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BB bailout unlikely to perk up 
bourse: experts 

 
Read more on b3 

Ahsan Habib 

.................................................................. 

Boosting stocks by providing an incentive of making loans available is not a 
sustainable way for reviving investors’ confidence, rather, it might lead to the 
creation of further risks for the banking sector, said experts on the matter. 

On Monday, Bangladesh Bank announced a special package, saying each bank will 
be allowed to form a Tk 200 crore fund by taking financial support from it in order to 
invest in the stock market. 

The lenders will avail the central bank funds for a five-year period at 5 per cent 
interest through repurchase agreements (repo) against treasury bills and bonds they 
own. 

However, specialists believe that investing into stocks on taking loans was a risky 
move. Moreover, the way the loan would be recorded in the banks’ books was 
concerning. 

Salehuddin Ahmed, a former Bangladesh Bank governor, said the banks were 
already in a lot of problems and adding the stock market issue on top of it would 
worsen the situation. 
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Bangladesh Bank should have kept in mind that banks deal money of ordinary 
citizens, not their own, and ordinary citizens want safeguarding of their money, he 
said, adding that investing in the stock market was not a safe move. 

Giving incentives on an ad-hoc basis will not help prop up stocks for the long run as 
the stock market’s problems lie elsewhere, he added. 

Solutions must be provided for the problems, such as the presence of a low number 
of stocks having good performance records and the rampant insider trading and 
gambling, said Ahmed. 

The stock market, in terms of sustainability, will not be in a good position until 
fundamental changes are brought to it, said Zahid Hussain, former lead economist at 
the World Bank’s Dhaka office. 

Companies having good performance records still do not want to come to the stock 
market while investors cannot differentiate between good and bad companies as 
they do not have trust on balance sheets being true, he said. 

FROM PAGE B4 

Companies having good performance records still do not want to come to the stock 
market while investors cannot differentiate between good and bad companies as 
they do not have trust on balance sheets being true, he said. 

Moreover, the Bangladesh Securities and Exchange Commission (BSEC) “cannot 
run as per its wishes”, Hossain pointed out. 

Only manipulators have confidence in this market and this scenario should be 
changed, said Hossain. 

The economist said there was a cost to managing the fund and apart from this there 
was an interest to be paid. On the other hand, there was no certainty of making a 
profit from the stock market. 

“So if I was a banker, I might not take the risk.” 

Responding to a question, he said the banks earlier went through some bad 
experiences with the stock market, so none but aggressive banks might finally avail 
the central bank loans. 

Faruq Ahmed Siddiqi, a former BSEC chairman, said he personally did not believe in 
providing any incentive to revive the stock index. 

“Because, artificial incentives do not turn out to be sustainable, so the capital market 
should run on its own market force.” 

If banks have an appetite to invest in the stock market but suffer from a liquidity 
crisis, such incentive would have a positive impact on the market. 

However, many banks did not invest despite having the money and legal scope, he 
said. 

Investing into the stock market by taking loans is quite a risky move, so it remains to 
be seen whether the banks will take the risk, said Siddiqi, also a former commerce 
secretary. 
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A top official of a listed bank, preferring anonymity, said they have adequate liquidity 
and scope to invest in the stock market. 

“But our main fright is the volatile market scenario and lack of good governance in 
the market.” 

The stock market is not a sure destination for profiting off investments as it may turn 
volatile at any time, so it is a tough decision when it comes to borrowing money to 
invest here, the banker said. 

Another banker said he believes the special BB package would help the stock 
market only in the short term. 

But this might not send out the right kind of message from the overall sense of 
governance, especially the way the BB has proposed keeping records of the whole 
package. 

According to the central bank’s circular, if the price of a Tk 10 stock falls to Tk 4, 
banks can still show it as a Tk 10 asset. This will help banks refrain from keeping Tk 
6 in provisioning. 

“It would be risky for the banks because no provisioning would be required, even if 
the investment gets impaired,” the banker added. 

In this regard, former BSEC chairman Siddiqi said the government should not distort 
any existing law on keeping provisioning to provide an incentive. 

Such a decision may impact the banking sector negatively, for instance, if the banks 
do take the loans but then incur losses, he said. 

