadly this was not to be. These cases are
still pending today.

The consequences of the 1996 bubble were not all
negative. For one, it focussed the minds of the regulators
on the need for more relevant laws and effective
implementation of the same. The SEC enacted a string of
laws relating to primary issues, secondary market
broker/dealer responsibilities, insider

the

transactions,
trading, and private mutual funds. To avoid
resurgence of kerb trading, all agreed that the trading
capacity of the stock exchanges needed to be significantly
increased. The two exchanges installed computerised

trading systems and a central share depository was set up.

It has taken a while for the public's confidence on the stock
market to return. Thanks to a spate of successful primary
issues over the last couple years, the ghost of 1996 seems to
be almost buried. However, most of these new issues were

not voluntary. They were offered by banks and

insurance companies in line with the terms of
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their operating licence agreements. There have been few
issues made by good quality manufacturing or service
companies.

A possible reason for this could be that issuers are not
being able to sell shares at prices that they desire. New
issue price premiums have to be justified with reference
to net book value and endorsed by a rating agency.
Whatever is the wisdom of such tinkering with valuation,
the end result is that issue costs have gone up, and good
companies seem unwilling to sell their shares cheaply.
Furthermore, when new issues are grossly underpriced,
the temptation to acquire large chunks of primary shares
by dubious means would be great. The recent incident
with the Premier Bank IPO is a case in point.

Today our stock marker has more or less recovered from
the protracted afrer-shocks of the 1996 murmoil. The
regulatars and market participants have quite righrly
focussed their attention on removing supply and demand
side constraints, However, one has to remember that a
stock market is a free market, implying that it is not, and
should not be, wholly controllable. The market's vibrancy
and activity will in the end be determined by the
underlying fundamentals in the economy.

% Mr. Rabman is an Associate Professor, Institute of
Business Administravion, University of Dhaka
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o Pension & Retirement Funds in Bangladesh

— Yawer Sayeed *

Pension and provident fund system in Bangladesh is in (CGA). Functionally, the office is now under the Ministry
force mainly with the civil services and armed forces, of Finance (MoF) since June 30, 2002 and not sovereign,
along with some  other  semi-government and All decisions on pension and provident funds are made
autonomous bodies and SoEs. There are provident fund directly by or in close consultation with MoF, Ministry of
systems in most multinational companies, private andl Defense (MoD) and Ministry of Communication (MoC).
public banks and financial institutions and some large None of the offices decides any policy term as well.
private industrial conglomerates, though pension system Numerous small government offices under various
is not prevalent in the private sector. ministries, divisions and commissions maintain individual
accounts on pensioners, which supply only an estimated
It is estimated that roughly about only 2.5 percent of the  pydget 10 the MoF for payment of pension benefits
entire working age population of around 65 million are gyring the fiscal year prior to the preparation of the
covered under any retirement benefit scheme and that national budget. The CGA office, which collects
the present pension and provident fund system provides  jnformation from 523 civil government offices (excluding
comparatively high benefits in relation military, railway and telephone), is
to generally low wages. At present not in the practice of asking for the
there are about 800,000 pensionable actual number of pensioners to be
government  employees.  The retired in a vear, and hence does
government simply pays pension and not maintain any or prepare a
the commuted portion out of current consolidated figure of the total
revenue as they fall due for payment. number of pension receivers or are
This, however, is not strictly in to be receiving benefits in a year
accordance  with  the  generally Even though the Narional Board
accepted  accounting  principles, of Revenue (NBR) grants approval
which requires that a pension liability to gratity (superannuation) funds
should be recognized during the and provident funds for those to
working life of the respective qualify for tax-exempt status, they
also do not maintain  any

consolidated data on the number of

emplovee and not on retirement.
The pension benefit is a function of
the number of years of service and emplovees under  pension,
salary on retirement, It is not provident fund and  gratuity

schemes or  the accumulated

regarded as a good financial practice .
to defer financial recognition of a current Imbihtv amount of assets of such funds. Respective district offices

might have such an estimate but any central authority

2 ST H i 1 2 ¢ R i
The rules governing the public pension scheme are nOL  qo.e nop ask them for consolidation, thus no ol

consolidated in one document but are scattered in figure havebeen reached in this regard by

various executive orders issued by the Ml]'l!.‘Sl.l‘)-' of Finance the government. Data are not available at the office of the
and the Ministry of Establishment. The Office of the CGA. CGDF or DGRA as 1o how many people retired at
Comptroller and Auditor General (C&AG) is the :

parastatal for pension and other social benefits provided

old age or ceased to be emploved, for invalidity or for
death.

by the government to the public servants, though

approval for pensions comes from the respective ministry The commutation rate appears to be quite on the higher
or division or commission. However, the pension,  side. It would appear that the actual pay and benefits in
provident fund and other social benefits of the civil the public sector in Bangladesh could be

servants are managed by a single wing of the office, the higher than the private sector in reality,
Conrroller General of Accounts However, government pensions are usually not
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revalued or indexed against inflation or any other
parameter. But the financial impact of such a generous
commutation basis effectively increases the pension
benefit to over 95 percent of last drawn salary. Unlike in
developed and welfare states, the government of
Bangladesh does not fund pension liabilities for civil
servants. Pensions are not financed during emplovee's
working career as well. It is paid out of revenue budget,
as it is & PAYG system.

