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Walton share rocks in bourses
In each of the first two consecutive sessions, Walton shares gained 50% with rare
interest for selling

Walton Hi-Tech Industries, having its debut in both local bourses on Wednesday, witnessed
no sell enthusiasm even in the second trading session.
The home grown leading electronics and appliance manufacturer issued each of its primary
shares to the public at Tk252 in its widely discussed initial public offering (IPO) this year,
where general investors' subscription were 10 times higher than the actual offer.
Stunning growth and profitability in business coupled with the supply scarcity in floating
shares – less than 1% held by the outsider investors – fueled the demand for Walton stocks in
the bourses since the opening bell on Wednesday.
And the market barely saw any seller asking for any price within allowable range for the two
consecutive sessions. A large number of investors have been putting their bids at the ceiling
price in the hope of some sellers, but a very few of them were entertained with supplies.
The current regulation allows a new share's price to move up by maximum 50% from the
issue price – the price at which the public gets primary shares – on the first two days of
trading and from the third session the limit turns into a regular one – up to 10%.
On Wednesday, Walton Hi-Tech shares closed at Tk378 and the closing price was Tk567 on
Thursday.
During the shares' launching ceremony on Wednesday, Dhaka Stock Exchange (DSE)
Managing Director Kazi Sanaul Hoq said Walton's listing with the capital market is a

48

News Clippings
milestone. Walton will play a guiding role in the u-turn of the capital market from bad to
good.
He expected that Walton would do better than the multinational companies listed on the
country's capital market.
Prior to that, an agreement was signed between Walton and the DSE. SM Ashraful Alam,
managing director of Walton Hi-Tech Industries Limited, and Chief Regulatory Officer
Abdul Latif signed the agreement papers on behalf of their respective organisations.
DSE Chief Financial Officer (CFO) Abdul Matin Patwary, Walton Hi-Tech Chairman SM
Nurul Alam Rezvi, Director SM Mahbubul Alam, Additional Managing Director Golam
Murshed, CFO Abul Bashar Howlader, Deputy Managing Director Nazrul Islam Sarker and
Eva Rezwana, Executive Director Humayun Kabir and Uday Hakim, Company Secretary
Partha Protim Das, AAA Finance Chairman Arif Ahmed, Managing Director Obaydur
Rahman, Prime Bank Investment CFO Khandokar Raihan, Satcom IT Ltd Vice-chairman
Swadesh Ranjan Saha, were present on the occasion.
Meanwhile, the Dhaka office of Chittagong Stock Exchange also rang bells to celebrate
Walton's debut.
Walton Hi-Tech Industries Managing Director and CSE Deputy General Manager Hasnain
Bari along with CSE deputy managers Parveen Akhter, Rahi Iftekhar Reza and Masuda
Begum were present there.
SM Ashraful Alam, managing director of Walton Hi-Tech, said "Walton is marching forward
with a target of becoming a global brand in the international electronics market."
He further said the general investors of the country have joined the advancement of the
journey of Walton family. They are not mere shareholders, but the partner of Walton's future
progress and achievement of its target.
"Therefore, the advice of shareholders will be given importance," he added.
He also assured that Walton maintains transparency in every aspect of its accounts and
financial information and this practice will continue.
Walton collected Tk100 crore from the market to expand its business and repay some bank
loans.
However, analysts believe the company with net asset value per share of Tk243 and annual
profit per share of Tk45.87 came in the market mainly for a price discovery.
AAA Finance was the issue manager of the company and Prime Bank Investments Ltd was
the registrar to the issue.
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Stock market gets yet another shot in the
arm
The Bangladesh Bank cuts interest rate of special fund for capital market investment by
25 basis points to 4.75%