A merchant banker pointed out that the BB package was giving banks a benefit of 1 
percentage point, as the banks would be able to borrow money at 5 per cent interest 
rate whereas the repo rate was 6 per cent. 

“Will scheduled banks decide to invest in the risky equity market for attaining just one 
percent benefit?” 

Moreover, once the deposit rate of the banking sector is reduced to 6 per cent as per 
a government directive of December last year, then the repo rate would fall too. 

The government has decided to reduce the bank interest rate to 6 per cent and 9 per 
cent in deposits and lending respectively from upcoming April. 

A stock broker said they were hopeful of a rise in the market due to the central 
bank’s announcement. 

But, the main problems of rampant manipulation, a lack of good governance and 
dearth of stocks having good performance remain. So the government should put 
emphasis on these, he added. 
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Stocks gain on news of special fund 
 Niaz Mahmud 

  Published at 10:29 pm February 11th, 2020 

 
 

Bangladesh Bank on Tuesday issued a circular giving 

permission to all scheduled banks to form a special fund of 

Tk200crore each to invest in the capital market 

DSEX, the key index of Dhaka Stock Exchange (DSE), on Tuesday gained 

1.96% as Bangladesh Bank announced a special fund for banks to provide 

support to the capital market.  

DSEX index gained 85.96 points or 1.96% on the day to end at 4471 points. 

Meanwhile, the daily turnover stood at Tk505 crore, which was Tk340 crore in 

the previous trading session. 

https://www.dhakatribune.com/author/Niaz%20Mahmud
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Bangladesh Bank on Tuesday issued a circular giving permission to all 

scheduled banks to form a special fund of Tk200crore each to invest in the 

capital market.  

The fund can be drawn from the bank’s own resources or borrowing money 

from the central bank through Treasury bill or bond repurchase agreements or 

repos at a 5% interest rate. 

These initiatives have opened up an opportunity to bring a fresh investment of 

Tk12,000 crore from all 60 banks in the country, market operators said.   

EBL Securities in its daily market commentary said that the investors 

perceived the move for the money market regulator positively and spawned a 

massive buy pressure on Tuesday's session, especially in bank, financial 

institutions and telecommunication sectors.  

The pharmaceuticals sector contributed 15.3% of the total turnover while 

engineering, textile and fuel & power sectors contributed 14.2%, 13.1% and 

8% respectively, showed the daily market analysis of UCB Capital 

Management Limited.  

LafargeHolcim Bangladesh secured the leadership position on the top turnover 

chart with a turnover of Tk31.5 crore with its share price closing at Tk47.8 per 

share.  

Prime Bank 1st ICB AMCL Mutual Fund secured the highest gain of 10% 

during the session. Fareast Finance and Investment Ltd turned out the worst 

loser with its price declining by 6.5%.  

Among the traded issues 296 gained, 40 declined and 20 remained unchanged 

during the session in Dhaka bourse. 
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The Business Standard 
12 February 2020 

Stocks surge on central bank’s liquidity 

support 

Indices at both stock exchanges broke the sluggish trail of 12 sessions and jumped to 2 

percent with a near 50 percent spike in market turnover 

 
Photo: Mumit M/TBS 

Stocks jumped on Tuesday, riding on the central bank's announcement of 

providing special support to banks for investing in the ailing capital market. 

Indices at both stock exchanges broke the sluggish trail of 12 sessions and jumped 

to 2 percent with a near 50 percent spike in market turnover.  

The Bangladesh Bank's circular on Monday evening offered each of the scheduled 

banks the scope to build a special fund of up to Tk200 crore with their own 

resources or borrowed money from the central bank at 5 percent interest.  

Significantly, all investments from the special fund will be exempted from the 

banks' capital market exposure calculation till February 2025.   

Thus the central bank has paved the way for a fresh investment of nearly Tk12,000 

crore from five dozen banks in the capital market. 

Investors and analysts have been busy forecasting the impact of the liquidity 

measures, and their success widely depends on bank bosses' confidence in the 

market.  
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Now the million dollar question is whether the banks will avail the facility or will 

stay away from the capital market because of their bitter experience in terms of 

losses over the last decade.  