Aggregate amount needed to fund the current
government provident fund obligation at June 2003 was
around $870 million and pension for existing pensioners
was about $325 million.  Accumulated pension obligation
is however much larger, and there is no good estimate
available with CGA or any ather government office as to
what extent this might reach. During the past four years
(2001-04) on average pension benefits were equivalent to
almost 40 percent of the roral salary paid to the public
servants, This is likely to increase over the vears as new
pensioners participate in the scheme, and few exhaust
from the list, since henefits are passed over tw the
immediate heirs after the principal beneficiary dies. An
earlier (Julyv-August 1999) actuarial study of the ADB
estimated that the annual cash autlay for pension and
commured pension would reach to about Tk 22 billion by

2005,

The General Provident Fund (GPF) is a noncontributory
provident fund for only pensionable employees, and an
employvee's minimum rate of contribution depends on
respective income bracket. The government, however,
does not make any contribution in to the scheme, A
Contributory Provident Fund (CPF) is required for all
public servants in non-pensionable employment.

Both CPF and GPF receive interest from the government
(or the emploving agency), generally over or at the rate
of ‘the government savings bonds. All calculations of
contribution and interest are made on the basis of hasic
pay. The return in effect is almost double the actual
average vield in the country's stock market. The interest
rate is also guite high compared to the present rate of
interest on bank FDR. The MoF usually reviews it
annually, but withour any explicit regard to inflation
index. The interest burden gets heavier every year, as it is

compounded. During 2001-02 interest on GPF

was more than 13.6 percent of the gross salary

paid to the public servants. Depuosits are kept

f
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with the Government Treasury, and therefore, there is no
explicit funding of provident fund liabilities, and annual
benefit payments are met regularly from the revenue

budget.

There is no organized social security system for the
private sector in Bangladesh. Private sector companies,
by practice, have no pension obligations to employees.
However, many companies establish, administer, and

manage their own retirement benefit schemes suiting

their own human resources policy. For the private
organizations there is no legal obligation to provide any
retirement benefits for their employees. Setting up a
provident fund arrangement for employees is voluntary;
payment of gratuity benefits is also not mandatory.
However, almost all multinational corporations and some
large reputed local companies, including banks and
financial institutons, have on-going provident funds and
gratuity system. There is no government or privately
managed superannuation funds where an employee can
participate voluntarily at his/her discretion.

Though the affiliates and subsidiaries of multinational
companies (MNCs) offer generous severance pay, it is not
a practice for the local companies. None of the local
corporate bodies has reportedly offered any pension
schemes for employees in Bangladesh so [far. Pension
schemes in the private sector are not prevalent in
Bangladesh. However, only three MNCs do offer pension
benefit to the employees and almosi every MNC has
atrractive funded gratuity schemes, The MNCs usually
apply internationally accepted practice, norms and terms
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and conditions as well as actuarial standards in
determining employee benefits and generally those are
recognized as funded liabilities, as could be gathered
from the published accounts of such listed companies. Tt
can be inferred that the non-listed MNCs also do follow
similar practices.

Provident funds in the private sector are usually
contributory, with equal contribution by employee and
employer. Unlike in public service, it is funded and the
assets were mainly invested in government securities as
is/was required by law and practice. With amendment to
the relevant section of the Trust Act 1882, the trustees of
provident funds can now invest up to 25 percent of assets
in approved capital market ins truments, such as listed
equities and debentures, but it is rarely done, in absence
of requisite expertise as well as risk and responsibility
aversion mentality of the trustees,

Usually such funds
are invested in bank
fixed deposits and
government savings
certificates or
securities and now
to some degree in
privately  placed
debentures and
newly introduced
government bonds.
Employvees
themselves manage
the fund under a sort of management committee or
trustee, and hardly any external entity is engaged to
professionally manage the funds.

Provident fund balances are paid on termination of
service to employees completing specified minimum
number of years of service. There is no provision in the
country's legal system whereby a provident fund account
can be transferred to another enterprise once the
accountholder moves there. Though provident funds are
subject to internal audits, few of the companies appoint
external auditors, as this is not mandatory by any law,
Incidentally, none of those funds are in fact subject by
law to regular independent actuarial valuations.

Unlike government pension, provident fund and gratuity
schemes, the gratuity scheme in some of the sector
corporations and some of the unit enterprises are
reported to be funded. Graruity finance comes from the
corporations' own income, When a company goes into

Iinternational Chamber of Commerce - Bangladesh

liquidation with unfunded retirement benefits, then, not
only do the emplovees lose their jobs bur also lose their
accrued retirement gratuities. But, if the retirement
payments and benefits are financed through an NBR-
approved trust fund and the company goes into
liquidation, then the accrued retirement gratuities are
protected for the employees. However, there are
perceived barriers to financing graruity and pension
schemes through an NBR-approved trust. Getting NBR
approval is usually difficult and obtaining an actuarial
valuation to determine the plan costs is an obstacle. At
present there are only one or two qualified actuaries
resiclent in Bangladesh, while foreign-based actuaries
charge high rates.

