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BANGLADESH

The national flag of Bangladesh is bottle green in color
and rectangular in size with the length to width ratio of
10:6. It bears a red circle on the background of green.
The color in the background represents the greenery of
Bangladesh while the red circle symbolizes the rising sun
and the sacrifices of lives in our liberation war. The
national flag was designed by Kamrul Hasan. Prescribed
size of the flag for buildings are 305cm X 1183cm,
152cm X 91cm and 76cm X 46cm and for vehicles are
38cm X 23cm and 25cm X 15cm.

At the very outset the flag had a different look. There was
a golden colored map of Bangladesh at the center of the
red circle. This was the original design of the flag of
Bangladesh under which the valiant freedom fighters
fought during the liberation war.

Did you know...

The national flag of Bangladesh was adopted
officially on January 17, 1972. It is based on a
similar flag used during the Bangladesh
Liberation War of 1971. The map was later
deleted from the flag in 1972.

SRR

RIRIENGIRIGISIRGIR

I (I ST |
oM CSINR S, (ST ST,

S &Teel e i

@ T, T (S T 6T
FICET AT S,
TR, WA --

@ I, T (ST O (FT©

wifr S (e 5@ 7T |

JI (=TS, ¥ AT Ca,
I @R, I AR AT --
AR FCT A |

T, COR 04 AT
S FIC SN LT W,
TR, T @ --

T, COIF Uil Sferey 20T,
8 I, I T & i |




ElERIS
sielefeTed! AT

q5gad, B |

S ©F 383¢
33 CICBEE 2000

e fstfafe sire wIse FhHmeE ¢ 727 S Somes Fhmem FFe-
woifa, RfcarsefeR 7232 o e 9EfEe Jrew ¢ Ao

e Gifstie sne ewrey IfrEm e sfss FaEd ¢ wwws
SaTerTE RAEEEAE T 8 JAreAs! Irs e FR AL 0T JIA-AETF oPE
YL ctstret BT sdfareEa g s@f i e ow e T fiv Fane
dferarara fEHE e wm ¢ wwel Ifaq s [RmsefeE T e 5
TorE Gl FCHbE =T owee IRMT O FUF S2AAS FRTAT AfEHEIwe,
srEa SISl Af el ¢ Swww, RfAwer aga ova 4 93z IEEr FEREIE
Ffsfiers st I1e w03 Wer| e Hefie, RfaeRee o s Fars Aemwm™
FiftRte se aseg FHFE WEe AFT S e FA3- 912 FFETa Ao

A aAfegerel UEIfEE FTA AHACHE WG SEEAR AEeTeE afitn G|
dfEarerae ¢eas @ wuaE g wefvE wify e FF ¢ TR 9E @@= e
afewes Fa AfHE aa HfFtRbe o awwe Ihrm fereme sedfes
T TS TR NG GOR SdNErT e fofen T afowr Fare Frdfeq gt
4TS A 23|

wIfet AR Jfaread Terarss 7y FE F4fz)
CHTT IS, AT BAEA 7

Y7 o Mo
(T8 éﬁ@ zifim

.’_,.r'"-







dr O 8¢
33 (I NE 00

Qe At uie amme shrim 3¢ T2 oS T Wit afsbmita wiedl, wiE,
fafrarreg 72 e srow e |

9=fB cia g ¢ SRORTETTS SR ArcEar Afe FRErEg T sdiafes e
Afeferst Iwm INTe =i dRmemEa ammemer e i o7 Wi Wwes wweT ¥
ferarera faem s e TEEifier waRe @z )

s fafeim, e, wREReTEe dfmm e gare s [{fey smeeet a9z sfy |
Aferareiizre Affe Fe-Fudemn awim, WET-Fem g g3 S fmaee o gt < e
WeE MG (o Ty | Shritie wifde idieer ffve s e | el wfees AwEel ¢
srfifret Ffvoe wiRf ReE N1 THE | 9HGY ¢ CIFRISE @R PE AT 39
SiToftfer (T AEE (A SR € ST *rEaaciy qUrY Fugergere aagl (eu e |

sferarens STe TEEE TS e A0 Grer Gf6 Cowreie BRI f1oA sl g | S
Hferteirs =foas Tw REr@RvE STwe wefer T 93t wef{e 907 FwEfk ) @ oxfHE o
wfene 5 RFEESETT T TEvel ouF [ | WikE efsraee wneel ¢ ey
A5IEEE @ emeEE Ry i (FRA) eaw =t goeg | e Ffesfbe wie amwe
F (WEBRATGS INCSIVIAB) T, J0d¢ AT T TRT | FA wr-ayfeg fafey ww ¢ R
firar o o-Rorir R e 2ok 1 wizPre afimm gl wWiMm e St o ARt
WS GHHY IR (FRAEE ) A, wie Lo Ak Rivwredive eeTer Ifew o
et fRfrant fersr s riar wifapeE S0 R |

Wiy Wt R, AETE G SFe e eifaere T wAfEeE IR e Afeeres o
wATeN Giferarifes fReTa S A4 H T A |

wifty Ao Ffeefibe are ey #fr Serares e swa vl

@ TAEI, T WL
et foerdar o

ﬂwy:r\r{;“—i\/
oI T




IGE T A IS
D)

20 TS5, 205

FeEe FfFCRMGE e aHre S sitre A+ 92039 Y 5AE ARAT FACS AP (S
IS qraeE=13 SmtFe | S Swa SIS 19 SEIL |

A @ A9 BAR (AR WAfes TEA Rrdrwail S Serew e f&a sifearenaa
Boifefs v | AR (R Snfen Ty 51 AR @ T SRS F @
ferarge, mﬁﬁmﬁ@mwﬁmﬁﬁtﬂmmmmuwwmmm
ﬁﬁmﬁﬁmﬁwmmﬁmmwnﬁmwamﬁ—ﬁwmu q wiftg ewa A
2TH81 TEIIES (ATITE

TEA S AGTAR AR ey TAAE T09 S0 T (053 0Y) G AFH FEFT
aizd FRCE, TR Figert T AAIRS AR TFAR AAIGE AN (PG TA A
e @2 srfera 7wiE araremrg seeairer A s, sREres @ Aol SRS 4R |
SR SR S S IR A4 AR e Tne R wo wdAifers A wfi
e Jad %)

Ffesffbe wie QITEe IR 9 9T TES TS WP TR | S Ao TR HUT (G T
@2 afSdi AR, WEE S ¢ Reew o i o e e A 2 7 Em
ereiI AT BT S T SRR @9 SRR TR SR R e | sy 9%
AT ST =47, T 2B WG SRCATE Svde Tmig srenz | efesmba Teraren A3
FI] MG 3 TGS TS SADIA |

o 1%, O IHAY,
mwgﬁmu qw&gﬁf\{ﬁ,\‘f’/

(ST T SrgeT 4R, )