TBS Photo
The Bangladesh Bank has lowered the interest rate for banks to invest in stocks under its
special fund for capital market investment, offering good news to the country's stock market
that has been on a rising trend on the back of low interest rate.
From now, banks can borrow money from the central bank's special fund at 4.75% interest
rate to invest in stocks, down by 25 basis points from the earlier 5%, according to a circular
issued by the central bank on Thursday.
The new development came a day after the stock market saw the approval of the biggest ever
initial public offering (IPO) in its history. Robi Axiata Ltd, the country's second-largest
cellphone operator, has got the securities regulator's approval to collect Tk523.7 crore from
investors through the IPO.
The Bangladesh Bank revised down the interest rate aligning it with the repo rate that has
been cut in the latest monetary policy for the current fiscal year from 5.25% to 4.75%.
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Repo rate is the rate at which the central bank of a country lends money to commercial banks
in the event of any shortfall of funds. Repo rate is used by monetary authorities to control
inflation.
There are scopes for reducing the interest rate for special funds below the repo rate, but the
central bank did not do this as banks already are awash with excess liquidity, said a senior
executive of the Bangladesh Bank.
He said the rate can be reduced further if needed.
In the case of repo, the rate will be variable – meaning the interest rate will go up with
increasing tenure.
Surplus liquidity of the banking sector stood at Tk1.39 trillion as of June this year.
The low-cost fund will speed up bank investment in the stock market, said market insiders.
Shakil Rizvi, shareholder director of the Dhaka Stock Exchange, hailed the central bank's
move to reduce the interest rate as a pro-capital market measure.
"The interest rate cut will make the central bank's special fund more lucrative. This will
encourage banks to make more investment in the stock market borrowing money from the
fund," he said.
Banks have already started to invest in stocks as they are now well-positioned with liquidity,
said Syed Mahbubur Rahman, managing director of Mutual Trust Bank.
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Moreover, the entrance of big IPOs like that of Robi is a positive sign for the market.
Therefore, the reduction in the interest rate will encourage banks to expedite investment, he
said.
He, however, mentioned that there remain confidence issues. "Cheaper funds do not matter
much. There should be a consistency of good policy measures and bringing good companies
to retain bank investments in the market," he added.
Money always flows to the stock market when the interest rate remains low, said Md Arfan
Ali, managing director of Bank Asia. Moreover, the money market has enough surplus
money at this moment, he said.
The goal of lowering the interest rate is to adjust it with the market rate, said Rahel Ahmed,
managing director of Prime bank.
He said it will make stock investment easier for banks but questions remain regarding the
fundamentals of the market.
He emphasised listing more fundamentally strong companies to keep the market movement
positive. "More big companies like Robi should come to the stock market," he added.
Under the special fund, banks have already invested Tk500 crore, according to the latest data
from September, while they are committed to investing Tk1,700 crore.
Earlier in February, the Bangladesh Bank offered a special low-cost liquidity support package
for stock investment, allowing banks to invest up to Tk200 crore each under the package.
Even though banks did not show much enthusiasm for this offer in the beginning, they
expedited their investment in stocks under the special fund following the implementation of
single-digit lending rate from April.
"The interest rate cut will make the central bank's special fund more lucrative. This will
encourage banks to make more investment in the stock market borrowing money from the
fund," says Shakil Rizvi
The total fresh stock investment under the package increased by almost four times after the
market was reopened on May 31 amid the pandemic, compared to Tk130 crore in March,
according to the central bank data.
The fresh flow of money into the stock market has already positively impacted price indices
as the Bangladesh market became the best performer globally with the highest gains in
indices in August.
The AFC Asia Frontier Fund found that most of its larger markets made good gains in
August and the Bangladesh market made a gain of 15.8%.
Asia Frontier Capital Ltd, an investment company based in Hong Kong, manages various
funds, namely AFC Asia Frontier Fund, AFC Iraq Fund, AFC Uzbekistan Fund, and AFC
Vietnam Fund.
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A research conducted by AFC Asia Frontier Fund released on August 8 showed that lower
interest rate, increasing exports and remittances and the reopening of the economy have led to
this rally in the Dhaka Stock Exchange (DSE).
An increase in banks' involvement in stocks has led to a positive movement of bank shares in
the stock market.
From June to September, the price of bank shares gained 22%, leading the market indices to
gain 38%, according to Dhaka Stock Exchange (DSE).
In Thursday's circular, the Bangladesh Bank also increased investment opportunities for
banks in bonds. Banks now can invest in bonds having a profit rate below 10%, which was
restricted in the previous circular.
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Securities regulator finds anomalies in
Golden Harvest’s use of funds
In 2019, the company raised Tk89.93 crore by issuing 8.99 crore right shares for
business expansion