The Institute of Chartered Accountants of Bangladesh
(ICAB) has only recently adopted the International
Accounting Standards as far as pension and gratuity
schemes are concerned. Earlier there was no
requirement for employers to make an appropriate
accounting reserve to reflect their emerging liabilities 1o
deferred compensation plans. This enabled companies to
in fact conceal true liabilities. Therefore, there was no
pressure on companies to consider the optimum method
to finance these liabilities and in discovering the taxation
advanrages in funding the arrangements by means of an
NBR approved trust fund.

Adoption of such standards means thar there will be a
need for actuarial valuations of pension or gratuity
arrangements, whether or not they are funded. However,
implementation and compliance to the relevant IAS 19
would still remain a far cry in absence of practicing
professional actuaries in Bangladesh. The county needs
to develop expertise in this particular area on immediate
Provident fund balances are paid on termination of
service to emplovees completing specified minimum
number of years of service. There is no provision in the
country's legal system whereby a provident fund account
can be transferred to another enterprise once the
accountholder moves there. Though provident funds are
subject to internal audits, few of the companies appoint
external auditors, as this is not mandatory by any law.
Incidentally, none of those funds are in fact subject by
law to regular independent actuarial valuations.Unlike
government pension, provident fund and gratuity
schemes, the gratuity scheme in some of the sector
corporations and some of the unit enterprises

are reported o be funded. Gratity finance

comes from the corporations’ own income.
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When a company goes into liguidation with unfunded
retirement benefits, then, not only do the employees lose
their jobs but also lose their accrued retirement
grawities, Bur, if the retirement payments and benefits
are financed through an NBR-approved trust fund and
the company goes into liquidation, then the accrued
retirement gratuities are protected for the employees.
However, there are perceived barriers to financing
gratuity and pension schemes through an NBR-
approved  trust.

Getting NBR approval is usually difficult and obraining an
actuarial valuation to determine the plan costs is an
obstacle. At present there are only one or two qualified
actuaries resident in Bangladesh, while foreign-based
actuaries charge high rates.

The Institute of Chartered Accountants of Bangladesh
(ICAB) has only recently adopted the International
Accounting Standards as far as pension and gratuity
schemes are concerned. Earlier there was no
requirement for employers to make an appropriate
accounting reserve (o reflect their emerging liabilities to
deferred compensation plans. This enabled companies to
in fact conceal true liabilities. Therefore, there was no
pressure on companies to consider the optimum method
to finance these liahilities and in discovering the taxation
advantages in funding the arrangements by means of an
NBR approved trust fund.

Adoprtion of such standards means that there will be a
need for actuarial valuations of pension or gratuity
arrangements, whether or not they are funded. However,
implementation and compliance to the relevant IAS 19
would still remain a far cry in absence of practicing
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professional actuaries in Bangladesh. The county needs
to develop expertise in this particular area on immediate
basis. Otherwise, mere adoption of the standard would
have no practical bearing on the state of affairs.

Earlier, the NBR-
approved trust funds
were required to invest
only in government
securities. Section 20B of
the Trusts (Amendment)

Act, 2000 now allows
private pension and
provident funds  to

invest up to 25 percent
in any security listed o
with the stock exchanges '
of Bangladesh. However,

because the capital market has been sluggish for quite a
number of years since the 1996 crash, the opportunity to
earn higher yields for a trust fund rthrough security
investments has not been attractive.

Many emplovers also do not see the advantage of
financing their liabilities by means of an NBR-approved
trust fund and does not have the required skills to run
such funds professionally. There is only one state-owned
(ICB Asset Management Company) and another private
(AIMS of Bangladesh Ltd) SEC approved asset
management company in Bangladesh. Unfortunately
though, the SEC (Mutual Fund) Rules 2001 does not
qualify any Provident or Pension Fund, established as
Trusts, to Spansor any mutual fund in the country.

* My Sayeed is the Managing Director & CEQ
AIMS of Bangladesh Limited
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Official Name

Capital City
Location

Boundaries

Area

Standard Time

Climate

Rainfall

Humidity

Vegetation
Population
Density
Growth Rate
Mortalily Rate
Literacy Rate
Ethnic Groups

Language

Religion

Food

Principal Crops

- Bangladesh

Bangladesh

The People's Republic of Bangladesh

Dhaka

South Asia, berween 20°34' and 26°38 north
latitude and between 8801 and 9241 east
longitude, consists of fat fertile alluvial land.

North - India (West Bengal and

Meghalaya) West - India (West Bengal), East
- India (Tripura and Assam) and Myanmar,
South - Bay of Bengal

1,47 5710 Sq. KM (Territorial water 12
nautical miles in the high seas measured
friom the base ling).

