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Looking back FY20: A depressing 
year for stock market 
 Niaz Mahmud 

 
File photo: A dejected stock investor looks at share prices on screen as DSE Mehedi 

Hasan/Dhaka Tribune 

The fiscal year 2020 was a complete mess for the stock 

business and a year of disappointment for the stock market 

Capital market passed yet another gloomy year as the core index of the Dhaka 

Stock Exchange (DSE) lost 26.56% year-on-year in FY2020, as stocks never 

encountered this much bad time after its big collapse in 2010-11. 

The fiscal year 2020 was a complete mess for the stock business and a year of 

disappointment for the stock market, as the market index, turnover, and 

fundraising from the market all touched rock bottom. 

The DSEX, the benchmark index of the country’s prime bourse, concluded the 

year, losing 26.56% or 1,432 points to close at 3,989.08 points on Tuesday.   

The DSEX was at 5,421.62 points on June 30, last year.  

https://www.dhakatribune.com/author/Niaz%20Mahmud
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Average turnover stood at Tk381 crore in each session in FY20, which was 

Tk614 crore last year. 

Market capitalization at DSE has shed Tk87,850 crore in the last fiscal year to 

stand at Tk3,11,966 crore. 

Why the downward trend  

The market has been in the doldrums for almost two years amid a host of 

reasons including woes in the banking sector, lack of good governance in the 

capital market, and Grameenphone’s dispute with the Bangladesh 

Telecommunication Regulatory Commission over an audit claim. 

Investors suffered from a lack of confidence for long, while disappointing data 

on major macroeconomic indicators badly dampened investors’ confidence.  

In the final quarter of the concluding fiscal year, the overall market situation 

was gloomy due to the coronavirus pandemic, and poor confidence in trading.  

Apart from a lack of confidence in the regulators, investors grappled with a 

number of issues including rising non-performing loans and liquidity shortage 

in the financial sector. 
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Sell-offs by foreign investors, alongside investors' lack of confidence, also 

dented the market. 

Meanwhile, a drastic fall in the prices of large-cap stocks such as Square 

Pharma, United Power and BATBC contributed to the decline in the outgoing 

year. 

Market analysts and insiders have also attributed the year-long drop in the 

stock market to a confidence crisis. 

Shakil Rizvi, director and former president of Dhaka Stock Exchange has told 

Dhaka Tribune that the market saw a downward trend in the last fiscal year as 

it was a bad year for stakeholders and investors. 

 

"The investors were grappling with the prolonged bearish trend of the market, 

Covid-19 outbreak, liquidity crisis in the country’s financial sector especially 

leasing firms, and Grameenphone’s tussle with the telecom regulator BTRC.”  

Massive reforms of the BSEC 

 

The stock market regulator, the Bangladesh Securities and Exchange 

Commission (BSEC), in July amended a number of security rules on capital 

raising through initial public offerings (IPOs) and quota facility for the general 

investors, targeting to revive the market. 

 

The commission in the same month also increased the existing one-year lock-

in provision for the placement shareholders to a two-year period to boost the 

normal business activities of the capital market and lessen the unfair influence 

of private placement holders. 

 

The stock market regulator also issued a directive to two bourses to put a 50% 

circuit breaker on share prices of newly listed companies for the opening two 

days to prevent their abnormal price movement. 

 

IPO quota facility for the general investors was raised to 50% from existing 

40% under the fixed price method while under the book building method it was 

raised to 40% from 30%, all to build confidence in the market. 

 

 The BSEC decided to allow non-listed firms, bonds and debentures for trading 
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their shares under a new platform called Alternative Trading Board (ATB) and 

Investment Sukuk Rules, 2019. 

Newly appointed Chairman at BSEC Shibli Rubayat Ul Islam, talk ing to Dhaka 

Tribune, said there had been many reform initiatives in the stock market in the 

last few years.  

“I would try to implement those reforms. If these are implemented, the stock 

market would be sustainable for a long time,” he hoped. 

 

He also said, "Our stock market has remained only equity-based. I will focus 

on launching bonds, debentures, Sukuk and alternative investment funds in the 

market". 

Fundraising through IPOs lowest in 11 years 

The concluding fiscal year saw a sharp decline in the issuance of initial public 

offerings (IPOs) to collect fresh funds from the primary market as the amount 

of finance and number of firms making debuts was the lowest in 11 years in 

FY2020. Only three companies and one bond raised Tk333 crore in the 

financial year, in contrast to Tk571 crore raised by 11 companies and two 

mutual funds in FY19. Fundraising through IPO in FY20 was the lowest after 

the financial year 2008-09 when companies had raised only Tk 82 crore. 

