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Economy 

 

Secondary trading of T-bills, T-bonds drops by 45pc 

 Secondary trading of treasury bills and treasury bonds, two short-and long-term fixed income government 

securities, declined steeply last year. Latest statistics of the central bank showed that the total turnover of 

secondary trading of T-bills and T-bonds stood at Tk 282.91 billion in 2017 while the value was Tk 514.08 billion 

in 2016. Thus annual value of secondary trading of T-bills and T-bonds declined by 45 per cent within a year. 

 Secondary trading of T-bills and T-bonds takes place in regular auctions through primary dealers. Treasury Bills 

or T-bills are short-term government securities while Bangladesh Government Treasury Bond (BGTB) or T-bonds 

are long-term government securities. Currently, 20 commercial banks performing as primary dealers participate 

directly in the primary auctions. Other bank and non-bank investors can participate in primary auctions and in 

secondary trading through their nominated primary dealers. 

 "The main reason for decline in trading of treasury bills and bonds is lower demand for these securities," said Dr 

Ahsan H Mansur, Executive Director of the Policy Research Institute of Bangladesh (PRI). "The government is 

borrowing heavily through savings instruments and so the market for treasury bills and bonds are shrinking," he 

told the FE. Total outstanding of savings instruments stood at Tk 2124.08 billion at the end of November 2017. 

 In fact, savings certificate dominates the country's fixed income securities market as more than 50 per cent of 

the outstanding amount of fixed income securities belong to four types of certificates. These are: five-year 

Bangladesh Savings Certificate, Quarterly Profit-bearing Savings Certificate, Family Savings Certificate and 

Pensioner Savings Certificate. Dr Mansur was of the view that market mechanism is almost absent in secondary 

trading of treasury bills and bonds. 

 Non-resident individuals and institutional investors can also participate in primary and secondary market, but 

only in treasury bonds. Central bank statistics also showed that yield rates of treasury bills and treasury bonds 

increased modestly in 2017. Yield rates of 91-day, 182-day and 364-day T-bills stood at 3.38 per cent, 3.86 per 

cent and 4.35 per cent respectively by the end of December (December 26 to be precise). 

 The rates were 2.97 per cent, 3.14 per cent and 3.53 per cent respectively in the month of January last year. 

Again, weighted average rates of treasury bonds with different tenures also increased moderately. In this 

connection, Dr Mansur observed that yield rates of all these bills and bonds are quite lower compared to the 

yield rates of savings certificates. Currently, average yield rate of savings instruments is estimated at 10.50 per 

cent. 

 "The modest rise in the yield rates of treasury bills and bonds recently reflects slight tightening of the market," 

he added. He also mentioned that deposit rate is now increasing slowly as banks and financial institutions have 

to finance the loans and advances. Yield rate for 2-year Bangladesh Government Treasury Bond (BGTB) increased 

to 5.03 per cent by the end of December from 4.23 per cent in January last year. 

 The rates for 5-year and 10-year T-bonds increased to 5.90 per cent and 7.17 per cent from 5.79 per cent and 

6.65 per cent respectively during the period under review. Again, weighted average yields on 15-year and 20-

year BGTB stood at 7.93 per cent and 8.25 per cent respectively in December, 2017 which were 7.47 per cent and 

7.78 per cent in January the same year. The central bank data further showed that weighted average yield on 30-

day BB bill remained the same at 2.97 per cent throughout the year except in June and July when it dropped to 

2.96 per cent. 

 

From: http://today.thefinancialexpress.com.bd/last-page/secondary-trading-of-t-bills-t-bonds-drops-by-45pc-1515518184  
 
BB takes T-bonds buyback policy amid savings tools sales surge 

 Bangladesh Bank has framed a policy to buyback the Treasury Bonds and Bills for balancing the redemption 

profile and reducing the number of government securities amid access fund in the government exchequer. Debt 

Management Department of the central bank on Monday issued a circular containing the policy and asking the 

chief executive officers and managing directors of all scheduled banks and non-bank financial institutions to 

follow it. 