GMT + 6 Hours

Sub-tropical monscon. Winter (Nov. -
February) temperature - average max. 29°C,
average min. 11°C: Summer (March-June)
temperature - average max. 32°C, average
min. 21°C; Monsoon (July - October)

1194 mm to 3454 mm (average during
monsoon, July - October)

Highest: 99 per cent (July), Lowest: 36 per
cent (December and January)

Grassland, mixed evergreen and evergreen
150 million

765 per Sq. KM

LG7%

62.6 per 1000

4%

Predominantly mixed group of Proto
Austroloids/Dravidians, Maongoloids and Aryans

95 per cent Bangla and 5 percent other dialects.
English is widely spoken and understood.
Muslim (88.3%), Hindu (10.5%), Buddhist
(0.6%), Christian (0.3%) and others (0.3%)

Rice, Vegetables, Pulse, Fish and Meat
Rice, Wheat, Jute, Tea, Tobacco,

Sugarcane, Pulses, Oilseecls,
Spices, Potatoes, Mango
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Principal Rivers

Mineral Resowrces

Human Resouerces

Form of Government

Principal Indusiries

Principal Exports

Principal Impoits

Housebolds

Divisions
Districts
Thana

Unions Words
Villages

Intl, Aivports

Domestic Airporis

Vegetables, Banana, Coconut and
Jackfruit.

Padma. Buriganga, Brahmaputra, Jamuna,
Meghna, Karnaphuli, Shetalakha, Teesta,
ete. Total 230 rivers including tributaries.

Natural gas, lime stone, hard rock, coal,
lignite, silica sand, white clay, radio active
sand, ete. (There is immense possibility for
oil deposit).

A substantial manpower reserve | truined
and skilled engineers, technicians,
physicians, economists, dccountants,
administrative and managerial personnel,
abundance of low cost, easily trainable and
adaprable, hard working, intelligent and
vouthful labour foree,

The country has a Parliamentary Form of
Government headed by the Prime Minister.
The Presicent is the constitutional head of
the country,

Jute, tea, textiles, garments, paper,
newsprint, fertilizer, leather and
leathergoods, sugar, cement, fish p
rocessing, pharmaceuticals, chemical
indlustries, raw jute, jute manufacturers
(hessian sacking carpet hacking, carpets).
frozen shrimps, other fish products,
newsprint, paper, naptha, fumace oil, urea
and ceramic products,

Readvmade garmens, frozen food and
shrimp, tea, raw jute, jute prochucts, leather
and leather products, chemical, fertilizer,
ceamic tableware, etc.

Wheat, oil, seeds, crude petroleum, raw
cotton, edible oil, petroleum products,
fertilizer, cement, staple fibers, yarry, iron
and steel, capital goods, etc,

1.47 85,048

6

b4

495 (7

4472

53650

Zia International Airport, Dhaka,
Chittagong Shah Amanat [nternational

Airport, Chittagong and Osmani
International Airport, Sylher.

Dhaka, Chittagong, Svlhet, Cox's
Bazar, Thakurgaon, Syedpur,
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Rajshahi, Rajshahi,
Jessore and Barisal,

Sea Ports Chittagong and Mongla

Inland River Ports  Dhaka, Chandpur, Barisal, Khulna,
Bhairab, Narayanganj and Sirajganj

Television Stations  Dhaka, Chittagong

TV Sub-Stations Svlhet, Khulna, Natore, Mymensingh,

Rangpur, Noakhali, Brahmanbaria
and Saidpur,

Radio Stations Dhaka, Chittagong, Rajshahi, Khulna,
Rangpur, Sylher, Rangamati,
Comilla and Thakurgaon.

Sources : 1. CIA The World Factbook
2. Bangladesh Economic Review
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Major Economic Indicators

FY 02 FY 03 FY 04 FY05*
National Accounits
GDP (in Billion Tk) 2732.0 3005.8 3329.7 3684.8
GDP (in billion US$) 47.57 51.90 54.75 60.47
Growth Rate (%) 4.4 53 6.3 5.4
Per Capita GDP (US$) 361.0 389.0 418 445
GDI (% of GDF) 232 234 240 24.4
GDS (% of GDP) 18.2 18.6 19.5 20.1
GNS (% of GDP) 254 2490 254 265
Inflation (annual average) 3.6 5.0 5.6 7.4
Major Sectoral Contribution to GDP
Agriculture 24 235 232.1 211
Sectoral Growth (%) 0.0 31 4.1 0.3
Industry 265 259 26.6 27.4
Sectoral Growth (%) 6.5 7.3 7.6 8.6
Service 48.7 48.8 47.2 47.8
Sectoral Growth (%) 5.4 3.4 57 6.6
Fiscal Operations (% of GDP)
Revenue Earnings 10.1 104 9.8 10.1
Revenue Expenditures 15.0 13.8 129 12.8
Budget Deficit -4.8 -3.5 3.2 2.7
ADP 59 5.6 S0 37
Balance of Paymenis
Export (f.o.b.) 5929 6492 7521 8373
Import (F.ob.) -T697 8707 9840 -11870
Trade Balance (deficit) -1768 2215 -2319 -3297
Remittance 2501 3062 3372 3848
Current A/C Balance 157 176 176 -518
FDI 391 376 385 540
Overall Balance 408 815 171 161
Gross Forex Reserve 1583 2470 2705 3024
Average Exchange Rate (Tk/US$) 57.42 57.90 60.43 63.70
Monetary & Credit Development (in billion Taka; end June)
Net Foreign Assets 95.9 140.9 163.3 1923
Growth (%) 28.2 469 15.9 17.75
Net Domestic Assers 890.2 999.0 1134 .4 1323 3
Growth (%) 11.7 12.2 13.6 16.65
Domestic Credit 1014 1097.2 12555 1472.5
Growth (%) 12.9 8.2 14.4 17.3
Broad Money 986.1 1139.9 1297.7 1515.6
Growth (%) 13.1 15.6 13.8 16.7
Resgrve Money 2353 243.1 262.6 2998
Growth (%) 243 33 8.0 14.2
Time Depasit 744.6 8725 992.7 1160.4
Growth (%) 14.9 172 13.8 169
Capital Market Development
Listed Securities in DSE 257 260 267 259
Market Cap. (billion Tk) 647 72.2 141.9 2124
Turnover (billion Tk} 349 30.6 24.8 74.8