The BSEC's slow policy in giving approvals and a downward trend in the 

secondary market were the major factors behind the significant fall in IPOs this 

year. 

A former adviser to a caretaker government AB Mirza Azizul Islam told Dhaka 

Tribune: “The stock market is a great source of funds, but its true potential is 

still untapped”. 

 

“To attract entrepreneurs, the government has to set an example by offloading 

shares of state-owned companies (to the stock market),” he said. 

 

Aziz, also a former BSEC chairman, has added that the stock market regulator, 

stock exchanges, and issue managers also have key roles to play in attracting 

companies to get listed on the bourses. 
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 The Business Standard 
02 July 2020 

Faces of a depressed market 

In the last fiscal year, of the 358 listed tradable securities, Dhaka Stock Exchange 

witnessed only 29 to end in green 
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At the end of fiscal year 2019-20, frustrated investors at the Dhaka Stock 

Exchange (DSE) are looking back to all the deteriorating capital market indicators 

such as stock pricing, arrival of new stocks or market activities. 

Amid the horrible faces of the extremely depressed market, the premier bourse has 

only one good thing to offer – some cheap stocks.  

If there is no further headwind, the attractive price level of a large number of 

stocks might emerge as the ray of hope in coming days, believe experts.   

Pricing  

From the beginning of July 2019 to the end of June 2020, the stock market in 

Dhaka was nothing but a story of fall. 

Of the 358 listed tradable securities, DSE witnessed only 29 to end in green, thanks 

to the devastated investors' confidence, money market imbalance, turbulent 

banking sector and hurdled corporate earnings.  

The market had already been struggling with its own problems even before the 

novel coronavirus broke out in the last half of the just past fiscal year. 

However, following a two-month economic shutdown, including the market 

trading, the key benchmarks at the DSE have lost 25-31 percent over a year.  

Foreigners' sale off, concentrated in blue chip stocks, made the blue chip index 

DS30 the biggest loser.  

Market capitalisation at the DSE fell by nearly 22 percent to Tk3.12 lakh crore to 

worsen the GDP-to-market capitalisation ratio that reflects how underdeveloped 

the capital market is.  

Market activities  

Due to the 66-day shutdown, the market had 203 trading days in the last fiscal year 

while the market was open for 238 days in the previous year.  

The ongoing fall restriction through the imposed floor price mechanism in 

individual stocks further dried the market up. 

At the end of the fiscal year, turnover at the DSE fell by 46.63 percent while the 

number of shares or units traded dropped by 42.4 percent. 

Average daily turnover at the DSE fell below Tk382 crore, from Tk614 crore a 

year ago.   
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The anemic trading activities pushed market intermediaries into a tight situation 

and ignited job losses.  

Capital accumulation  

The primary market was a hotcake till 2018. But following a serious wake-up call 

to stop poor performing businesses from entering the bourses alongside a number 

of allegations of manipulation, the securities regulator turned too conservative to 

approve initial public offerings.  

In 2019-20, the IPO market went so dull that only three companies and a corporate 

bond entered the market to collect less than Tk300 crore.  

The primary market was never so dull since at least the mid-2000s.  

Record low price against earnings  

At the end of June, the DSE posted an average price-to-earnings (PE) ratio of 9.31. 

The ratio was 14.25 even a year ago.  

PE ratio reflects how many years a stock might take to pay back a secondary 

market investor from its annual profit alone. The lower the ratio means the stock is 

believed to be cheaper.  

DSE database since the mid-2000s reveals that stocks at the bourse were never so 

cheap.  

Shakil Rizvi, a director at the DSE, believes such low PE usually attracts investors 

from home and abroad and often triggers a turnaround at some point.  

All the equity analysts are yet to buy the low PE offers as they are still not sure 

how deep the pandemic is biting on the companies' profits.  

They know if profits drop drastically, the same stocks at the same price will 

witness a higher PE ratio.  

The uncertainty coupled with fear amid virtually no inflow of fresh capital seems 

still highlighting the downside.  

Majority of the stocks are not receiving spontaneous buy orders at the existing 

floor price.   

CFA Charter Holder Abdul Muntakim, chief executive officer of merchant bank 

PLFS Investments Ltd, believes that the market has already overreacted in the case 

of a large number of stocks.  
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"The tough situation is impacting company fundamentals for sure, but I feel a large 

number of stocks have already faced a bigger blow in the market compared to what 

they would face in their business ultimately," he added.  

Earnings may drop, dividends may fall in tough days. But a number of companies 

should find their way to comeback, Muntakim believes.  