 Officials of the central bank said the policy was framed following a decision of the Finance Division of the 

finance ministry on buyback of the government securities.  BB will execute the overall buyback programme on 

behalf of the government as per the terms and conditions of the policy. They said the division took the decision 

to manage its debt efficiently amid rise in fund in government account s a result of excessive sales of national 

savings certificates.  

 The government generally borrows money from banks and NBFIs by selling treasury bonds and bills along with 

borrowing from individuals and institutions by selling national savings instruments.  In recent years, sales of 

savings tools massively surpassed the government‟s target of borrowing from the sector and created a huge 

debt burden for the government exchequer while net borrowing from banking sector became negative due to 

repayment in huge amount.  

 In the last fiscal year 2016-2017, net sales of savings certificates reached more than Tk 52,000 crore while net 

borrowing from banking sector stood at negative Tk 18,000 crore. In July-November of the current FY2017-2018, 

net sales of savings tools stood at Tk 22,100 crore while net bank borrowing remained at negative Tk 3,100 crore 
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in the first quarter of the fiscal year.  People have been investing in the savings certificates in huge amount 

taking advantage of higher interest rates as the interest rate in bank deposits dropped significantly.  

 Currently, average interest rates for investment in savings tools are more than 11 per cent while bank interest 

rates declined to 5-6 per cent.  The interest rates for treasury bonds and bills range from 2.98 per cent to 8.07 

per cent.  

 Officials said that the government needed to reduce the number of its securities and balance the redemption 

profile by giving back the money to banks borrowed through sale of bonds and bills, as it cannot rein the sales 

of savings tools keeping the national elections in mind. Finance ministry backtracked from a decision to lower 

the interest rates for savings tools apprehending negative reaction of mass savers, they said. 

 According to the circular, buy-back programme will be operated through reverse auction as per auction calendar 

determined by the Finance Division or over the counter (OTC) transaction methods. BB will buy-back the bonds 

and bills in the face value worth Tk 1 lakh or any multiple amount of Tk 1 lakh.  Banks and NBFIs maintaining 

current account with the central bank will be able to participate directly in the buy-back programme, the circular 

stated.  

 All other residents and non-resident individuals, and institutions not having current account with the BB can 

participate in the auction through the banks and NBFIs having accounts with the central bank.  In OTC method, 

the price will be determined through negotiation between the BB and securities holding persons and 

institutions. In this case, securities sellers will get negotiated price and accrued interest of the securities.  

 Multiple-price base will be followed for reverse auction.  On the basis of auction result, the settlement price and 

calculated accrued interest will be paid to the banks or NBFIs by crediting the current account maintained with 

the BB. Bid must be submitted in the MI module of the central bank between 10:00am to 12:30pm on the 

auction date quoting desired total price per Tk 1 lakh face value for selling the bill or bond. Participants will also 

be able to submit bid in sealed and covered envelope during the stipulated time frame, the policy said.  

 The bids will be opened at 1:00pm and result of the auction will be announced by 3:00pm on the same day. Each 

and every institution can offer different price for each security and in that case separate bids have to be 

submitted for different price. Bidders can offer price in discount/premium/face value based on the market price. 

 

From:  http://www.newagebd.net/article/32203/bb-takes-t-bonds-buyback-policy-amid-savings-tools-sales-surge   
 

Commodity 

 

Gold price crosses Tk 50,000 a bhori 

 The government's debt servicing cost is ballooning thanks to its growing leaning towards high-cost savings 

tools instead of bank borrowing. So much that in the first half of fiscal 2017-18, the government's net borrowing 

from the banking sector was in the negative, according to data from the Bangladesh Bank. 

 Between July and December last year, the government repaid Tk 3,980 crore to scheduled banks and Tk 3,896 

crore to the central bank. On the other hand, between July and November last year, net sales of savings 

certificates edged up 4.19 percent year-on-year to Tk 21,172 crore. 

 This development means the government's debt servicing costs would balloon as the rate of interest on savings 

instruments is now much higher than that on bank borrowing, said AB Mirza Azizul Islam, a former adviser to a 

caretaker government. The rate of interest on bank borrowing is between 2.98 percent and 8.34 percent, while 

that on savings instruments is 11.04-11.76 percent. “It has become a burden for the government.” 

