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Current account deficit widens to $1.79b

The country's current account deficit widened further in the first three months of this fiscal year due to
sluggish export earnings and higher import payments.

In the July-September period of 2017-18, the deficit stood at $1.79 billion, which was $539 million in the
surplus in the same period a year earlier, according to the central bank data.

The current account also registered a deficit of $451 million in the first two months of this fiscal year.
Strong import growth coupled with a moderate rise in exports contributed to the current account deficit,
a Bangladesh Bank official told The Daily Star yesterday.

In the quarter, imports rose 28.38 percent year-on-year while exports grew 7.70 percent, both of which
resulted in the further widening of trade deficit.

The current account registered a deficit of $1.48 billion in 2016-17 against a surplus of $4.26 billion a year
earlier.

The government should take up initiatives to increase the export earnings with a view to tackling the large
current account deficits, Khondaker Golam Moazzem, research director of the Centre for Policy Dialogue,
told The Daily Star yesterday.

A moderate growth in inward remittances also left an adverse impact on the current account, he said.



The Bangladeshi diaspora sent home $4.55 billion in the first four months of the current fiscal year, up
6.89 percent from a year earlier.

“The central bank should take more initiatives to prevent hundi for the sake of increasing the remittance,”
he said.

Hundi is an illegal cross-boundary channel for financial transactions.

“The deficit of current account will decrease significantly if hundi can be prevented.”

The trade deficit also widened 133.37 percent year-on-year to $3.65 billion in the three months to
September.

Moazzem said trade deficit is a usual phenomenon for a developing country like Bangladesh.

But higher import payments mainly for food grains and petroleum products pushed up the gap
significantly in the last few months, he said.

The gap has also depreciated the local currency against the US dollar.

The average taka-dollar exchange rate stood at Tk 80.92 yesterday, which was Tk 78.45 a year ago,
according to central bank statistics. Subsequently, at the end of September, the overall balance was $360
million in contrast to $1.79 billion in the negative a year earlier.

Source: http://www.thedailystar.net/business/current-account-deficit-widens-179b-1487884

BB rejects proposals for two new banks

The central bank has turned down proposals for setting up two new commercial banks on the grounds
that the deteriorating financial health of many banks, especially the nine that were last set up, does not
warrant any new addition to the landscape.

The Bangladesh Bank has communicated its decision in September to Finance Minister AMA Muhith, who
had asked the central bank to scrutinise the proposals.

One of the proposed banks is Bengal Bank, initiated by Bengal Group of Industries, a local manufacturer
of plastic products. Morshed Alam, a ruling party lawmaker, is the chairman of the group.

The other bank is Peoples Islami Bank, proposed by MA Kashem, a Chittagong-based businessman.

The financial health of many banks would have deteriorated further had the central bank not extended
different policy support, said the BB letter.

As of December last year, the total default loans in the sector stood at 9.2 percent and the capital
adequacy ratio 10.8 percent of risk-weighted assets. Total stressed advances (defaulted and rescheduled
loans) rose to 17.2 percent, up from 16.1 percent a year earlier.

“The indicators show that the banking sector's asset quality is not at a satisfactory level,” the letter said.

The health of the nine new banks also deteriorated in recent times, with the default loans of one bank
hitting 5.93 percent in March -- alarming for a new bank as the default rate of many of the older banks is
less than 5 percent.

The capital adequacy ratio of four new banks was less than 12 percent in March, which indicated that
their capital base is not as good.

The central bank had set a number of conditions for the new banks when giving them the licences in 2013,
but they failed to implement them.

The BB had asked the fourth-generation banks to disburse at least 5 percent of their total loans as
agriculture credit in a year and spend at least 10 percent of their net profit in the interest of
underprivileged people under their corporate social responsibility programmes.

The new banks were asked to issue initial public offering equivalent to their sponsors' capital within three
years of inception.

Weighed down by poor performance, none of the new banks have fulfilled the conditions, the letter said.
As the financial health of Farmers Bank and NRB Commercial Bank continued to worsen, the BB appointed
observers to the boards in January this year and December last year respectively.


http://www.thedailystar.net/business/current-account-deficit-widens-179b-1487884

The BB faced huge criticism in 2013 when it allowed the nine new banks.