Highlights





The company is using the right share fund through its subsidiary
There is a mismatch in figures between the remaining amount of money and
bank statements
It had Tk31.55 lakh net profit in Q3, 2020
The company had Tk0.04 EPS in the same period

The stock market regulator has sought documents and explanations from Golden Harvest
Agro Industries about its utilisation of funds it had collected from investors by issuing right
shares.
In 2019, the company raised Tk89.93 crore by issuing 8.99 crore right shares for business
expansion.
Sources said the company paid Tk1.11 crore to Braintrain Studio Ltd and Tk8.91 crore to
Max Trading Ltd for its infrastructure development.
The Bangladesh Securities and Exchange Commission (BSEC) has found that the same
person holds the post of managing director at both Golden Harvest and Braintrain Studio.
That means the payment between the companies is known as a related party transaction,
which is permissible only upon approval by investors. However, the company made the
transaction without following due process.
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Asked about the related party transaction, an official of the company did not comment.
According to the fund utilisation report, Golden Harvest has yet to use Tk34.61 crore, but
bank statements show it has only Tk11.62 crore in hand.
As per the cash flow statement, the company paid Tk41 crore as advance finance to contract
farmers, a sister concern and others, said sources.
For these anomalies, the regulator has sought the trade licences of vendors, as well as: tender
evaluation, purchase committee, board approval, and related compliance reports.
The regulator also sought an explanation about bank statements regarding the remaining
amount of funds and advance finance.
In the third quarter, the company paid Tk38.61 crore in finance costs, which was Tk31.96
crore in the same period of the previous year. However, the company has already repaid a
loan of Tk29 crore from the right share offer fund.
An official of Golden Harvest said, "We have paid advances to the vendors who are working
and supplying raw materials."
In October 2019, the company got approval from the regulator to offer right shares.
It offered right shares at a ratio of three right shares for existing four shares at a face value of
Tk10 each.
Golden Harvest Agro Industries was listed on the country's two stock exchanges in 2013.
In the first nine months of the financial year 2019-20, the company's net profit was Tk15.88
crore, which was Tk19.60 crore in the corresponding previous period.
During the period, the earnings per share (EPS) was Tk0.60, which was Tk0.86 in the same
previous period.
But the company's net profit and EPS fell drastically in the third quarter of the last financial
year.
In this period, the company's net profit was Tk31.55 lakh – which was Tk9.75 crore in the
same period of the previous financial year – and EPS dropped to Tk0.04 from Tk0.40.
Sponsors and directors now hold only 32.88% of the company's shares, with institutional
investors holding 40.37%, foreign investors 0.23% and general investors 26.52%.
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Mysterious rise in insurance share prices
Some insurance companies saw an unusual price growth of over 200% in the JuneSeptember period, while fundamentally strong stocks could not gain more than 20%