 Furthermore, more budgetary fund would become available for the health and education sectors as well as for 

social safety net schemes if the government avoids the high interest bill for savings certificates, he said. This 

fiscal year, the government plans to borrow Tk 28,203 crore from the banking system, but at the rate savings 

instruments are being sold, the target seems highly unlikely, said a high official of the BB. 

 Savers continue to flock to savings instruments as they yield significantly higher returns than on bank deposits. 

Banks are now offering at most 8 percent interest on their deposit products, which is discouraging savers. 

“Besides, some banks have recently been in the news for scams that have eroded depositors' confidence in the 

banking system.” So, net sales of savings tools will continue to soar in the coming months, meaning the 

government will have no option but to stay away from borrowing from banks, the BB official added. 

 

From:   http://www.thedailystar.net/city/govts-bank-borrowing-now-negative-1517659  
 

Bank  

 

Agent banking faring fine 

 Banks have started to reap benefit from agent banking just two years after the full-fledged rollout of the 

alternative financial service as it is increasingly getting popular among customers. Deposit collection rose 42 

percent year-on-year to Tk 922 crore in the July-September quarter last year and it reached Tk 651 crore in the 

previous quarter, according to Bangladesh Bank data. Deposit collection totalled Tk 380.68 crore in the opening 

year of agent banking services in 2016. 
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 “Banks are gaining from agent banking as the service point is a great source of low-cost deposit,” said Humaira 

Azam, deputy managing director of Bank Asia, which runs one of the top agent banking operations in 

Bangladesh. The central bank issued the agent banking guideline in 2013 but the licensees started full-fledged 

operations in 2016. 

 Agent banking aims to bring unbanked and underserved segments of the population under the formal financial 

system with a range of services. Now the service also helps banks to cut the cost of collecting low-priced 

deposit. Agent banking channel is cost-effective for banks as it reduces the cost of collecting deposits by 1-1.5 

percent, said Abul Kashem Md Shirin, managing director of Dutch-Bangla Bank. For example, Dutch-Bangla gives 

3 percent fixed commission to its agents whereas average operational cost of a branch is 4.5 percent, Shirin said.  

 “Agent points will be big source of low-cost deposit as people in rural areas mostly prefer savings accounts,” he 

said. Shirin also said the alternative banking channel would see massive growth in the near future as the sector 

will need more deposits to cater high credit demand.  Agent banking accounts totalled 10.38 lakh as of 

September, of which 86 percent are savings accounts. Dutch-Bangla controls more than 66 percent of the total 

accounts, according to central bank data. 

 Bank Asia, which controls the second highest number of agent banking accounts, has profited from its agent 

banking business thanks to cheaper funds. Some agents of Bank Asia in remote areas collected deposits ranging 

from Tk 3 crore to Tk 6 crore, Azam said. She said the huge deposit collection made the agent banking outlets 

profitable. 

 Monthly commission of some agents went up to Tk 1 lakh, encouraging people to enter agent banking business, 

she said. Bank Asia had 237,278 agent banking accounts as of September, accounting for 22.85 percent of the 

total accounts. 

 The total deposit of Bank Asia under its agent banking operations stood at Tk 185.49 crore in the third quarter of 

2017. Of the deposits, 85 percent came from rural areas and the rest from urban areas, central bank data 

showed. 

 Agent banking offers limited banking and financial services to the underserved population by engaging 

representatives under a valid agency agreement. It is the owner of an outlet who conducts banking transactions 

on behalf of a bank. Agents provide services such as cash deposits, withdrawals, remittance disbursement, small 

value loan disbursement and recovery of loans, and cash payments under the government's social safety net 

programmes. 

 Thirteen banks are running agent banking services: Dutch-Bangla, Bank Asia, Al-Arafah Islami, Social Islami, 

Modhumoti, Mutual Trust, NRB Commercial, Standard, Agrani, Midland, The City, Islami Bank Bangladesh and 

First Security Islami Bank. Shirin also said people in remote areas prefer agent banking to deposit money but 

they use mobile banking for transactions. 

 He said people are reluctant to deposit money through mobile accounts because they do not offer any return 

whereas agent banking accounts give interest against deposits. 