The board of directors of the central bank took a decision in February 2013 that it would not allow any
new bank, according to the BB letter.

Despite the board's decision, Shimanto Bank, owned by BGB Welfare Trust, was given licence last year as
part of the prime minister's commitment to the organisation.

“The country's businesses are expanding. So, setting up of more banks will help the businesses,” Bengal
Group Vice-chairman Md Jashim Uddin told The Daily Star.

He said one or two of the new banks are not doing business in line with expectations, but the other banks
are running their operations properly. At present, there are 57 banks in Bangladesh. Of them, 40 are local
private banks, nine foreign and eight state-owned.

Source: http://www.thedailystar.net/business/bb-rejects-proposals-two-new-banks-1487914

Foreign investment in stocks doubles in Jan-Oct
Foreign investment in stocks doubled year-on-year in the first 10 months of 2017 as overseas investors
continue to show their trust in the market.

Net position of foreign portfolio with the Dhaka FORE'GN FUNDS IN STOCKS

Stock Exchange (DSE) stood at Tk 1,623.43 crore I L ka: O

in January-October, compared to Tk 800.47 i Of taka; Jan-Oct
2016

crore in the same period a year ago.

The steadily growing economy and matured
market behaviour after the demutualisation of
bourses encouraged foreign investors to put
their money in stocks, said a senior executive of
the DSE.

Many foreign individuals and institutions are
now showing interest to invest in Bangladesh's
stockmarket, said M Khairul Hossain, chairman
of Bangladesh Securities and Exchange Buy
Commission, at a seminar in Dhaka recently.

He said the government's continuous efforts to strengthen the stockmarket have made the country a
popular destination for foreign investors.

In the first 10 months, foreign investors bought shares worth Tk 5,346 crore and sold shares of Tk 3,723
crore.

However, a recent move of the central bank made foreign investors cautious along with their local peers.
In October, the Bangladesh Bank took action against overexposed banks, which put pressure on the
market.

The central bank fined seven banks for violating stock rule by way of over-exposure.

The move prompted sales pressure as the overexposed banks also had to get rid of shares to adjust their
investment in line with the regulatory limit.

As a result, foreign investors were careful about injecting funds into stocks. They sold shares to book profit
in October taking their net position into the negative territory.

In fact, both the local and foreign investors booked profit amid the downward market last month, said the
DSE executive.

However, there was no unusual movement in price indices, which reflected the matured behaviour of the
bourse, he said.

In October, overseas investors sold shares worth Tk 396.86 crore and bought shares of Tk 245.13 crore,
creating a negative monthly net investment position of Tk 151.72 crore, DSE data shows.

2017

Sell Net position
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Monthly turnover in the foreign portfolio fell 32 percent to Tk 642 crore in October from Tk 946.55 crore
in the previous month.

Foreign investors will continue to invest more in stocks in the coming days in anticipation of steady
economic growth, according to the DSE official.

Standard Bank executives sued for fund embezzlement

A businessman yesterday filed a complaint against three executives of Standard Bank for allegedly
embezzling Tk 1.18 crore from his three bank accounts.

Igbal Karim Talukdar, owner of Karnaphuli Enterprise, filed the complaint with the court of Chittagong
Metropolitan Session Judge Md Shahe Noor against the bank's managing director, the regional manager
and the CDA Avenue branch manager of Chittagong.

The court ordered the deputy commissioner of the detective branch of the Chittagong Metropolitan Police
to investigate the case and submit a probe report, according to the plaintiff's lawyer Sanowar Ahmed
Lavlu.

No name was mentioned in the case statement except the position, the lawyer said.

Lavlu said Standard Bank officials of Chittagong CDA Avenue branch allegedly embezzled the funds by
forging Talukdar's signatures and documents from February 10, 2010 to February 20, 2012.

“After realising the matter, my client sent a written complaint to the bank seeking explanation. But the
bank has not yet replied,” the lawyer said.

However, the bank denied the allegation saying that Talukdar, who was a client of Standard Bank, filed
false complaint against them. The bank had taken efforts to auction off the mortgaged properties of
Talukdar when he defaulted on a loan, a top official of the bank said.