Sl

e BifFcRe e wre $hm (Rl ¢ 5@ st s @m ot gom
FS |« Goerr [RaAEfa 5N ¢ diem T3 GUETE, AT 932 FEEE g
Al afea= ¢ w[rew|

RfFraem e e K4S =« Fam o o RewgfH e o o w7
fRaEf seve A FW AR SR IR FAICR AGGAH A B RS FE
#fEwl ¢ @ A TaR) 9T AfdTE T @ SER R were wmeTE R,
HAFETA ) AFEA @ SA45era AR orel S e [anEh @ aeiadthe e
S O TG AFEE AR @ S TN 2w ¢ steted FEereEd sied e e
ooy wfEwes FFem Afew sEm Fes a3 s3m [fRed o e eiEt e
TA0S HHA AR 4071 i famil

HIAF SIS A i efutemT St Terd RfAmeefieE ww e
wewy FRaeiaf ot Rt et sidaw sttt T o @ of el @, 9
AUAGCF EHS LA FAma oo Reief o3 o awiely dfevm S gz
FACE| QPN AfSHR @ Sraies et Wrs J2ra ¢ siie[d TR % @ e
ARSI oA FAlE) Seiriies e S war e FRes Rt e
w0y FRavBFTs AR A Y6 92 FA0S TR T 9N 7= I

Wiy ez s e S Soers of2re bifoa i sirwey s wafe)

fafme airieee oW, a3t




pe]

AYIFEIT SRS TAWMET
SelAGTEE! LT FAISE

Siffd ¢ v.ob. 2000 T2 |

e feeffbe wis wase Ffirma 1e 757 AfS Tomrer wifir swegra wema -
Fhif T e 7R Foe Tz wefis wrow! 8 wieww |

FF (T e wdtafeT faw o drem ee RiFwant | s gm AR 9dee
s orit Rffcrr e e Rfwer Sweelt S e [t [, oem e
fafrcart A arewe o e e e @) fivaen 9 ceeg dfeamEr
BT SR ATE ST | @3 et ¢ iy siferera Ardmrmr Rfvwar e
T GAGT werifers gaife 3aCe A1 |

fare T I A ARG wre e IR ATEe! 8@ wEeE A AT ATHR
T I IR 9T TGW (I RIS 9T TN TAE T TR | (TN
Aferarerae A8t Jfaw AR TG WG oy @ (efrete, WA, Aar Tenf s
FCHT STATEAIT *WCF G2 T4l TLACE | WHTAS IRFAAC Ardraraar Q7= s{femamets sy
cweE HAfaee T

e HiGERbe e uEre IhMme ey suver SRe g O3 AeEid
Teraraa Tfe @y 415 Wi (1E g % TR




*JrewRl It

LA AL GLATST effes Aoz ReMR Swm «ite M adwew arefimet
@ “tiel a2 S St AR Ao anrem 93 e e ez o
@i ¢ wfews A% fAage A7

AeAeg Ptfbe e e FHMw SItH 2¢ I7EF Avdfaaay [Rfen rerg targ afesw
TE @ TS A FACR ST & AN (0 SfAfes wasifers eyl ¢ Fifes ikt
Al FACS AR I SR e 7care) Rers 3as 393 IfriEa 423 [fen 306 93e o
AYSIR IFAAEHR G ALEA AIER W7ot 458 s FiRvsim % Fafk 932 vty @3

IERiEl

IhMEE 3¢ =3 AfSq SRt wieaE Amee T e Hetiba e awry
FhireE FreeaeE fearats #2fE#2 e o e Fen (ew Aferrete of-Roeh (R
fon Mg SR T wdftmm sife ozt 79§t «iFm 309 AR @ Wi
Il

Jfearers 742 drerq ¢ IGAH FFAF ST TR &= Ti12 a7 afeaml




R

LTI SO HSW

Bangladesh Parliament

T, (1E SF s quie
FEfE
wef wEeEy Fofde g = b
AT TS E HiHw

SIkl

AYToT RN ARSI JoARCHS AN ANG T8 wdANfon Fa9fH dren «rfze aanfe
worg Ggdl Rreass a3 Fw.Cammhie adNfere graes Fure 4fe Aadrz, 11 F40S A
93fb A= ¢ AfRmre Afemrem ot o sf7 o™ FfEtfie o aamy FhEEE
3¢ 929 Aff7 T (R AfERrentan Sane ¢ Ffefest s @t 73 a3 F91 Wt

&A1 FEIcTe 2 FRCAeACai (fen e 9ae O AWAAH AR Avw A @ ol oy
I BfAHIe GEg Tega W@ AT 77| 9wHHeFEE NeARTy D FRHEI T S
¢ FHAFTEay Aoy anfEe seEfie owk sam) sRyres amime AzEitie ST
CIETCH

QO IR &Y A wfea T awaF o1 Ifogw 7 e wdtafon Sme gafie
FALS IoE FAI &4%e FAGAT | THE (RRAICTSE $1a AN Sl < 2B oaEma A0S
AFA F e Aoes wENfeTs TYE Fa Srere | WA aqeE) opeeg ol @fFera o3te
fafen smrmtem e wdifors A= e Af4dte Swie A e 9 SgeadE A |
wdAifeq sreis 367 Are e Fifetibe wre aasy Fhmm swgyd o ag |
3¢ 22 ffSre g IEHA 6 i e G, SFEa ¢ SHIReE wwE ek
Jreml |

e




@ ota werg wafve gfk @, s Gifetibe sie aasy ofiem oy A ¢
RE A FraR @ o AT HfareTEd e @ Fhew ez e
AGTEI FUIAA NG FACS TR

FTAER &1 FPEE Te-F e 3 Aeane Sifetfibe ae aamy shrm oz,
S350 9T WHTH b G dvveo IfFty I Hfetfae we amwe FhHimm (Rawaf)
#fef®s 2 TG AgTCas e Hfearera %2E fGfSq q3a Ao, To4 @I oo,
RfE-RYM w6 SNeridem MY w3e IR il AeF Re @, 9H/EE
fEfAICRrAeTRTer M |24, 2050 W32 do q&A (A AFBIAAM #oiw, Sy ATST™ By
I, O QIS o194, HeaT Fa RATReeRiee &= 6 JW Soo @i Bt st
e 1o 2opIf STadrary Al AferIeTca Jeie Afov AETe! Fra) TG QURE
FEfeae s fare Fa) 97 w0 Hferaiea fRamaerd wew Rawafra srdeTels ome
ool 3% coitacR) SEfe @ 4 sfaaree s@Te U@

wify wifdfe dfewm e, sdvgamm 97 % wo ReRF'3 T ef Sgeiee Fhiw
A T4 TG




o8

RNEED

e Pfseiibe Sie q3ee SHEH 5afs AT g9 T 3¢ IR Mo IR | @ TAATE
IR ASTOTIE! TR AB *IS VS TS AN ALTTE AR T ToAFS 20 7wa
TS Tlo FCACRA, [ F ¢ HfeRreiaw afs Siw S WA ¢ AL AfRser | =fr
I HTTRICT BT O N ST 7 (2 AA WS Foees! S0z |