 

From: http://www.thedailystar.net/city/agent-banking-faring-fine-1517656   

 

Banks' fund management comes under close watch 

 Scheduled banks' fund management came under close supervision as the central bank issued Tuesday directives 

on wholesale borrowing (WB) and commitment for maintaining a sound asset-liability balance. Under the new 

provisions, the banks will have to submit their statements on WB and commitments to the Bangladesh Bank on 

fortnight and monthly basis. 

 The first and second statements on WB have to be provided to the Department of Offsite Supervision (DOS) of 

the central bank in three working days after end of each fortnight to update the regulator on their financial 

health. 

 On the other hand, the statement on commitments has to be submitted to the DOS of the BB by the fifth day of 

the following month, according to a circular issued by the Bangladesh Bank on Tuesday, in the wake of a 

plethora of not-so-healthy developments in the banking circles. 

 The banks will have to submit both the accounts on their operational status in prescribed formats to the BB with 

the managing director and chief executive officer of the bank concerned undersigning these twin statements, it 

added. 

 "We want to strengthen our monitoring and supervision regarding the asset-liability management of the banks," 

a BB senior official told the FE while explaining the main objective of the directives. He also said: "It will be 

helpful for the banks to manage their funds properly." 

 The latest BB moves came against the backdrop of raising trend in credit growth outstripping that of deposit in 

the recent months, exposing fund mismatch that may result in tight liquidity situation in the banking sector in 

the near future. 

 The growth in deposit, on a year-on-year basis, rose to around 11 per cent in November last from 10.72 per cent 

as on October 12, 2017, according to the BB officials. All-bank deposit growth was 13.13 per cent on December 

31, 2016. 
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 On the other hand, credit growth, particularly in private sector, increased significantly in the recent months due 

to higher trade financing by the banks for settling import-payment obligations. Much of the money went for 

financing fuel oil, consumer items including food grains and capital machinery. 

 The all-bank credit growth rose to 19 per cent in November last from 18.05 per cent as on October 12, 2017. In 

was 15.32 per cent in December 31, 2016, they added. The advances-deposit ratio (ADR) of all banks rose to 

more than 75 per cent in November from 74.85 per cent as on October 12, 2017. It was 71.85 per cent as on 

December 31, 2017. 

 The central bank of Bangladesh had earlier set the safe limit of ADR at 85 per cent for conventional banks and at 

90 per cent for Shariah-based Islamic banks. The financial parlance WB covers call borrowing, short-notice 

deposit from banks and financial institutions, placement received with maturity in less than 12 months, 

commercial papers/similar instruments and overdrawn Nostro-accounts. 

 Under the existing provisions, the WB limit will be capped at 80 per cent (for non-PD banks) and 100 per cent for 

(PD banks) of a bank's eligible capital on fortnightly average basis with maximum two deviations (not more than 

90 per cent and 110 per cent of the eligible capital for Non- PD (primary dealer) and PD banks respectively) in a 

particular fortnight. 

 The eligible capital determined under Basel-III for any quarter will be applicable as eligible capital until it is 

determined for the next quarter. The bank's commitments include undrawn portions of continuous loan 

including interest thereon and undrawn portions of term loans, outstanding irrevocable letters of credit (LCs) 

and similar instruments, letters of guarantee, acceptances and similar instruments. 

 However, the commitment limit will be fixed considering three important ratios: total commitments to total 

assets, total commitments to total eligible capital, and total commitments to total high-quality liquid assets 

(HQLA). 

 The highest acceptable limits of these ratios are less than 50 per cent, less than 500 per cent and less than 250 

per cent respectively, according to the Asset-Liability Management (ALM) guidelines, issued by the BB on March 

07, 2016. The commitment limit will be the lowest amount of the three ratios, it added. 

 

From:  http://today.thefinancialexpress.com.bd/first-page/banks-fund-management-comes-under-close-watch-1515517703  
 

Engineering 

 

Policy on way to rev up bike manufacturing 

 The government is framing a policy to facilitate the development of motorcycle manufacturing industry in 

Bangladesh to meet the domestic demand for low-cost modes of transport as well as to expand the export 

basket. The draft policy has targeted to locally manufacture 5 lakh motorcycles a year by 2021 and double the 

number by 2027. 