Source: http://www.thedailystar.net/business/standard-bank-executives-sued-fund-embezzlement-
1487893

Mobile Number Portability: Services to come in six months

The telecom regulator yesterday directed a joint venture to receive the licence to launch mobile number
portability service in six months.

The service will enable people to switch from one mobile operator to another without changing their 11-
digit mobile numbers. Shifting from one mobile operator to another will cost Tk 30 and the service can be
availed once in every three months.

The joint venture formed by Infozillion BD Teletech Consortium Ltd, a Bangladeshi entity, and Teletech
d.o.o, a Slovenian company, was notified about the licence by Bangladesh Telecommunication Regulatory
Commission at a programme.

“Though it is very late but at last we can embrace this modern service, which will help our market become
more mature,” said Shahjahan Mahmood, chairman of the telecom regulator.

It will help bring more competition to the market and enhance service quality, he added.

The joint venture plans to make the service available by mid-March or April and invest around Tk 50 crore.
Infozillion Managing Director Mabroor Hossain said: “We will complete our preparations by February and
then we will go for establishing connectivity with the mobile operators.”

One of the conditions of the notification was that the joint venture has to pay Tk 11.6 crore, including
value added taxes, in fees to get the licence.

Another condition was that within six months of the licence being awarded, the company has to show
that at least 1 percent of the existing customers has availed the service.

Failure to meet the conditions will result in the licence being awarded to another company and a penalty
being slapped on the joint venture, Mahmood said at the ceremony.

BTRC commissioners and Teletech representative Tomislav Gacnik were also present at the event.
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Discussions on MNP started in 2009 and BTRC in June 2013 asked the mobile phone operators to introduce
the service by January 2014. But the operators failed to do so.

The government's move to award the licence was postponed in 2016 amid security concerns as there was
no set precondition in the previous guidelines for the applicants.

Amendments were made in July this year through the introduction of security clearance issues for the
applicants.

BTRC then chose the joint venture through the “beauty contest” method and it got go-ahead from the
Prime Minister's Office.

The number portability service is currently available in some 72 countries. Neighbouring India and
Pakistan introduced it a few years ago. Singapore is the pioneer in this field, providing it since 1997.
Source: http://www.thedailystar.net/business/services-come-six-months-1487887

Mobile Financial Services: Lives changing for better

Between 2000 and 2011, Afzal Hossain had to travel more than 300 kilometres to come to Dhaka from

Rangpur every month to collect money from his wife Taslima Begum, who worked as a domestic help for

a wealthy family in the capital.

Two days would have gone by the time Afzal returned to his village home to look after their house and
schoolgoing daughter.

But when bKash, Bangladesh's first complete mobile financial service provider, was launched in late 2011,

the situation started to change for the better.

For the last five years, Afzal does not require to take the time-consuming journey to and from Dhaka to

receive the money as Taslima sends it within a few minutes just by visiting a bKash agent 200 metres away

from the house of her employer.

Taslima is just one of the growing numbers of mobile financial service users who have benefited
immensely from the service.

Today, people from all walks of life transfer money and make payments via their phones.

The number of active mobile

banking account under MFS

platform grew significantly in

the first nine months of 2017 o MFS ACCOUNTS IN 2017 ROUREELRS
n the back of the government Numbers are in crore
increasingly using the payment
tool in distributing various social
safety net funds.

Mobile banking  accounts
totaled 5.77 crore in September
this year, up 40.73 percent from
December last year.

In contrast, the number of bank
account stood at 8.37 crore as of
March this year, 2.82 percent Jan Feb Mar Apr May Jun Jul Aug Sep
higher from 8.142 crore in

December last year.

MFS accounts have witnessed fast growth as the government is distributing various funds, including old

age allowance, student stipend and those of social safety net programmes, said Shamsuddin Haider Dalim,

head of corporate communications of bKash.
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“The benefits of mobile financial services are not just limited to generating lower transaction costs and
greater convenience,” he said.

It was found that urban migrants who sent money to rural areas using mobile financial services have had
a positive impact on health outcomes and investment in children's education in recipient households,
according to Dalim.

Low literacy level coupled with a fear of technology among a section of MFS users are standing in the way
of realising the full potential of the service. Some MFS customers are dependent on agents to carry out
financial transaction.