Notes: * FY 05 dara on National Account, Sectoral Contribution and fiscal Operations estimated
Sources: 1. CIA The World Factbook

2, Bangladesh Economic Review

3. Bangladesh Bank Quarterly: April-June 2005
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ICC Bangladesh Presidency

Mahbubur Rahman
President, ICC Bangladesh
Chairman & CEQ, FTBL Holdings Limited

ETBL Holdings and its affiliates arc active in banking, insurance, housing and financing
companies, newspaper, international trading, investments, stocks and securities,
warehousing, cold storage and specialised construction in marine and infrastructure
building.

Former President of Federation of Bangladesh Chambers of Commerce and Industry
(FBCCI) and The Dhaka Chamber of Commerce and Industry (DCCI), Former Vice
President of SAARC Chamber of Commerce and Industry (SCCI) and Islamic Chamber of
Commerce and Industry (ICCI) of OIC countries. Former Member of ICC Executive
Board, Paris.

Latifur Rahman
Vice Prestdent, ICC Bangladesh
Chetrman & CEQ, Transcom Growp

Transcom Group includes Transcom Beverage (sole Pepsi Franchise), Transcom Foods
(sole Franchise of Pizza Hut & KFC), Transcom Electronics {licensed manufacturer of
Philips products and sole distriburors for Philips, Whirlpool & Changhong), Eskayef
Bangladesh (Pharmaceuticals Manufacturer), leading distribution network for
Pharmaceuticals and Consumer brands e, L'Oreal, Maybelline, Garnier, Frito-lay &
Heinz. Leading Newspaper Group (The Prothom Alo & The Daily Star), major
stake-holders in Insurance and Tea Industries.

Former President of Metwopolitan Chamber of Commerce and Industry (MCCI), Dhaka
and Bangladesh Employers’ Federation.

Samson H. Chowdhury
Vice President, ICC Bangladesh
Chatrman, Square Group

Square Group of Companies includes Square Pharmaceuticals, Square Herbal Products,
Square Toiletries, Square Textiles, Square Spinning, Square Fabrics, Square Fashions,
Square Agro, Square InformatiX, Square Hospitals, Square Health Products, Square
Consumer Products, Pharma Packages, Astras Limited, Barnali Printers Ltdl., Aegis Services

and Square Securities Management.

Chairman, Central Depository Bangladesh Ltd. (CDBL), President, Bangladesh Association
of Publicly Listed Companies, Chairman, Transparency International, Bangladesh Chapter
(TIB), Former President of Metropolitan Chamber of Commerce and Industry, Dhaka. He
is also associared with 2 number of trade promotion as well as social organisations,
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‘The Executive Board : ICC Bangladesh

President

Vice Presidents

Members

Mahbubur Rahman
Chairman & CEO
ETBL Holdings Limited

Latifur Rahman
Chairman & Managing Director

Samson H. Chowdhury
Chairman

A. 8. M. Quasem
Chairman & CEOQ

Aftab ul Islam
President & CEQ

Kutubuddin Ahmed
Former President, BGMEA &
Chairman

Mahbub Jamil
President

M. Aminuzzaman
Managing Director

Mamun Rashid
Chief Executive Officer

Suvastu Tower (9th Floor)
49/1, Panthapath, Dhaka - 1205
Tel.: 8622583-4, 8621916

Fax: 8621917

E-mail: etbléc@bdmail.net

Transcom Limited

Gulshan Tower (11th Floor), Plot No. 31

Road No. 53, Gulshan North C/A, Dhaka - 1212
Tel.: 8818327-30, 8814662, 8318331

Fax: 9887370, 8823378

E-mail: transgrp(@ citechco.net

Square Pharmaceuticals Limited
48, Mohakhali C/A, Dhaka-1212
Tel.: 8827729-38, 8817729-38
Fax: 8828608, 8828609