 “The mission is to achieve the capacity for meeting the domestic requirement by 2027 and develop a modern 

and competitive vendor (component maker) industry helpful for motorcycle industry,” said the industries 

ministry's draft policy. 

 The policy is being framed at a time when the demand for two-wheelers, which allows quick moving in both 

rural and urban areas, is spiralling. In 2017, 3.6 lakh units were sold, up 50 percent year-on-year, according to 

industry inside.  

 Bangladesh has 14 lakh registered motorcycles, said the draft. Manufacturers and assemblers said they have 

been demanding for a policy for long as they want a clear idea of the government's position before making the 

large investment. High investment is required to establish motorcycle manufacturing facilities, according to 

Biplop Kumar Roy, chief executive officer of TVS Auto Bangladesh. 

 Foreigners feel safe investing if there is a long-term policy, said Matiur Rahman, president of the Bangladesh 

Motorcycle Assemblers and Manufacturers Association. “The policy will attract foreign investment into the 

sector,” said Rahman, also the chairman and managing director of the Uttara Group of Companies that markets 

Indian Bajaj brand motorcycles. 

 The draft policy has sought to provide reduced duty benefits for motorcycle manufacturing. It wants to apply 1 

percent duty on the raw materials of components of bikes. Rahman said vendor development is vital for capacity 

expansion of motorcycle manufacturing. 

 Hafizur Rahman Khan, president of the Bangladesh Motorcycle Manufacturers and Exporters Association, called 

for steps to facilitate making components locally. The policy should contain a detailed guideline for 

development of motorcycle component manufacturing industry and also have a provision that ties motorbike 

manufacturers into using a certain percentage of locally-made components. 

 “A company cannot become successful in this trade by making all the components by itself,” he said, adding that 

the prices of bikes will decline for complete local manufacturing. Some components like the battery, chain and 

seats are made in Bangladesh now. The draft policy said horizontal production strategy is necessary for large 

scale production. 
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 The finished product of one industry is used as raw material of another factory in this sector and one production 

unit creates demand for another unit. The backward linkage industry will be developed on a priority basis as it is 

not feasible for manufacturers to make all the required items for a motorcycle. 

 Financial and technical support will be given to mould and spare parts makers in the first phase, it said, adding 

that incentives will also be provided to component makers. The draft also seeks to provide duty benefit to 

export-oriented firms to import capital machinery and spare parts. The privilege will be given for at least five 

years, it added. 

 Khan, also the chairman of Runner Group that started exporting bikes recently, called for incentives from the 

government for exporting motorcycles. “Currently, a tariff benefit is given for importing motorcycle components. 

But such benefits given under a long-term policy will be instrumental for sustainable development of the sector,” 

Roy said. 

 Lower motorcycle registration cost and easy loans for bike purchase are also needed for expansion of the 

market, he added.  Yuichiro Ishii, managing director and chief executive officer of Bangladesh Honda Private Ltd, 

said a road map supported by the strong visions for greater industrial developments will be helpful for the 

sector. 

 “Based on our long motorcycle experience in the other countries, we strongly believe in Bangladesh's future 

potential towards the motorcycle industry, thanks to the long-term economic growth rate and large population,” 

he added.  Yasmin Sultana, joint secretary of industries ministry, said the draft has been sent to stakeholders for 

opinions. She expects the policy to be finalised by this year.  

 

From:   http://www.thedailystar.net/city/policy-way-rev-bike-manufacturing-1517662  
 

Capital Market  

 

BSEC fines Dragon Sweater Tk 30 lakh for rules breach 

 The Bangladesh Securities and Exchange Commission on Tuesday fined Dragon Sweater and Spinning Ltd Tk 30 

lakh for using 53 per cent of its initial public offering fund while violating securities rules. The capital market 

regulator took the punitive measures against the company based on findings of a special audit conducted by 

BSEC. 