TFNT SETF T AfRISIET @RI 8 S W=y e @ SN @ Aoy
ol | qeey Wi O effes T Wefis Fowe! |

TS @ BBA 35T AHGE, SITFge (@I, A2, 565 QR / T, NTEB AT @R 9w
JRAZI (FTPINAZ AL @3 ILT@E FAACAS TN | I ST AF (A SIS T2
ABF AGTH7T |

S FEE G FEHET FACRGACE OIS foedt s oy seifr W Fowe! | @b
¢S @ et et e famiea =i oifs |

AW AT 2SI ST FACEABAR AT ST TP TS TR, et
TR | O dfee e Faf Foseerdly |

LTI T AT o e aw Ay @ TRAEfror Tre Ao M e &=

SIHACE T2 FSRHF 417 |

SRATes Sime I GR Sfferaic T Ace Terared Jfa HAF Ol T SN AT SRS
AR |

T, q, T QO
ORI
T Prfeefiibe e a@tse S




JeETier PifFefite e  @we IR T TEeETe!

T TATCF SIS AL STt

Trar I

oiffd : JEAE, 52 CTHF 05

ES Y ASHISS T (Y (T T (F3N)

AqE ool e T, AN QQEANEr, oceeTe ! AT ARSI |

TR i F[ET do:o0

=

i : EHIfSAm, s GBRT R05b

G : HOYIN FIF Il ce

AT S+ TR ARSI IR, N effoxar, Of TF@eler, seerear AT TaF_

R : ST do:vo

WTWTWG"{I%EWT

ISR ¥R, S¢ ETTHRT 0dY

R ;&G 9 PN, o (@GR @ |

Aqfefd @ T ¥, AEE @, GATUE, AETH iFeRite Suie qHJEE A

T : R oe:de

Raw2fr A sAfvemr

oiffd : FARAE, S CITHRT 05

B ;Mo 2o, ekt s oaw, ussf |

e ool Sfefa cIiRe @ Gu, TN TET, R S S TFCIT, Sreeeroar e
TR

N 1 g9 0900

TS e fRews @i

ISR : (INEIF, Sq CTTHRA 00

£l . IHF ASE(SF FCHAT (FY (TN 8 FiferoreT)

AT A TG W, Q. WG G, A efowar, 9 TFgerney 8 AfRSEr TF@eler, Geear
ST AR

IR : F[ET do:vo




e PifseRivs e aJ@we Fhme

©, A A = G IS SIS N
BIEREIES FHRMEIE




TG T T T A T (WIRAW G T
TETIZ 3559 - TEAIZ Sodb ST SO - TEIT S5

TR @, @, A OISR CERG TTAC e L Tg «, 7. free wiferget STy
EFI‘I? 3559 - (VW o000 1@(_"”—3 3000 - W 2009 TSR 2009 - (FFIR 00V

TS 200V - B 00s (T 2005 - (T 305










0%
%

T @ 5 [ st

e e i qutee Fhme =i ¢ we Ko Fea s, 5 ¢ T 7ifFe s i s
7 | @ e 7' it AR | oAy @0 epieT =T @2 S w1 @ fRIAF * AT | e =R Qi FR<eEr
FAGIT I, MR, I G2 T T SRR Sy (Aedl-Romeet aiferwrer a5, fifeg g e emie, st
T e TR S, Ao, Ages Toni Al w4 |

¢l @ fRIIF = 2 ST TR ZeT IR AP TS 2T 8 AT Gy S, Lo S SI< AICEH
SRR A ST 8 AT, FAGNMA (Foe-Srel Tqeams @ 2/, FAGRIma oy wgfe e, ey e
S @ AT, FAGRIE Seifre S emie, e T @ Tuie 279 egeaa W3k foi faree g |

AR q& @etemiv o1 THRfERE (ormeiR) ket

QAL @I 36F @R, B3 Taa, fCoifenz ARt IET WedE, 79 IZ9F, (@GFOs @B @,
Hfeeiita wRT-FIg, AT T@e FHn onRfE ¢ g s ae | @13 e [EaeRive g Az
ASRIGEOTR e eDF TIed ol @ SfeReTe! AT FCH TS ST T ¢ FAHT e, T
wvRfs @ sifavel, sve, RfNeeRitve sfewrs feife s 24 |

FCACEG T o

FCACES TR R AR (@ =IEemee e efstama (Annual Report), e Jiffe wifde efstam,
fifrs/a-FRifrs tauif sifif afstavrrg A/, eifesifas = (Corporate Governance) =i,
fAfrwss fcar, Srelfere Eaee TN IE SRS 8 TPAR @FIarnres iflE JeEr ¢ afesifve i
Aol e I AT |

T o et

FIFGET 39 o AETER 28res 8 AR e @ iifemres e St e @wid, Initial Public
Offer-IPO, Repeat Public Offer-RPO, Direct Listing €32 F125 3] AARA TIFEI, 2T SFH TFCAHIR STy
wferet “@i AR ARE7EF B W3 (TSIRT S Trera Tfs emiF FF AT | qeore Te [or I, fermwm
8 Preference Share T @ FIEE ToAM I &AITE |

e Pt et

ferarifariet b icafct faerer (Rt fifScarr frmr st@s siiwe [feg cifimE, a8 S, [RiqEesRma
T TR ¢ AfST Rz Frare Qg v S Twr areifzs [ #re sy g9 aae Tggesar
Afet Fe RfFearr e T AfvEe Awe SR T I A0E | 9 2o fERed e I1E ¢

AfSHETICRT Af¥FFe ami 0 AF |

fRenzfr vz fRfeg et i<t




GRS et

GTEFRS e HfFeibe W3 Ao Tder e B @R, B3 fGaE, M FIEE, T IIZ7F,
EFESSIET, GifFT, TR @R, TP @I 6w, (@s @b @i, et efsffy, 5% aume ¢
Sy e /2fevits fwrra wifTe Sferrhres [6[ 8 Ares =fEEs 098! 2429 I A |

eyt Fre ¢ gt et

SRyt 1 8 @AM e MR FC G471 e i, K@, FTATST G G Y TG IR TREZ 75 TR
fifeq afstava R, SvRE 43R @ TREE 7 F5 FIGT ARG, T BREADS SASHTs e 97 FaHhie
M, SERY @R G THG I IR ARBE @3 79w fofer Pfsekive ua fafe avie, SeR4T 1dg 9
TG S S A S AT |