Another concern is some unscrupulous people are abusing the platform to make unauthorised
transactions, said Dalim.

bKash, the largest player in the MFS platform, has around 3 crore registered mobile accounts. It has
176,000 agent points across the country where the users can cash in and cash out money from their
accounts.

The daily average transaction under MFS platform hovered between Tk 800 crore and Tk 1,000 crore in
recent months. Monthly transaction stood at Tk 21,549 crore in September this year.

At present, 18 banks are providing mobile financial services.

The government payments through mobile banking channels stood at Tk 503 crore in August and the
merchant payment at Tk 137 crore throughout the month.

The small and medium enterprise segment is actively using the mobile banking account for their small
transactions, said Abul Kashem Md Shirin, managing director of Dutch-Bangla Bank.

He said some banks have retreated from providing mobile banking services as it is not that much
profitable. On the other hand, some banks have continued the service, promoting financial inclusion.
Currently, about Tk 2,500 crore remains deposited in the mobile banking channel, of which 50 percent
belong to people in villages.

Dutch-Bangla Bank holds the second position in the MFS market with 31 percent share, said Shirin.
Currently, the private commercial bank has 1.3 crore MFS accounts with 1.4 lakh agent points.

On Monday, the BB set the highest deposit limit at Tk 3 lakh in mobile banking account to prevent abuse
of the payment tool. Earlier, there was no such limit on deposit.

In January this year, the central bank lowered the ceiling for mobile banking transactions, citing that the
facility is being abused by “some vested quarters”.

According to the new ceiling, a maximum of Tk 15,000 can be deposited into a mobile banking account
each day and Tk 10,000 can be taken out. The previous daily ceiling was Tk 25,000 both for cash-in and
cash-out.

The BB also restricted opening more than one account with a single national identity card.

An accountholder can make deposits twice and withdraw thrice in a day. Previously, the limit for cash-in
was five and for cash-out three.

Each month, a customer can deposit a maximum of Tk 1 lakh, down from Tk 1.50 lakh earlier. The
maximum monthly withdrawal limit is Tk 50,000 through 10 transactions at most.

Previously, the cash-out limit through each agent was Tk 25,000 per transaction. The overall cash-out limit
used to be Tk 1.50 lakh in 10 transactions a month.

According to Shirin, the BB has strengthened monitoring on mobile banking activities by limiting account
holdings and transaction amount, which will reduce the risk of money laundering.

He said the BB restriction on the transaction volume and the number of accounts held by an individual
has temporarily hampered daily transactions.

“But the move will bring transparency in the service in the long run,” he said.

Govt wants little cut in workers’ representation threshold



The government has decided to lower the threshold of workers’ membership for trade union
registration in industries by only three percentage points to 27 per cent as the International Labour
Organisation and European Union suggested reviewing the existing 30 per cent rate.

To meet the recommendation of the international community, the government is working on
modification to some provisions including threshold for taking workers’ consent to launch trade union,
amount of compensation and definition of workers.

According to the labour law, membership of at least 30 per cent of the workers is mandatory for the
registration of a trade union at any establishment.

Trade union leaders and international labour rights advocates termed the provision as one of the
barriers for the workers to form a trade union in Bangladesh’s industry.

International community and trade union leaders proposed lowering the requirements to 10 per cent.
‘We have informed ILO that the government has decided lowering the requisite rate of workers’
representation for trade union registration to 27 per cent from existing 30 per cent as we had sent a
draft of revised labour law to the ILO on August 31 without mentioning the representation requirement
threshold,’ state minister for labour Md Mujibul Haque Chunnu told New Age on Tuesday.

At the 331st session of the ILO governing body meeting held last week in Geneva, the junior minister
verbally conveyed the decision of the government of lowering the representation requirement threshold
to the Committee of Experts on the Application of Conventions and Recommendations of the ILO.
‘Before attending the ILO governing body meeting, the prime minister finalised the decision reducing
the requisite rate of workers’ representation by three per cent for trade union registration in industries,’
Mujibul said.

The high officials of the government and industry insiders said that considering the situation of industry,
the government is determined not to allow more than three trade unions in a unit.

The labour ministry has sent the drafts of the amended labour law and export-processing zones law to
the ILO by August 31 as per the commitment Bangladesh made at the International Labour Conference
held in Geneva in July last year.