E-mail: square(@bangla. net

Newage Garments Limited

42/1 Indira Road, Dhaka-1208

Tel.: 8112704, 8116951, 9115032

Fax: 8113518

E-mail: chairman (@ newage-group.com

IOE (Bangladesh) Limited

54, Dilkusha C/A (4th Floor), Dhaka-1000
Tel.: 9553317, 9559782, 9555403

Fax : 9504379

E-mail: ine(@bdonline.com

Envoy Garments Limited

400-B, Khilgaon Chowdhury Para Dhaka-1219
Tel.: 7214908, 7214437, 7211228

Fax: 7217401, 7214193

E-mail: envoygrp@’bangla.net

Foreign Investors' Chamber of Commerce & Industry
7, Gulshan Avenue, Gulshan-1, Dhaka-1212

Tel.: 9892913, 9893049

Fax: 9893058

E-mail: ficcif@bangla.net

National Bank Limited

18, Dilkusha C/A, Dhaka-1000
Tel.: 936G3081-3, 9561201

Fax: 9563953, 9534314
E-mail: nblho®@ citechco.net

Citibank N.A.

109, Gulshan Avenue, Dhaka-1212
Tel.: 8855139-41, 8850321

Fax: 8330479

E-mail: mamun.rashid @citicorp.com
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Rokanuddin Mahmud, Bar-at-Law
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President

Syed Manzur Elahi
Chairman
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Managing Director

Berger Paints Bangladesh Limited
Berger House, House No. 8, Road No. 2
Secror-3, Uttara Model Town, Dhaka
Tel.: 8933665, 8917238

Fax: 8951350

E-mail: info@bergerbd.com

The Federation of Bangladesh Chambers of
Commerce & Industry (FBCCI)

60, Motijheel C/A, Dhaka-1000

Tel.: 95605889, 9560102-3

Fax: 7176030

E-mail : fbeciteebol-online.com

Green Delta Insurance Company Lidl.
2, Dilkushan C/A, Dhaka-1000

Tel.: 9560003, 9557760-2

Fax: 9562345

E-mail: green1{e’bangla.net

Bengal Fine Ceramics Limited
52/1, New Eskaton, Dhaka-1000
Tel.: 9345174, 9343948, 9356085
Fax: 8314933

E-mail: bfclt@dbn-bd.net

Rokanuddin Mahmud and Associates

Walsow Tower

21-23, Kazi Nazrul Islam Avenue, Dhaka - 1000
Tel.: 8620078, 8625350, 9550479

E-mail: rumahmud(e@bdonline.com

Chittagong Chamber of Commerce & Industry (CCCI)
Chamber House, Agrabad C/A

Chittagong

Tel.: 713366-9, 711356

Fax: 710183

E-mail: cccit@ globalctg.net

Bangladesh Association of Banks (BAB)
Igbal Centre (12th Floor)

42, Kemal Ataturk Avenue

Banani C/A, Dhaka-1213

Tel.: 8851015

Fax: 8851015

E-mail: babic@citechco.net

BOC Bangladesh Limited

285, Tejgaon I/A, Dhaka-1208

Tel.: 8823972, 8821240-5

Fax: 8823771, 8820841

E-mail; shibly(@bocbangladesh.com
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® Securities and Exchange Board of India

®  Securities and Exchange Commission of Pakistan

& Bombay Stock Exchange Ltd.

® Bursa Malaysia Berhad

& Chirtagong Stock Exchange Lid.

® Dhazka Stock Exchange Ltd.

® Karachi Stock Exchange (Guarantee) Lid,

@ Korea Exchange Lid.

@ NASDAQ Stock Market

® The Nepal Stock Exchange Lrd.

@ Roval Securities Exchange of Bhutan Ltd.

® Singapore Exchange Ltd.

® Stdck Exchange of Thailand Lid.

® Tokyo Stock Exchange Inc.

° The International Securities Consultancy Ltd,, Hong Kong

® Citibank N.A., Bangladesh

] The Dhaka Chamber of Commerce and Industry

® Metropolitan Chamber of Commerce and Industry, Dhaka
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upper class

&, BOC

BOC Bangladesh Limited

S

Dutch-Bangla Bank Limited

Yous TrusTen Panre

Supporters

L L) ARAR BANGLADESH
BANK] gANK LIMITED

BEMGAL FINE
CERANICS LIMITED

BERGER

Trusted Worldwide
|
|
L
Enstern Bunk Limited

P ASTLAD INSLURANCE
I CoMPANY LIMITED

IDLC

A MuBlprocuct Financial Instimtion

Mamaphiol Fertlizer Company Limited

| ; Green Delta Insurance
Company Ltd.

/}"\
~=_~-— MUTUAL TRUST
BANK LIMITED

75| SQUARE

%
l?“‘\ PHARMACEUTICALS LTD,
Le—=" BEANGLADESH

|- TRANSCOM

F!’
a’ National Bank Limited

\

Navana Limited

@ Pragati Insurance
Limited

RELIANCE
INSURAMNCE
LIMITED

na xa The City Bank Limited
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And The
journey
Continues

Small steps to touch lives

At least that is how it
started off; and before
we realized we ended
up touching lives in
bigger ways than we
had ever dreamed to.