Even though the insurance business continues to reel from pandemic shocks, prices of
insurance stocks have been increasing sharply, alluring general investors to pour their money
on small-cap companies putting them into a gambling trap.
The share prices of general insurance companies soared by 75% since the market reopened in
June following the Covid-19 pandemic-induced shutdown. During this time, the overall
market indices gained around 38%, according to the Dhaka Stock Exchange (DSE).
The insurance sector saw the abnormal growth in share prices despite the fact that most
insurance companies experienced negative growth in earnings in the first six months of the
current year.
Some insurance companies saw an unusual price growth of more than 200% in the JuneSeptember period, while fundamentally strong stocks could not gain more than 20%.
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Banking share prices, one of the most fundamentally strong sectors in the stock market,
gained 22% since June, according to the DSE.
As there is no reason for the unusual surge in share prices of the insurance sector, it is very
much likely that gambling has acted as the short-term catalyst behind the sectors' growth,
said an analysis of a securities house.
Insurance companies have low paid-up capital, and a small number of shares remains freefloat, which makes it easy for gamblers to manipulate the price, said the analysis.
A free float refers to the number of a company's outstanding shares owned by public
investors, excluding locked-in shares held by company managers and officers, controllinginterest investors, governments, and other private parties.
For instance, the share price of Agrani Insurance went up by 109% between the reopening of
the market on May 31 and September 23. However, the company's earnings per share (EPS)
declined by 36% in the first six months of the current year.
The price of each share of the company jumped to Tk36 in September from Tk17 three
months ago.
The company's free float is 1.98 crore shares.
Meanwhile, the shares of Paramount insurance gained 216% since June to climb to above
Tk120 each, although the company experienced a 63% decline in its EPS in the first half of
the current year.
The free float of the company is 1.74 crore shares.
Even though prices of insurance shares have been increasing abnormally, the Bangladesh
Securities and Exchange Commission (BSEC) is yet to take any step to find out the reasons
behind the price surge that could alert retail investors.
Admitting that the growth in insurance stocks prices is abnormal, Mohammad Rezaul Karim,
director and spokesperson of the BSEC, said share prices of small-cap companies have
increased aggressively which has come to the notice of the securities regulator.
"We are keeping a close watch on the shares of small-cap companies, including those in the
insurance sector, to see if there is any insider trading or mal-intent in any big individual
investors which is causing the price manipulation," he said.
Insurance business started to rebound with the reopening of the economy, which can have a
positive impact on share prices, said Kaiser Rahman, deputy managing director of Pragati
Insurance.
He said, "There has been about 140% increase insurance share price month-on-month in
September this year, which we think is quite normal considering the fact that the insurance
development and regulatory authority made a decision to stringently regulate insurance
companies' agent commission to 15% as opposed to 60-70% in some cases.
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"Furthermore, there are also regulations in not making any premium rate cuts away from the
prescribed tariffed rates."
All of these have brought in a significant positivity in the insurance sector, he added.
The insurance sector saw the sharp price gain at the time when a majority of non-compliant
directors, who have lost their directorship, belong to insurance companies.
The securities regulator had issued a directive for holding a minimum of 2.0% shares by each
director, other than independent ones, of the listed companies in 2011. But many sponsors
chose to ignore the order, prompting the BSEC to direct all listed companies in early July this
year to ensure compliance within 45 days.
Later in September, the securities regulator issued an order cancelling their directorships. It
also declared 17 director posts in nine separate listed companies vacant, as they failed to hold
the mandatory minimum of 2.0% shares each despite getting time.
That a majority of the non-compliant directors belong to insurance companies reflects their
poor commitment to the business, said the securities company analysis.
In a recent development, the securities regulator has exempted 26 insurance companies from
the securities rule to enable them to get listed on the stock market under the fixed price
method.
Under the new facility, the insurance companies can apply to the securities regulator for
initial public offerings (IPOs) to raise less than Tk30 crore.
The lowest bar for raising capital through IPOs is now Tk15 crore for the insurance
companies.
Non-life insurance companies have been witnessing an uptrend among their shares in 2019
also posted a staggering return of 35% due to the Insurance Development and Regulatory
Authority's (IDRA) move to limit commission payments to agents.
In 2012, the IDRA issued a circular barring insurance companies from paying more than 15%
of the premium as commission to their agents. However, most insurers disregarded the
directive offering as high as 60% of the premium as commission to secure business which
prompted the regulator to issue a notice in 2019 urging compliance for the sake of the sector's
well-being.
So, maintaining lower commission rates positively impacted the sector's revenue.
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