The ILO provided special paragraph for Bangladesh in ILC 2016 suggesting amendments to the labour act
to address the issue relating to freedom of association and collective bargaining and allowing labour
organisations in the export processing zones.

It also recommended investigating all acts of anti-union discrimination.

European Union, the biggest trading partner of Bangladesh, warned the country of the suspension of
trade facilities due to failure in addressing the special paragraph provided by the ILO.

The European Commission has warned Bangladesh of the suspension of the Generalised System of
Preferences because of violation of labour rights and freedom of association.

Warning of the suspension of the Generalised System of Preferences, the EU urged Bangladesh to
provide a time bound action plan for amending labour law and EPZ law.

Following the pressure from ILO and EU the government initiated a move for amending the laws in the
month of June this year.

State minister for labour said that during the 331st session of ILO governing body meeting, an informal
sideline meeting was held between Bangladesh delegation and Corinne Vargha, director of International
Labour Standard Department over the draft of BLA and EPZ labour law.

‘We requested the Standard Department of ILO to provide us the views of the office for further
development of the draft amendment of BLA and initial draft of EPZ Labour Act,” Mujibul said.

Source: http://www.newagebd.net/article/27888/govt-wants-little-cut-in-workers-representation-
threshold

ADB voices concern over rising NPLs
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Asian Development Bank has said that the recent rise in non-performing loans in several emerging Asian
economies including Bangladesh is a concern due to potential macro-financial feedback effect and
implications for the region’s financial stability.

Non-performing loans (NPLs) have increased in Bangladesh, China, India, Bangladesh and Indonesia,
among others, and the rise of NPLs needs to be closely monitored, ADB said in the Asian Economic
Integration Report-2017 released on Tuesday.

A large sustained NPL build-up could damage the financial sector and likewise lead to a reduction in
credit supply and slowdown in overall economic activity, the report said.

Multiple studies establish a link between deteriorating macroeconomic conditions and unfavourable
financial conditions, it said.

Despite strong resilience against a weak external environment, vulnerabilities in Asia’s financial systems
should not be underestimated, it said.

While the banking system in the region remains healthy, high leverage and credit growth could increase
some economies’ vulnerability to tightening global financial conditions, it apprehended.
Loan-to-deposit ratios in some Asian countries also remain above 80 per cent and have been rising for
most economies since 2006.

Loan-to-deposit ratio in Bangladesh is also nearly 80 per cent.

A high ratio could imply that a country could run out of liquidity to cover unforeseen funding
requirements, according to the report.

Dependence on external funding is also a concern for the region.

According to the report, the global financial crisis highlighted several challenges including bank
dominated nature of Asian financial systems, role of credit growth and rising private sector debt and
high exposure to foreign currency-dominated debt for the region.

Banks remain the biggest source of corporate financing in emerging Asia.

As of 2016, bank credit was 113.6 per cent of corporate financing in emerging Asia as a percentage of
GDP, far outstripping stock capitalisation at 68.1 per cent and corporate bonds at 21.8 per cent, the
report said.

Source: http://www.newagebd.net/article/27889/adb-voices-concern-over-rising-npls
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International News

JPMorgan sees more Saudi firms looking at overseas listings after Aramco
JPMorgan is in early talks with Saudi Arabian companies about overseas listings, its investment bank chief
said, raising the possibility that more firms could join oil giant Saudi Aramco in seeking an international
flotation.

JPMorgan is among the banks advising Aramco on an international public offering (IPO), sources have told
Reuters.
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Aramco's listing is part of economic reforms being pushed by Crown Prince Mohammed bin Salman, who
wants to make the kingdom less reliant on oil and has been consolidating his power with sweeping arrests
that officials say aim to end corruption.

“If you want these companies to grow, they must have access to international capital markets,” Daniel
Pinto, chief executive of JPMorgan's investment bank, told Reuters about the possibility of other Saudi
international listings.

“Local companies have expressed interest to us. They are at a preliminary stage,” he said in an interview
in Abu Dhabi.

This was the first time an influential banker has said Saudi firms other than Aramco could seek IPOs
overseas.