If a company succeeds to do so and its stock price is too cheap right now, 

investment may prove profitable in future. One must analyse things seriously, said 

the investment professional.  

"The market really lacks fund inflow and we are seriously looking for positive 

developments in this regard," he added. 
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The Business Standard 
02 July 2020 

 
 

Central Counterparty gets 11 directors, 

holds first meeting Thursday 

Of the 11, seven are independent directors and four are shareholder directors 

 
Highlights:  

 In 2012, CSE submitted a proposal for forming CCBL  

 In 2013, both stock exchanges signed an agreement for CCBL 

 In 2016, BSEC (Clearing and Settlement) Rules were finalised 

 The company was incorporated in May 2018 

 It will be managed by 11 directors along with chairman and managing 

director  

 CCBL will settle trading of equities, which will reduce settlement risk and 

time 

 Currently, the settlements are done through the CDBL  

 Stock exchanges will only operate a trading platform to bring together 

buyers and sellers 

 

The Bangladesh Securities and Exchange Commission (BSEC) has recently 

approved the eleven directors of the newly introduced Central Counterparty 

Bangladesh Ltd (CCBL), which will settle the trading of equities with a reduced 

risk and time.  

The company will also ensure trading anonymity and make the settlement 

operations more efficient. It will remove the settlement problems and complexities 

of stock exchanges.  
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Currently, the settlements are done through the Central Depository Bangladesh Ltd 

(CDBL).  

Of the CCBL directors, seven are independent directors and four are shareholder 

directors.  

Md Rakibur Rahman has been appointed as a shareholder director on behalf of the 

Dhaka Stock Exchange, Asif Ibrahim from the Chittagong Stock Exchange, AKM 

Nurul Fazal Bulbul from the CDBL, and Anis A Khan, managing director of 

Mutual Trust Bank, on behalf of banks. 

On January 22 this year, the BSEC appointed seven independent directors of the 

newly introduced company. 

Habibus Samad, ex-managing director of CDBL; Abdus Salam Sikder, BSEC 

commissioner; Tajdiqul Islam, finance director of Sanofi-Aventis Bangladesh; 

Professor Asif Hossain Khan of the University of Dhaka; Mohammad Tareq, 

associate professor of the University of Dhaka; Professor Jamal Uddin of the 

University of Chattogram; and Mostafizur Rahman, ex-director of Bangladesh 

Association of Software and Information Services, have been appointed 

independent directors. 

The first board meeting of the CCBL will be held on Thursday, when one of the 

directors will be elected as chairman of the company. 

The board will then appoint a managing director to manage the operations. The 

entire scenario of the company from its debut will be presented in the board 

meeting. 

Md Rakibur Rahman told The Business Standard, "CCBL's first board meeting 

will be held on Thursday, and we will set the action plan of the company in the 

meeting." 

"Our goal will be to build a robust platform using modern technology. The stock 

market will benefit from the platform. We want the company to move forward 

regarding the clearing and settlement of shares," he added.  

Sources said that there will be no need to close transactions on the day after the 

record date, once the CCBL is established. 

The company will mediate each transaction, and will guarantee the payment of all 

debts. The clearing and settlement of each share transaction will be uninterrupted 

and assured. 

The company will control the activities of beneficiary account opening, 

maintaining and managing of the investors. 
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Besides, it will transfer from investors' shares and money properly. It will ensure 

the control, security and confidentiality of clearing and settlement procedures. 

However, transaction costs may increase.  

The stock exchanges will only operate a trading platform to bring together buyers 

and sellers. 

According to the new rules, 65 percent ownership of the company has been given 

to the stock exchanges – 45 percent ownership to DSE and 20 percent to CSE.  

The remaining 35 percent will be owned by CDBL, various banks and strategic 

investors. 

The authorised capital of the clearing and settlement company will be Tk500 crore 

and the paid-up capital is Tk300 crore.  

In June 2012, the CSE submitted the first proposal to the regulatory body to form a 

separate company for clearing and settlement. Later, DSE also submitted the same 

offer.  

On August 21, 2013, both stock exchanges signed a memorandum of 

understanding to form a separate joint venture company for clearing and 

settlement. 
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The Business Standard 
02 July 2020 

Banks asked to report on progress of fund 

creation for stock investment 

On February 10, the Bangladesh Bank asked banks to form a special fund of Tk200 

crore each to invest in the capital market for the next five years 

 
The securities regulator has asked all listed banks to inform it about the progress 

on forming a special fund for investing in the ailing stock market. 