TSP TF Ko

TR AL IRFEIT @RI CFE TREIToF T ot FHa TLoiq e Fe w63 Qe | [fog oo
e g ALBE AL @M Aot e 72 [ria Swrey weodw ¢ e e « e @
ARG QIR F1 =W | A@eifod AZPRR ferarea w2 epifers aw e afics szt sarR sios

oy SFpTae AT ATNF (G AEACTR ARSI SAZFTS SIS AL S BB H=EF I I NS0 T
o ATeET SAE e 6 A |

e wfoqE

e AT Tore Fhrma AR A T M I AMF | FHEHT T P ¢ ARGER, Tor I 7@ dr
FOFAITR PR Tl MGG AT FR(W ¢ TSI T (| GFIOII TN TSl MEFS IO SR @ oo
TGS I T T | GRITT BN ST @ TR TN RS Pare iz IAGHAT FCT SIS Fi0F SR
TS FAPTZ @ AL R[S AV &2 FCF A |

Rme faorr

e Tt 738 13T eI Ae Tger afed ¢ e afsffims @feg=m MitRrs ewi ¢ T
HGI® IR T I AF | TF Ko Sy I oo @ et @b @i, 3563 qR/5F G,
fesikit srofeam, sqmire afsffy, T AR ¢ (IvrEfie TESR, WEn WSS (@, (©6
Frfeekioa Gif2, MCpae Te 7 G ¢ IPEeTE, SEbRte 3ress it F% O3 JiE 8 Fe Apiwel, fToifasi
RAFEAl 3oiif T fedi ¢ Wfea M 3w 39 ¢ TR, WCES W 8 BF /76T oliq @r=iaa
AT (AT Qe I P! B A |

PARISHT 9T @ O IMFEH 9% S @riifaer (@oreima=izfh) [em
GAFGTIET ST 356 GH/EG G TP @A TR ey I Sifseiiibe sz st «fwifre 2wz
el o ST 03 AT | GRS T (@A TR [Keeca i)/ wivfe Fiecbe gy @i e
I ACE | 93 RO Qi T 201 Sifeaige @i Smie!/sfkseams el o/fa/zsed Tws
CAelT, ST/ ARBERma N G (& e, Sifteige (@ifas Jo7 Famaie O (e To5in ewii,
SiffIge @F=IFE R 363 QH/OIET T BT TG, 363 QHHeER (FRFeRil @@mea arete) Ier
F@ oniAfe, Hfeares TEE sferrt Wz Feifer o=y Fw 970 2% I A |

Srepadre T et

I FIREACS JfF GIFT, T FEaer 8 ifediae P afeg Saea T ST T oS
Ty e A et (@ A IR T O 2@ WF @ AfdFer 8 qrder e, i
e ¢ eifspifas IR FRILSr THRT 8 Terd fraeR @ T, afewr ¢ “&fer eaeq faw 7 s
ot awiw, 3, S95% @ SRS @vedE SR SRR T e AYTOFI, FHRHTET Tmd JAF A513
T AR W BF, FE A AR (ACF AT JIHIF A, I TSTAT G ey sews sAfqoew
AFvowad, TR SCo7 AT IS NI ARG |




NITN 8 TgE o

RN AT 8 Tae [T (T et FIEREN T S ©F T HifET (WreIEs FaF 8 qyiey AfSDIea 76
ofstawe 2, fzfra qiffs afstave (e 8 3afE), (@it afstame (et @ e, TFeeTeaa AT aFmia
Gy Sfferarer TfEE O (@Fe T A |

TIICASCID SHFICHT EET (G2 9) Ko

MICASTID AT PIEGT (qTSA29T) oI SR TR T SBIGHA (GTSAACG M4 [9eind f[feg
RS SRR T TRy TR (l, FFEsrRRee o2y Rueaed fefes sffemreta wf b HiebT e o,
SRR NI HF3 PGSRBS N2 @ FHB Syl A S® T GIR IS LS STFACT (BRI
@S LRI MG A 7 |

B TCFG @etear FFder 9 Feiica (Frawerzeratn [ert

FHFABIET TMFS @RTEHA T T I (Praseiaenain) Ko 3 FIAE 26T T2 SO MW (20 Sty
et M TorfFe SR woTel agesad, Fieeibe MRs F=ifFe [fe-Rda 2o, 6% e ¢ fGaifEn
OF ARYTART @ TA-SZFF T &I, T2 Ty 7w exlifore Pifsefaibe Ies 7ifFe 2teF Ted «F Te!
AFEHIC, ALY BT Fore FFERbE IFs TFe Tk FIAT egeaad, TR FFeiibe s TifFe
O TG SFOTACl, THATH AT (PN AF] T (2o (S wigw a1 [y s 2o1mel g e e $ow
FHET TOITS QWi I AT |

AT et

TSI [N FIARE ZCET ACSIAT 16T (Instant Watch Market Surveillance System) @3 SIS IR
TN real time @ AR AT | ETHAC (FI Q0O TN, FIRANT T STEALST T AR 20 ALEB 56T ;G S,
QR A v R R itz 56 &7 | AT SIS 1 20 7ef2B 3568 qHEE @ [ e
F0q efetame e o1 =3 1| @ e sifraipe Fietikibes srrelfis T ¢ T R[S q Sy Sf~ee
R oM A T WS I AT VI I | &S TP A ove elfstav e wea 1 Fifss il swe
IR T [FYTe 2Area e T ey W8 A= S SR QTIPS [Keier (@qe Fa1 27 | ACSSes
TSI AR CRIE (T S SeRwIdid Wit Sy «ated qeia SIenfer @we, CRIGEd WiN AT Ce @i
TR CHE AR ZPT I, Fiaw s, 2T aivaiee o2y ¢ ¢&d Qi G ARECeA T (insider
trading) ToJW ISR ST ANGFACIT Bl FF A |

e et

IET [{eler e SRR TR R IHRHE ACE-RE MRS NNErER AR it sigadiim
REAIIS! @M, oy SrmeTce FfREe Reeta icage TePRres B s, fiiie faafe egeaad, 230t e
fapita fees nicage {6 Pt w21t @i wivtes s fofes ey agew, Fiwekite e gy
i e 1fAE iema T S Fos witaire affmt wmics e ibRrees T wrfe exge, niee g9z
Ol v | SR ey e @ @iie Bwa, s, For cefbe, simee [fey er @ w@ire e
HIEAS TSNS VI, TR HIfRAT (SIEF AT AfStavs (@3¢, AfF 8 @i eferantad oy FHea
TR Rl agesad, ffey SRT&Rte I (e 2ie Wizl @ifbem e, shmT Fes nEaea
IR SRfer agesa |

QETGS IS T’ B3

QEIGe SiTS F1aTh T3 @3 FEIRE TR & auas wite Faws 27 aws o=y ¥ B S@eeey @ e, Jrees
FEIERIE ECBiest 280 (RuFeizdt) e+ bifke w2l emiw, sfemreita qawae wie Faw o enEeead,
I A ALET W2 @ R g oS &quie, BIl BEF GHbE 13« SIAT BT G g @7 Smeive
Afsfifte MiFereifie afstard ez afirmre emm, sdfearem T2 afedm e exm Mfveeifie dfsar sfaem
FHFS (CAMLCO) AT ST FT G AT THFSIFIAH &lfdrme &wie |