Talking to a number of people in the financial services industry, The Business 

Standard has come to know that the top management at more than five banks has 

expressed their initial reluctance to avail the offered scheme.  

Interestingly, though, most of them did not deny that they would go through 

assessment reports and proposals from their market analysis teams in the coming 

days.  

The skeptics' argument is banks did not dare avail the previously offered short-

term funding facilities to invest in stocks last year. Are the same banks going to 

feel confident about the same market?  

Sayadur Rahman, managing director of EBL Securities Ltd and a director of EBL 

Investment Ltd – both are capital market subsidiaries of Eastern Bank – said the 

top management and boards must go through the assessment reports from their 

expert teams and that will take a few weeks.  

"Before that, debate or speculation is meaningless," he told The Business 

Standard.  

The market as usual needs time to interpret things. He said, "I am happy to see the 

indices going up today (Tuesday). In 2016, the market took two working days to 

interpret a similar good policy move." 

Sayadur, who is also president of the Bangladesh Merchant Bankers Association, 

believes the policy support will help the capital market with liquidity for a longer 

term.   

However, a brokerage professional at a bank subsidiary expressed his frustration as 

his bank's bosses had not accepted his verbal proposal of opting for the facility.  

He said the bank management is neither confident about the market direction nor 

optimistic about governance practices within the capital market.  

"But I do not know whether they will turn positive in the coming days, especially if 

the market moves higher somehow." 

Most traditional banking bosses and board members lack an understanding of 

market behaviour and a good time to be aggressive in stocks, the market expert 

added, citing the tendency to follow trends instead of going for value investment. 
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Trend followers only look for the desired direction while value investors consider 

the actual worth of securities.  

"I cannot blame them because their experience in the capital market has really been 

bitter for over a decade. In the 2007-2010 period, they had over-equipped our 

teams and now it is an upside down situation," the brokerage executive stated. 

Due to the liquidity crisis, gradually deteriorating fundamentals of majority 

companies, continuous listing of poorly performing companies and weakening 

existing investors amid an absence of fresh blood, the stock market has dropped 

over one-fourth in the last two years.  

In January this year, the major indices suffered another over 10 percent fall. But in 

recent weeks indices have recovered to make the year-to-date return to 0.4 percent 

till Tuesday.  

DSEX, the key benchmark of the Dhaka Stock Exchange, gained 2 percent to close 

at 4,471. Turnover crossed Tk500 crore at the premier bourse, which had been 

Tk340 crore in the previous session.  

Annualised price to earnings ratio of the market is below 12, which has made the 

Bangladeshi capital market one of the cheapest among peers. 
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Securities regulator okays Delta Hospital’s 

IPO bidding 

The company wants to raise Tk50 crore to expand business, repay bank loans and pay 

for IPO processing expenses 

 

The Bangladesh Securities and Exchange Commission on Tuesday allowed Delta 

Hospital Ltd to explore the cut-off price of its shares under the book building 

method of Initial Public Offering (IPO). 

When a company seeks a premium over its face value to go for IPO, institutional 

investors bid for setting a price for them, and general investors buy the shares at 10 

percent lower than the cut-off price. 

The commission said only institutional investors with a minimum of Tk1 crore 

investment in stocks can participate in the bidding. 

The company wants to raise Tk50 crore to expand business, repay bank loans and 

pay for IPO processing expenses. 

The company will utilise Tk31.09 crore to procure equipment, Tk16.66 crore to 

repay bank loans and Tk2.25 crore to meet the IPO expenses. 

According to the company's financial statement of June 30 last year, the company's 

net asset value per share was Tk45.84 after revaluation, and Tk16.62 before 

revaluation. 
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At the same time, its earnings per share was Tk2.10 and weighted average earnings 

per share was Tk1.91. 

Prime Finance Capital Management Ltd is the issue manager and ICB Capital 

Management Ltd is registrar to the issue. 

Delta Hospital was incorporated as a private limited company on June 4, 1987 and 

started commercial business on June 4, 1989. 

The company is engaged in general and cancer medical treatment in the private 

sector of the country. 

It provides a full range of radiation therapy, diagnostic facilities, chemotherapy and 

surgery with consultants, pathologists, surgeons, medical oncologists, radiation 

oncologists and other physicians. 
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