The first steps were
through construction.
With highways,
bridges, roads and
factories we thought
we were paying our

dues to the

ﬂ country. That
m is when the

craving for
touching more

lives began.
Then came the brands
that are now

symonymous to the
category. Today, ice-
cream means lgloo and
soft drink means Coca-
Cola. We had become
a much bigger part of

the lives of people than we thought possible.

With success comes more responsibilities. The AML foundation is our tribute to
the society. With schools, mosques and rehabilition programs this is just one
more step to touch lives.

Member
Dhaka Stock Exchange Ltd




The disabled member of a family is not a hurden |
but an asset to the society

Upholding the poverty alleviation programme
of Bangladesh Government |

Agrani Bank extends
financial service to the disabled people
for their social and economic self-reliance.

Any disabled person having
intellectual and entrepreneurial
ability can avail loan without
collateral security for income
generating business either
individually or jointly with any
of his/her able family member.

Please, contact your nearest
Agrani Bank branch to avail
this special credit facility.

For information, please contact
Agrani Bank Zonal Offices,
Circle offices or Head Office.

@ Agrani Bank

SME & MICRO CREDIT DIVISION
HEAD OFFICE, AL AMIN CENTER, 7TH FLOOR
25/A DILKUSHA C/A, DHAKA-1000
PHONE : 9570319 FAX: 9570320




Small & Medium Enterprise

In all 64 districts
with 3 0 0 unit offices

financing 2 0 , 0 0 0 entrepreneurs with

.750,00,00,000

( Seven hundred fifty crore Taka)

Leading the wind of change in SME banking

P BRAC BANK
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Surprise Her!

LR LR A L T R AL TAERTTR R

U

It's time to do a few things you really wanted to.

Introducing "Any Purpose Loan" from Dhaka Bank
Limited. Now you can get loan up to Tk. 500,000%
to spend it any way you choose to. Just walk into
any of our branches and walk out loaded.

D

[
| *Conditions apply E s
www . dhakabankltd.com




o ]
My order book is filling up rapidly,
d | | need more machines and material, now! |
\ ¥ |
¥ = e !
Lightweight, heawyweight, indige-dyed, fine brushed,
stonewashed or printed denims produced here.

1 .Machines made here make
light work of bulk orders.

Building a brand? |
| Legos and labels manufactured here.|

18 Micron Superfine Merino wool, ’
for those discerning buyers.

the late or
ines, ou i ution and
more places we can do it quickly,

t www.dhl.com.bd

utsche Post 'QF World Net

8 5 57 IRANCE
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THE MOST TRUSTED AND
RELIABLE INSTITUTIONS IN THE
CAPITAL MARKET OF BANGLADESH

ICB (Holding Company)

ICB HAS A WIDE RANGE OF PRODUCTS AND MULTI DIMENSIONAL
PROGRAMME FOR RAPID INDUSTRIALISATION AND DEVELOPMENT OF
CAPITAL MARKET IN BANGLADESH

LEASE FINANCING

LOAN FOR INVESTMENT SHARES/OTHER SECURITIES
INVESTMENT COUNSELING

ADVANCE AGAINST UNIT AND MUTUAL FUND CERTIFICATES
BANKER TO THE ISSUE

TO DISCHARGE RESPONSIBILITIES AS TRUSTEE
COMPUTER TRAINING PROGRAMMED

TO PROVIDE BANK GUARANTEE

TO ACT AS TRUSTEE TO SECURITISATION / ISSUE OF BOND
EQUITY PARTICIPATION

NODAL DFI SOUTH ASIAN DEVELOPMENT FUND

| o o O

ICB's Subsidiary Companies

A ICB CAPITAL MANAGEMENT LTD.
Merchant Banking Business Including Underwriting,
Issue Management And Portfolio Management Of
Securities And Project Feasibility Study.

4 ICB ASSET MANAGEMENT COMPANY LTD.
Flotation And Operation Of Mutual Funds
And Other Investment Funds

4 ICB SECURITIES TRADING COMPANY LTD.
Stock Brokerage

8, Rajuk Avenue, Dhaka-1000
Phone: 9553694, 9563409, 9563410, 9563455 Fax: 880-2-9563313
E-mail: icb@dhaka.agni.com




If you have golden eggs give it the hest care
and ensure its growth

INVEST IN

5 & 10 YEARS (BGTBs)
BANGLADESH GOVT.TREASURY BONDS

Benifits to Customers

Semiannually coupon rate 7.50% for 5 years & 8.50% for 10 years which is
withdrawable at six monthly invervals from the date of issue.