FET TS IS 8 IR LFFR

e Prfsefabe sre «rE FEHT 2008 I T AfeRrea TfHR Kfog g Same fofes s «iw S
FICF I TR [(AfSy 2Ty AFTOI VIR MG G TFACTT FHIGNT QI=CF oA oHMer A<

g SR A T |
RR© 2
TEE TR | SFET AV IR AT

N Preparing the Financial Markets Governance Program (TA-4246 BAN) (LR 2008 - G 00V
Q Improvement of Capital Markets Governance Project IS 2008 - G 2059
9 Capital Market Development Program-Il (PPTA) T2 205D - G 053
8 Enhancing Efficiency of the Capital Market (ADB TA 8228 BAN) CORT R0OR - G R05¢
4 Capital Market Development Program-Iil (PPTA) (ADB TA 8512 BAN) (T 2058 - g 03¢

BICAIECIRICE -

Capital Market Development Program-lil (2 Phase) TA 8994-BAN (SR 05k - G 0%0) &IFFHI WSS
AfRre ST FACF ADB I FAFACE GO TRS! RO ¢o (2o #Rer) fiferm MfEq weirw emie
FA | B A (CSAATTD (@-0 GF QT (15 206 FHT0T IRsrCTa a7 Srgd =g |




%@WWW (55@8 - 05Y)

5593 T TR JeTw 5T 1w I/

yoe8 | M TT AfesE B9 So@y | 1 E5 AR BF oLy | @B SR Frfiee
QIS QTR QI GOTICTT @it R 5%
BT @G fefibe @ sl QTR AT
AT ETIM O J AT “?pf; IETHG
5F GHGG fo1g”
SHU8 | “TT A BH
QIO for8” @ T
35F QHEE forg” A
£

FRToT ATTETE S50 9 TR FRFERBE Ww qwre e afsfis 2ewr 77 s T l/

Gfe | 8w aiee 5B V55 | TR 55F QWY e | e FReRe
Frfa | S G ot T ofrge ffeshbs  fmEe | S0 awwe S
Ty Gfee TN faratr y83f5 @ 2fovr 4% e o
OF | o =, @ o e N - T ST
— sy : FCGER oK BT
AT TRET 289 S.00 &I BT TP G ST T 3P
Bl e
AR TS
2959 - ooV /
Vo9 | e st V559 | T IBF GIHHS IOSE BB 355 GADS
I QIS T SiFrge efsfbe =7
efsfe =7 HrfesRibres e
21 385 W= AEE
TG e 3,eve.80
I BT
ot | ©OF BT GIHHE 000 | CTEE fGoifesi 3008 | 5% «IHHCE fo-yic
S eraeRaricIacy e fEfee IR TN &P =T
(T &% 2 (Ffefam) afsfoe
A S00Y | FAGES e
NRTHASH TS 41 & |

38




W) 2005 - 203 I Jfewren /A

R0

2053

SNV
058

R0C

R0V

R00Y

Q054

BT GIHOETAZ
Corporate Finance

e afsor sar =

R0

FT Feiod
AR ACSSFTH
TSR
(Surveillance
Software) e« 41
EX

09

TTOAT 2050 €2
F1973-T® 2058
AT Free Float
IR R
fefere Tom 2acey

R0N¢

eif#rFel eIt #CHT
f@er3fr-te e
e (g AfSDT
41 =7

R0MC

TR (efrebe Q059
izngwﬁ?‘ﬁﬁﬂﬁﬂiﬁﬁ
ST 4 s

w3 faranfbe

T fRfSer foer
FRGT ARG ACFT
fRra3f-te femifere
it Rerr afssr
A

Q059

LA IS,
FreETea Prfseibe
G GG B
@32 T T @
Tt ST T
MoU =r=fie =1

RO

BIF! 8 BT ToF BT
GGG o
i -

(Demutualized) ¥

09

A AFS
RIBRIMEER RS
e fe=ifeq = 1oy
IS Special
Tribunal ef%éﬁw,

Q058

et Pieekibe sie
GG IR (R
g3 Hfsebe s
GG (@IS o1 3
(SEB) @7 ey el @
SR SRS @it
O G0 ANRTST FE
ki ECES

ffceRime fae
LR @ @A
ElGRAEDIREAeY
SICFIFOF (3T
(I @AQTGT S|
(2RTelR T &R
AT

R0V

Q054

Intemational Organization R0db
of Securities
Commissions (0OSCO)
T fdifae fog
IR TR,
2059, (R

TFACTT FACH So
JRCI (053-2032)
Master Plan 93
FARA

Jreemio rfsefibe
G GHCHG I
IOSCO @ MMoU-9
T I |

OIfePige (@
SCHAH 2T
oA FACHT
NETHAIR e FAT

TR KRR
T ST ZVCSB
BT (RS BT
=T

T ALITR
(AIF-3-IET 9
FRHE o o
@ AT RS
forT FIE@w Srargw
FET

*dq FCATED T
NG ZT LAt
PR T FCATHE
TS (FC oI FAT
|




e ATt eiE=

Market Scenario

1993 Key Indicators 2018
149 Total Number of Listed Securities 572
139 Total Number of Companies 305
6 Total Number of Mutual Funds 37
4 Total Number of Debentures 8
= Total Number of Treasury Bonds 221
= Total Number of Corporate Bonds 1
15,654 Total Market Capitalization (Tk in Million) 38,47,347.80
1.16 Market Cap. To GDP Ratio (%) 17.19
418.75 Composite Index -
= DSE General Index (DGEN) -
- DSE Broad Index (DSEX) 5,405.46
Capital Raising
Capital Raising from June 1993 -June 2018
Sl No. Year IPO RPO Rights Issue Capital Raising Total
Qty BDT in Mill Qty BI;I-I;I:H Qty | BDT in Mill Qty BDT in Mill BDT in Mill
Debt |  Equity
1 11993-1994 14 1656 12 1548 63 2764 5968
15 12017 -2018 13 GRE25 Nil 4 4914.59 226 112165 ‘ 128403.634 | 251015.72
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>.  Securities and Exchange Rules,1987;

2.  Credit Rating Companies Rules, 1996;

9.  Margin Rules, 1999;
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b.  Securities and Exchange Commission (Issue of Capital) Rules, 2001;

».  Securities and Exchange Commission (Over-the-Counter) Rules, 2001;
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M.  Securities and Exchange Commission (Rights Issue) Rules, 2006;

8. Securities and Exchange Commission (Private Placement of Debt Securities) Rules, 2012;

€. Bangladesh Securities and Exchange Commission (Research Analysis) Rules, 2013;

Sb,  Bangladesh Securities and Exchange Commission (Public Issue) Rules, 2015;

4. Bangladesh Securities and Exchange Commission (Alternative Investment) Rules, 2015;

St.  Bangladesh Securities and Exchange Commission (Qualified Investor Offer by Small Capital Companies)
Rules, 2016;