Source: http://www.thedailystar.net/business/jpmorgan-sees-more-saudi-firms-looking-overseas-
listings-after-aramco-1487872

Apple tax avoidance plan laid bare in leaked documents

Apple shifted much of its offshore wealth from Ireland to a tax haven in the British Isles, according a review
of leaked Paradise Papers documents Monday.

Apple confirmed the move in an online post, saying it served to "ensure that tax obligations and payments
to the US were not reduced."

After the US technology colossus stated publicly in 2013 that it was paying its proper share of taxes, it
moved the bulk of its untaxed overseas cash to Jersey, a British dependency in the Channel Islands, various
media organizations reported based on the once-secret cache of documents known as the Paradise
Papers.

The documents shared with some media outlets by the US-based International Consortium of
Investigative Journalists has exposed tactics the wealthy and powerful have used to avoid taxes.

In its lengthy post, Apple said it moved profits to Jersey while making corporate changes to adapt to Irish
tax laws tightening in 2015.

"Apple's subsidiary, which holds overseas cash, became resident in the UK Crown dependency of Jersey,
specifically to ensure that tax obligations and payments to the US were not reduced," Apple said.

Since then, all of Apple's Irish operations have been conducted through Irish resident companies, paying
a statutory 12.5 percent tax, according to the California-based technology titan.

"Since then, Apple has paid billions of dollars in US tax on the investment income of this subsidiary," Apple
said.

"There was no tax benefit for Apple from this change and, importantly, this did not reduce Apple's tax
payments or tax liability in any country."

Apple's lengthy written response did not specifically address what taxes, if any, were paid on the original
profits channelled to Jersey.

The world's most valuable company noted that it has earmarked $36 billion to cover deferred US taxes.
Prior to 2014, Apple had taken advantage of tax rules to route overseas revenue through Irish subsidiaries
to minimize taxes.

As Apple came under pressure in the US and Europe about what was called the "double Irish" scheme, it
enlisted offshore finance law firm Appleby to find a new place to stash cash out of the reach of tax
collectors, reports said.

Apple settled on Jersey, which had a tax rate of zero for foreign companies. Emails cited in reports
indicated Apple wanted the arrangement kept secret.

In its post, Apple insisted it is the world's biggest taxpayer, paying more than $35 billion in corporate
income taxes during the past three years, plus billions more in taxes on property, payrolls, sales and value-
added tax, or VAT.
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Source: http://www.thedailystar.net/business/apple-tax-avoidance-plan-laid-bare-leaked-documents-
1487857

Trump lambasts trade deal with South Korea

US President Donald Trump on Tuesday demanded a "free, fair, and reciprocal" trade deal with security
ally South Korea, calling their existing agreement "quite unsuccessful and not very good for the United
States" on a visit to Seoul.

Trump has slammed the five-year-old US-Korea free trade agreement (FTA), known as KORUS, as a
"horrible deal" and a "job killer".

He has threatened to pull out of KORUS, which could push the South closer into the economic orbit of
China, already its biggest trading partner.

Washington has initiated talks to revise the agreement, but they show no sign of progress.

"Currently we are looking at ways of improving our economic relationship," Trump said after a meeting
with his South Korean counterpart Moon Jae-In.

"I feel confident we'll be able to reach a free, fair and reciprocal trade deal."

The current agreement "quite frankly has been quite unsuccessful and not very good for the United
States", he said.

Moon said the two leaders reaffirmed that economic cooperation and sustainable trade were an
"important pillar" of their alliance and they had agreed to "expedite talks" on the issue.

The US trade deficit with the South has more than doubled since the pact took effect in 2012, from $13.2
billion in 2011 to $27.6 billion last year, according to US data.

But the American Chamber of Commerce in Korea (AMCHAM), the biggest foreign business group in South
Korea, said in September that it supported the deal, warning withdrawing from the pact will have a
"severe damaging effect on the economy" and lead to a "deterioration" of ties between the allies.
Trump is pushing to cut his nation's trade deficits with a number of countries, but AMCHAM said US
exports to South Korea rose more than 20 percent in the first half of this year.

“It appears that the trade deficit is declining," it said, adding that the automobile sector accounted for 80
percent of the deficit.

Source: http://www.thedailystar.net/business/trump-lambasts-trade-deal-south-korea-1487854
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