 The commission in its press release issued on Tuesday said the commission found that the company did not 

purchase machinery as per declaration, failed to maintain deadline for project completion and violated a number 

of securities rules that ultimately resulted in misrepresentation of event. The special audit found that Dragon 

Sweater and Spinning had spent more than Tk 21 crore of its initial public offering fund through cash 

transactions, in violation of securities rules. 

 As spending IPO fund through cash transactions raises question about the fair use of money, the commission 

imposed the penalty, an official of BSEC told New Age. If the capital market investors‟ money was not utilised 

properly, the company would fail to deliver returns to investors in future, the official said. 

 In 2015, Dragon Sweater through IPO floated shares worth Tk 40 crore for machinery import, civil construction of 

building, installation and transportation of spare parts to meet the working capital requirement and IPO 

expenses. 

 As per a condition imposed by the BSEC under section 2CC of the Securities and Exchange Ordinance, 1969, „The 

fund collected through public offering shall not be utilised prior to listing with stock exchanges and that 

utilisation of the said fund shall be effected through banking channel, through account payee cheque, pay order 

or bank drafts.‟ Dragon Sweater, however, in its IPO fund utilisation report showed that the entity spent Tk 17.89 

crore for building construction in cash, the special audit revealed. 

 Besides, the entity also showed that it had spent Tk 2.55 crore as working capital, Tk 87.12 lakh for import of 

machineries and Tk 12.42 crore to meet IPO expenses in cash, the report said. Earlier in 2014, the capital market 

regulator fined Dragon Sweater Tk 5 lakh for providing false information about acquisition of land in the IPO 

document. 

 The regulator also fined Dragon Sweater‟s issue manager First Securities Services Ltd Tk 5 lakh for not checking 

the information before applying to the commission for IPO. The capital market regulator at the meeting also 

fined brokerage house M Securities Limited Tk 10 lakh for violation of different securities rules including rules 11 

stock-dealer, stock-broker and authorised representative rules, 2000 as deficit was found in the brokerage 

house‟s consolidated customers account, meaning that the entity used the fund for other reasons. 

 Besides, the commission warned Dhaka Dyeing and Manufacturing Company Limited, its issue managers— 

Citizen Securities and Investment Limited and BMSL Investment Limited— for providing faulty rights offer 

document. 

 On the other hand, the market regulator on Tuesday approved draft prospectus of an open-end mutual fund, 

Credence First Shariah Unit Fund, with an initial target size of Tk 10 crore. Of the target size, Credence Asset 

Management Company Limited, the asset management company of the fund, would provide Tk 1 crore as 

sponsor of the fund, while the rest amount would be collected from investors. 
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From: http://www.newagebd.net/article/32208/bsec-fines-dragon-sweater-tk-30-lakh-for-rules-breach  
   
Company Specific 

 

Square Pharmaceuticals to initially invest $25m in Kenya 

 Square Pharmaceuticals Ltd (SPL), Bangladesh, started the construction work of its state-of-the-art 

pharmaceutical manufacturing plant on January 8, 2018 in Nairobi, Kenya. It is a benchmark achievement for the 

Bangladesh pharmaceutical industry as SPL will be the first Bangladeshi pharmaceutical manufacturer to build its 

own plant outside of Bangladesh. 

 The company is set to invest $25 million in Kenya in the first phase. The manufacturing plant will be capable of 

manufacturing 2 billion tablets and capsules and 60 million bottles of liquid formulations. 

 Kenyan local pharmaceuticals manufacturers have the capacity to produce only 30% of total demand of the 

Country while 70% of their need still depends on import. 

 Square Pharmaceuticals Kenya EPZ Limited will offer with world class technology of pharmaceuticals 

manufacturing, quality control and state-of-the-art machineries in Kenya to fill the unmet demand of medicines 

in East African Community (EAC) market (Kenya, Tanzania, Rwanda, Burundi, Uganda and South Sudan). 

 This investment shall facilitate Bangladesh to earn more foreign currencies through the export of finished 

pharmaceuticals, semi-finished pharmaceuticals and other pharmaceuticals raw materials. 

 

From:   http://www.dhakatribune.com/business/2018/01/10/square-pharmaceuticals-initially-invest-25m-kenya/   
 
 



 
 

7 
 

 