5. Bangladesh Securities and Exchange Commission (Exchange Traded Fund) Rules, 2016;
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STOCK MARKET-CHALLENGES AHEAD

Farug Ahmad Siddiqi
Former Chairman, Bangladesh Securities and Exchange Commission

It is heartening to know that Bangladesh Securities and Exchange Commission completed twenty five years of its
existence and is celebrating silver jubilee. Notwithstanding criticism, the commission made remarkable contribution
to capital market of Bangladesh. This is evident if we look back and notice what stock market was in1993 and what
it is today. | feel fortunate to be a part of this progress between 2006 and 2009. This was an exciting time when
stock market made rapid progress in all areas including turnover, index and market capitalization. The investors
regained a measure of confidence after debacle of 1996 and started coming back to the market. However, | will not
dwell upon reminiscence of the past and would like to discuss current scenario of our market. The market crash of
2010 -11 was a severe blow to the increasing number of enthusiastic but inexperienced investors. The phase
following 2011 must have been a nightmare for the regulators and other stakeholders. After varying degree of
expectations and disappointments, the investors seem to have regained some confidence in the market which
continues to be more or less stable for the last two years.

This confidence building phase is very crucial and difficult especially in our circumstances. Bangladesh stock
market is dominated by small and short term investors who want quick profits. With meager resource base, they
cannot afford to hold shares for long and get frustrated when prices go down. Most of them are inexperienced and
their investment decisions are often based on rumor and greed. In the bearish phase of the market, they get
panic-stricken and start blaming regulators rather than their poor investment decisions. Prices should be
determined by market forces. But in our country, regulators are blamed when price indexes turn down. Over the
years, regulators intervened frequently to maintain price indexes. This has created a perception that SEC and other
regulators are responsible for loss of the investors. This perception is reinforced because regulators often fail to
control market manipulations and insider trading. Manipulations and rumor cannot be controlled completely but
regulators must try to gain trust of the investors and other market players by their action. This can be done only
through impartial and independent decisions, honesty, transparency and ability to withstand pressure from any
quarter. Regulators need to be strong and market friendly. It is important to keep in mind that public perception of
BSEC and exchanges is important for market confidence.

In my opinion, lack of adequate good listed companies remain the basic problem of the stock market. In the last
few years about one hundred companies have been listed. That is not a bad number considering the fact that index
and market confidence remained low in the years following the market collapse. It is not the number but quality of
the new companies that is disappointing. Only few of these companies have satisfactory fundamentals and most
of them are relatively unknown. Current trading price of many of these companies is less than the issue price. This
is certainly frustrating for the investors and for valid reasons. The exchanges and BSEC may study why this
happened and revisit the listing procedure, if necessary.

It is important because listing of many poorly performing companies may have affected overall quality of the market
and eroded market confidence. It may also be useful to examine why better companies are not coming forward to
raise funds from the stock market. There are large numbers of well established Bangladeshi companies which have
not shown any interest in listing. There could be many reasons for this lack of interest. These may include upholding
of family orientation, reluctance to disclose proper financial statements, resistance to corporate governance
practice and continuance of shady tax payments. Moreover, there could be genuine issues like deplorable delay in
listing procedure and IPO pricing policy. Companies with excellent track record would like to have proper price of
their shares. But regulators do not seem to be inclined to approve high premium. There is then the vital issue of




complications and delay in the listing process. Entrepreneurs like to have quick funding for expansion or working
capital. But currently they may have to wait for more than a year to raise fund from the stock market. Therefore
quick bank funding may be a more attractive option for them.

Multinational companies also did not show any interest for listing presumably because they do not need injection
of fresh funds. Besides, bank financing may be more favorable for companies paying cash dividend at very high
rates. Another avenue is the listing of public sector entities. There could be arguments for and against disposal of
government owned shares. But the issue is settled because the government announced its decision for listing of
public sector companies several times. Time frames were announced and ignored. It now appears that public
sector companies are not forthcoming any time soon. Perhaps, there is resistance from the concerned units and
bureaucracy against the move. It is also possible that the government lack strong commitment to prevail over the
resistance.

Current market scenario is not that encouraging. On the whole, the situation is stable. But the investors witnessed
a fall of index in recent months without any hopeful expectation of early recovery. Banking sector is an important
factor for index movement and this sector is not performing well. This has affected the market index substantially.
Stock price movements are also behaving erratically and often these are not consistent with the fundamentals of
the company. In recent months, we observe exceptionally high rising trend of prices in some poorly performing or
average companies without any reason whatsoever. It is interesting to observe that most of these companies have
small capital base where manipulation is easier. This is a strong indication that organized manipulators are behind
this. Rumors and grossly exaggerating information are being spread out to push the prices upward. The
inexperienced and greedy investors are rushing for these shares and would never respond to warnings. There is a
dilemma of the regulators in this kind of situation. On the one hand, ideally regulators should not interfere too often
in the free trading process while, on the other hand, it is the responsibility of the regulators to control manipulation
and they have failed to do so. Because of this failure, they had to resort to the other option of directly interfering and
imposing restrictions. The question is which is the appropriate time for this kind of intervention. Perhaps the
intervention could have been made earlier because the manipulators got sufficient time to quit. At the moment, a
major challenge is to control rumor and manipulation which are taking place rather frequently.

Another problem that needs to be mentioned is the insider trading. There is widespread allegation of insider trading
by many companies. This is a tricky problem for the regulators. Our corporate governance is at the initial stage. In
many companies there is practically no corporate governance at all. Therefore vital information regarding financial
performance and price sensitive information may be available to the influential directors and senior management
persons of the company well ahead of other investors. This is difficult to control in Bangladesh environment and
ethical standard. Even if guilty persons are identified, it is difficult to produce evidence mainly because transactions
are made in the account of others. It is often alleged that some individuals control several B/O accounts. BSEC
lacks capacity to carry out intensive investigation.

In our market the small and inexperienced investors take their own investment decisions. These decisions are
mostly based on rumor and greed for quick profit. This behavior gives the manipulators an opportunity to exploit
them. Preferably the inexperienced investors should invest through mutual funds. But most of the mutual funds are
inefficient and lack professionalism. So investors are reluctant to invest in mutual funds. Besides our small investors
are short term traders expecting profit within days. So mutual funds do not attract them. Activities of the mutual
funds may be investigated and an action plan taken to improve their efficiency and acceptability. Investment
through professional mutual funds may largely help stabilize the market. Institutional investors, other than mutual
funds, could contribute towards market stability by mature and professional investments. But unfortunately, many
of these investors also are not sufficiently professional and are engaged in short term trading and quick profit like
others.