JBL offers selling Bond at discount rate (less than face value i.e.below Tk. 100/-)

JBL provides loan up to 95% of the present value of the
Bonds at 2% higher than the prevalling coupon rate against lien of the instrument

Better rate for selling the same to JBL at any day
Freely tradable in secondary market through JBL
No default risk

Government backed approved securities

For Further information please contact
our Head Office or any of the branches

Risk Free Investment

Guranteed Return = ~ o

una Bank Limited
your partner for growth
www.jamunabankbd.com

Nishu



everyone

but alfew) can make

we help you to be that through our

# Monthly Savings Scheme @ Family Maintenance Deposit & Double Benefit Deposit Scheme @ Special Savings Scheme @ Pension and Family Support Deposit

Mercantile Bank Limited

efficiency is our strength

61 Dilkusha Commercial Area Dhaka 1000 Tel 9559333 Fax 88 02 9561213 Web www.mblbd.com

l“ STEBEe i BT
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Inftarest 6n Depesit
upie 99.75%

National Bank of Pakistan

Incorporated in Pakistan

== A Bank to trust, Always.
= Maximum Reliability, Better Return

Dhaka Branch: 79, Motijheel Commercial Area, Dhaka-1000,
Tel: 9560248-9, 9561171, Fax: 9560247, Telex: 632393 NBP-BJ, E-Mail: nbp@agni.com

Chittagong Branch: 69, Agrabad Commercial Area, Chittagong-4100
Tel: (880-31) 810272, 810292, Fax: (880-31) 810305, E-Mail: nbpctg@colbd.com
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Deposit Scheme <

al attractive rates
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Our HOME MORTGAGE LOAN I Ayails a.b Jior:

Special Features s

# Purchase of houses or apa
# Construction of houses

& Purchase of housing plots
# Purchase of commercial spac

Variable & Compet:twe Interest Rate
Free Property Insurance

Personal Guarantee is not mandatory

= = ) —
v

Loan Takeover Facility

National Housing Finance And Investments Ltd.

Head Office : National Plaza {7“‘ Floor), 1/G Free School Street, Sonargaon Road, Dhaka - 1205
Phene : 967 0612-4, 967 7181-2, 966 9800, 0171 682832-3

Motijheel Office  : Dhaka Chamber Building (4" Hm]r} 65-66, Motijheel C/A, Dhaka - 1000
Phone : 956 7103, 955 0071, 0191 337434

Guishan Office  : Bashati Avenue (4% Floor), House # NW(H}-10, Road No - 53, Gulshan - 2, Dhaka - 1212
Phone : 8818236, 8811652, 011 875860

Chittagong Office : Madina Tower (3" Floor), 805/A, C.D.A. Avenue, Chittageng
Phone : 843 007, 843 009, 0173 102988

E-mail : housing@dbn-bd.net, Web site : www.nationalhousingfinance.com




Adding a

'B' hefore
your RISK.

Yes at NLICL we help you pursue your goals at at BRISK pace.

= Under Ordinary Insurance m Under Istami (Takaful) insurance

- 3/4 payment anticipated endowment policy - Hajj Policy
- Child protection policy - Denmohor Policy
- Children education security plan - 3/4 payment anticipated endowment policy

- Pension Palicy

for low-income people

Munich Reinsurance Company, Germay re-insures NLICL.
Tk. 4436 million of life fund.
Tk. 5161 million of assets.
More than 125,000 people involved.

National Life Insurance Co. Ltd.
‘ b a guarantee for a planned future
Head Office : 79, Motijheel C/A., Dhaka-1000.

Phone : 9560241, 7113653, Fax : 88 02 9560244, E-mail : nlic@bdonline.com
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Get the card that turns you on
Introducing the ONE BANK MasterCard

é"%
LIMITED
.. Make It Yours

Retail Banking Division, Card Services :
45 Dilkusha C/A, Dhaka -1000, Bangladesh
Phone (PABX): 9564249, Fax: 88 02 9564870
E-mail: cards@onebankbd.com
Website: www.onebankbd.com




Look at the picture... |
One umbrella is more colorful & distinct than others.

"service first" made us distinct and
"all financial services under one umbrella" made us colorful.

| | The PremierBar:k Limited \\%
D1 Premier Banl&:\

Emal info@premie Fervices rirsi
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The bank
with

a global
Identity

India’s iargest commercial bank operating since 1806
2
Operating in Bangladesh since 1975

&
Best Banking facilities & Personalized service

@
Global Presence Laced with Neighbourhood convenience

State Bank of India

(2D T o ST

Chittagong Branch Dhaka Branch Sylhet Branch
CSE Building 24-25, Dilkusha C/A Rose View Complex
1080 Sheikn Mujib Road Motijheel, Dhaka- 1000 (2nd Floor)
Agrabad C/A, Chittagong-4100 Tel: (880-2) 955371, 9554251 Dhaka Sylhet Road
Tel: (880-31) 814491, 814493 Telex:642446SBI B Shahjalal Upashahar
Fax: (880-31) 814492 Fax: (880-2) 9563991 Sylhet
Email: shictg @banol.net Email: shibd@bangla.net

SWIFT: SBINBDDH
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The Merchants Lid.
Since 1983
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Our Strength:
People
Research & Development

The World Calss Packaging '
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