The Bangladesh Securities and Exchange Commission (BSEC) on June 30 sent a 

letter to the managing directors of banks, seeking progress reports within seven 

working days. 

The banks will have to report to the regulator the status of their investment in 

stocks from February 10 to June 28, 2020, according to the instruction. 

In the letter, the BSEC said the government and the Bangladesh Bank have taken 

significant initiatives to improve the liquidity position, as well as sustainable 

development of the capital market, against the backdrop of the Covid-19 pandemic. 

Sources said 14 banks have already created a combined Tk1,650 crore fund for the 

purpose. The banks have taken approval from their boards but are yet to invest. 

Earlier on February 10, the Bangladesh Bank in a circular asked the banks to form 

a special fund of Tk200 crore each to invest in the capital market for the next five 

years. 

This amount will not be calculated with the regulatory limit of 25 percent of their 

capital. 
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The decision was taken to increase liquidity supply in the stock market through 

banks' investment. 

The banks were also given exemption from maintaining provisioning against the 

investment. 

The initiative has opened up an opportunity to bring fresh investment of Tk12,000 

crore from all 59 banks in the country. The investment opportunity will remain 

open until January 13, 2025. This move comes after the prime minister's 

instruction to take long and short-term measures to boost the stock market. 

As of December last year, banks' individual exposure to the stock market was 11 

percent on average, far lower than the regulatory limit of 25 percent, according to 

the Bangladesh Bank. Banks can build up the fund from their own source or take 

the money from the central bank through repo at 5 percent rate. 

They can lend this money to their subsidiaries, such as merchant banks and 

brokerage houses, at 7 percent interest rate. The tenure of these kinds of loans will 

end on February 9, 2025. Such loans will not be considered with the banks' 

advance deposit ratio. 

The central bank also imposed some conditions about which kind of shares banks 

can invest the money on. 

They are not allowed to purchase shares of their own company with this money. 

They can purchase shares not more than 2 percent of other banks and financial 

institutions and 10 percent of other companies. 

Furthermore, banks cannot purchase more than 10 percent units of a closed-end 

mutual fund and 15 percent of an open-end mutual fund. 

They can invest only in companies and mutual funds which have been making 

profits for the last three years. 

Earlier in September 2019, the central bank offered liquidity support to banks at 

only 6 percent interest to invest in shares. 

In 2010, the banks' overexposure contributed to a boom in price indices in the 

capital market. And the banks were allowed to invest 10 percent of their liabilities. 

Later, the government amended the Bank Company Act in 2013, limiting the 

banks' exposure to 25 percent. 



News Clippings 

 55 

The Business Standard 
02 July 2020 

British American Tobacco’s cigarette sales 

jump by 32% 

The number of smokers in the country are increasing significantly despite health risk 

 
The multinational cigarette company- British American Tobacco Bangladesh 

Company Limited- has posted a 32 percent jump in its cigarette sticks sales in the 

first quarter of the current financial year. 

During that period, the company sold 1,671.2 crore sticks across the country, 

which was 1,263.1 crore at the same time in the previous year. 

An official of the company said, "It is the record growth in sales of cigarettes in the 

last decade." 

"It means that the number of smokers in the country are increasing significantly 

despite health risk," he added. 

In the first quarter's unaudited financial statement – which was disclosed on 

Tuesday evening – the company reported cigarette sales of Tk8,631.89 crore, 

which increased by 33 percent from the same period of the previous year. 

During that period, the company paid the government Tk6,822.04 crore as VAT 

and supplementary duty. 

After paying all kinds of taxes, net sales of the company stood at Tk1,809.85 crore 

in the first quarter of the current financial year. 
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At the same time, the company's net profit increased by 47 percent compared to 

that in the first quarter of the previous year and stood at Tk303.68 crore. Its 

earnings per share were Tk16.87. 

Meanwhile, the company has started cigarette export in the first quarter. They 

exported 68.5 lakh sticks worth Tk73.64 lakh during the period.  

However, export of tobacco leaf has dropped by 20 percent due to a decrease in 

price. 

The British American Tobacco Bangladesh Company Limited gave 400 percent 

cash dividend to its shareholders in the last financial year.  

The company entered the stock market in 1977 and its paid up capital is Tk180 

crore. 

The closing price of British American Tobacco's shares was Tk907.6 on Tuesday 

at the Dhaka Stock Exchange. Its highest price reached Tk1,375 per share within 

the last year.  

Sponsor directors hold 72.91 percent shares of the company while government, 

institutional, foreign and general investors have 0.64 percent, 10.15 percent, 13.74 

and 2.56 percent of the company's shares respectively. 
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