Only product Bangladesh stock market offers is equity. Bond market is practically absent. There is no derivative
product. Discussions about derivative products are taking place for many years. But there has not been any visible
progress. It appears that before derivative products are introduced, number of listed companies should increase
significantly. More companies with commending track record and reasonable corporate governance practice need
to come within the fold of stock market. This may be the priority. Once this is done, introducing derivative product
may be easier. However a coordinated action plan may be needed to activate bond market. This needs a close
understanding between Bangladesh Bank and BSEC. Unfortunately this is not happening. Stock market is a
sensitive area. Therefore close understanding is necessary among Ministry of finance, Bangladesh Bank, NBR,
BSEC, IDRA and Registrar of Joint Stock Companies and Firms before any of them take decisions that may affect
the stock market. This is being urged for many years. But probably there has not been much progress towards a
coordinated approach.

Credible financial disclosure by the listed companies is a crucial and complicated area. There have been some
improvements in audit quality in recent years. But much more needs to be done to generate confidence regarding
financial disclosure and audit quality in order to generate confidence among the stake holders. Financial Reporting
Council was established before a year or so to regulate accounting professionals. Obviously some time will be
needed to organize activities of the council. The job of the council is enormous and extremely professional. The
council may start working with speed and urgency so that its presence is felt as soon as possible. Establishment
of the council will be worthwhile only if it can contribute towards improvement of the accounting professions.

Performance of the stock market is expected to be linked with the overall economic performance of the country.
This is not happening in Bangladesh. Stock market seems to be an isolated area run by the whim of the vested
interest and dominated by inexperienced small traders. It is difficult to regulate this kind of market unless it attains
more depth. It may not be irrelevant to cite the examples of 1996 and 2010. On both the occasions the market
crashed while the economy was performing reasonable well. These crashes were due to inexperience, greed of
some organized groups, regulatory failures and lack of coordination between BSEC and Bangladesh Bank.

| am constrained to say that | am expecting a gradual improvement of the market but foresee no dramatic
improvement. Performance of the stock market will ultimately depend on private sector investment and demand of
fund in the industrial sector. Unfortunately our private sector investment has not been dynamic in the last few years.
The private sector investment scenario is dominated by long term bank financing and this may continue to be so
as long as banks have sufficient fund to finance upcoming industrial undertakings. It is expected that in the near
future there will be rapid private sector investment and banks will not be in a position to offer long term funding with
their short term deposits. At that stage, stock market is likely to flourish. Hopefully that is not very far.

Finally | have to admit that | am not a stock market professional and this is not an erudite piece of writing. This is
merely a summary of the existing state of affairs from my personal view point. These problems are known to the
regulators, market intermediaries and informed investors. There will always be challenges and these need to be
solved by concerted efforts. | thank the Commission for requesting me to send a write up on the grand occasion
of its silver jubilee and hope that the Commission will be able to meet the challenges successfully and lead the
country towards economic prosperity.
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8. TPFOIFAT ABF MR

T TBOFAT ST (B WIS TAWH 1 fHAEI-T8 W W32 (72 AN QLTSI T TS TF SR @
o3 BREA-5 @ (TAIAT TR So58-5¢ (AT wHU-3q AT ITF @ wafe (F 20 IRET | (18 AL T @
e Taree Afyri e T a8 ATHIEE T |

BRE- : wifdE Trged, w8 R s MR

FY SS of GDP (%) at CP SGR of GDP (%) at CP Savings Investments

Fl MI(B) | Ins | OFA Fl MI(B) Ins OFA GR S(D) S(N) Tl Publ | Pvtl
2o58-5¢ 5.6 | 5.9¢ | 0.05 | 0.08 €.0d | 9O Sr.0€ | 59.09 | 8.59 | d9.5 9.5 59.5 | v.A4 3.8
2O5C-dY 5.&b | 3.0 | 0.2 | 0.0C 8.b-q >.58 S0 | 8L.OY | 8.u | 38.9 0.0 | R0.0 | VL8 NOURV)
do5L-59 S.¢b | 5.3 | 09 | 0.09 .58 Q.98 SO.Rb | 898 | €95 | S¢.5 0.9 | R0.9| 9.0 5.9
2959-Bb | 3.¢9 | S._RY | 0._¢ | 0.094 €¢Rq | 9.8d 38.5¢ | L.¢o | €.x9 | >4.8 Db DY [ L8 M@V
Sob-dd | S.¢b | 5.8 | 0.4 | 0.094 €.80 | w.beE M.0¢ | V.o | 8.ba | 4.4 QXY [ RWR | L9 Se.¢
dodd-00 5.€9 | SR | ob | 0.094 ¢.€co | ©.¥9 29,05 | .68 | €.58 A 0.5 .0 | 9.8 M@V
000-0)Y S.€9 SR 0.9) 0.09 €.¢8 8.0 39.8Y | -0.09 | €.R9 .o .8 9.d R N4
200%-0% S.U) | SRR | 0,99 | 0.0V V.90 €.8 SOC | R0C | 8.8 | . 0.8 R0.D | L8 Su.b
R00R-09 | SO | SR | 0.98 | 0.0Y L.Lq €.®d 20D | RO | CRY | Y R8.5 | 0.8 | LR 24.R
R009-08 | M€ | 5.9 | 0,9¢ | 0.0Y q.0R | L.qQO b.0Y CRoN L.Ra | .G R¢.8 8.0 | L A
R008-0¢ .U 5.R4 | 00Y | 0.0V b.oR .93 b.\08 b.@d ¢.5Y R0.d RE.b R8.¢ Y. Sbr.o
R00G-0Y | 9.5 | YA | 0D | 0.8 [ RQ.bo | W09 | RW.RR | ALY | LLg | D8 RAb | RS | &Y R0.Y
Q00V-09 | V.05 | RV | 0,09 | 0.3¢ L.8Y 8.48 Sbr.abr | 38.59 | Q.0b | W.br R4 | W] | &S D
2009-0b | 9,09 | UE | 0,98 | 0.5 9.5 R0 M. | LR | VL.od 5.9 Q4.5 | W. | 8.¢ Q3.9
00b-0% bbb | V9o | 0.9» 0.9% -0.09 | -9.50 .99 | RB.0Y | ¢.oC Q0.8 .9 V. 8.9 WD.D
R005-50 | bbb | AW | 0.89 | 0. L.RE | 9.5 3.0 | 9.9 | €.€Q | 0.5 RW.¢ | W.x | 8.9 DY
2050-3) 2.5 | 0Q | 0.8% | 0.30 | 50.88 | .5V VUS| -2.¢8 | L.8Y | 0.9 .0 | R4A.8 | ¢.© W
R055-5 OO0 | UL | 0.85 | 0.05 | 58.QY | 5q.L) 8.8 VO | L.ER | W WD | WO | e R.C
Q0d-59 V.00 | Q9 | 0,95 0.3b .99 Yo0.»9q 0.1 .58 L.0d R.0 90.¢ .8 LY 0.9
Q039-38 | ©V8 | RAD | 0.99 | 0.3V .24 | b0 S.¢¢ VLY | bob | WD W | Wy | LY RR.0
R038-5¢ | 0. | b8 | 0.0Y | 0.0 9.9 | b.85 90.5¢ 8.bb | L.EE | W.R W0 | W.d | L EUW
R03G-5Y | ©Od | bbb | 0,98 | 0.59 Q.48 b 0.¢8 8.¢8 9.3 | R¢.0 Yok | RW.q | V.9 0.0
Q004-59 | 98¢ | DY | 0,93 | 0.59 5.9% 5.0¢ 2.0¢ 5.0Y | QR | WO W.Y | vo.¢ | 9.8 0.5
2059-5%" q.9¢ 0.¢ | b.R 0.9
2056558 q.bo 0O.¢ | .8 REC.R

NOTE: FY= Financial Year; SS of GDP (%) at CP= Sectoral Share of Gross Domestic Product (GDP) in % at Constant Prices (Base Year:
1995-96 from FY1994-95 to 2004-05, thereafter Base Year: 2005-06) of the sector “FINANCIAL INTERMEDIATIONS” (M) that consists of
“Monetary intermediation (Banks)” [MI(B)], “Insurance” (Ins), and “Other financial auxiliaries” (OFA). SGR of GDP (%) at CP= Sectoral
Growth Rate of GDP in % at Constant Prices (Base Year: 1995-96 from FY1994-95 to 2004-05, thereafter Base Year: 2005-06) of the sector
“FI” that consists of “MI(B)”, “Ins”, and “OFA”; GR = Growth rate (%) GDP. Savings= Domestic Savings [S(D)] and National Savings [S(N)]
as a percent of GDP [all are at current price for computing percentage]. Investments= Total Investment (Tl), Public Investments (Publ) and
Private Investments (Pvtl) as a percent of GDP [all are at current price for computing percentage]. P = Provisional; and B = Budget.

@Q"T 8 Bangladesh Economic Review 2005 (pp. 250, 253 & 254); Bangladesh Economic Review 2010 (pp. 260, 263 & 264); Bangladesh
Economic Review 2017 (pp. 269-270 & 275-278); Budget Speech 2018-19, p. 122.
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CURRENT STATUS OF CAPITAL MARKET OF
BANGLADESH-RELEVANCE TO THE ECONOMY
AND THE WAY FORWARD

Arif Khan
Former Commissioner, Bangldesh Securities and Exchange Commission

Capital market is globally accepted to be a leading indicator of the real economy. It reflects investors’ expectation
regarding the future of the economy and corporate profitability. Capital market interlinks general people to the
entrepreneurs, letting the former have a share of the latter’s fortune in exchange of investment. A 21st century
modern economy can'’t exist without the presence of a vibrant capital market. In this article, we would attempt to
assess the current situation of the capital market of Bangladesh, how it is contributing the economy, recent
regulatory developments and narrate some policy recommendations that may help make the capital market a more
structured and vibrant one.

Current state of the capital market in Bangladesh

Index: Broad index DSEX is in an upward trajectory. During 2015, 2016 and 2017, the broad index return was -4.8%,
8.8% and 24.0%, respectively. During the first half of 2018, market faced a decline of 13.4%. However, after stellar
return in 2017, some level of market correction or flat movement in 2018 may be considered normal. Interest rate
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Figure 1: Broad index DSEX since inception

spikes in the beginning of the year precipitated stronger than expected correction. Depreciation of Taka against US
Dollar also caused some foreign fund managers to cut Bangladesh capital market exposure. Net foreign investment
at DSE turned negative up to June 2018.

Turnover: During 2013-2016 average daily turnover hovered between BDT 4.0 (USD 47.8 mn) to BDT 5.0 bn
(USD 59.7 mn). However, it soared up to BDT 8.7bn (USD 103.9 mn)in 2017. In 2018, the daily average turnover
went back to its average level and amounted to BDT 4.6 bn (USD 54.9 mn).

Market Capitalization: The equity market has grown larger in absolute term over time. At the end of 2013,
equity market capitalization of Dhaka Stock Exchange Limited (DSE) was BDT 2,056.7 bn (USD 24.6 bn).




With addition of new stocks, and increase of valuation of existing stocks, total equity market capitalization at the
end of June, 2018 stood at BDT 3,254.5bn (USD 38.9 bn), which is 1.6x higher than that of 2013.
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Figure 2 : Equity market Capitalization in DSE (BDT bn) Figure 3: Average Daily Turnover in DSE (BDT mn)

Largest sectors by market capitalization:

As of June 2018, top tensectors in combined captured 94.0% of the total equity market capitalization, and other
ten sectors contribute the remaining 6.0%. Bank contributed 17.3% to the total equity market capitalization, while
Telecommunication contributed 16.8%, Pharmaceuticals & Chemicals 16.1% and Fuel & Power 12.3%. The largest
company in DSE is Grameenphone Ltd. with market capitalization of BDT 525.1 bn (USD 6.3 bn), which was 16.2%
of the total equity market capitalization, as of June 2018. Local pharmaceuticals company Square Pharmaceuticals
Limited followed next with market capitalization of BDT 216.1 bn (USD 2.6 bn), which was 6.7% of the total equity
market capitalization.

173%168%1610/

123%
8.5%
° 65% 5.9% 6.0%
° 6% 36% 34% ©
I g |
192.7

I || | [

5599 5 521.6 3975 276 03 1903 1175 1152 1091

| | - - | | | |
X 5 ho T [®)] = 2] %)
5 ¢ o & £ & = 3 ©
m o < z o = Py o <
o o3 < 8 [ © (@]

f ko] g o

) 8 I 3

L L 2

i i SN
Telecommunication IB

Pharmaceuticals & Chemicals I

m Market Cap (BDT Bn) @ % of Total Equity Market Cap
Source: DSE, IDLC

Figure 4: Industry wise market capitalization (BDT bn) and contribution to the total equity market capitalization(%)




Contribution of Government owned companies to Total Market Capitalization in comparison to
government contribution to GDP:

Government’s contribution to the country’s GDP has shown upward trend over the years. As of June 2018, Govt.
contributed 14.7% to the GDP, which was only 10.4% in 2011. However, the contribution of govt. owned companies
to the total equity market capitalization has been declining since 2013. The last govt. owned company to be listed

was Bangladesh Submarine cable Company Limited in
2012. Currently, there are 18 listed govt. owned
companies in DSE which contribute only 6.1% in
combined to the total equity market capitalization as of
June 2018, whereas Government’s contribution to GDP
stands at 14.7%. Since 2013, the contribution of the
govt. to the equity market gradually decreased due to
lack of new govt. issues and the underperformance of
the large govt. companies compared to the
performance of the overall market over this years.
Resultantly, government’s massive contribution to the
economy is under represented in the equity market.
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Figure 5: Contribution by Govt. to economy vs equity market

Comparison of the capital market of Bangladesh with that of Peer economies’
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Figure 6: Mcap/GDP
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Equity market capitalization to GDP ratio (Mcap/GDP) is a good indicator to compare the size of the market among
different countries. Our market is quite small compared to our regional competitor countries. Total market
capitalization of equity and debt instruments in Bangladesh was USD 45.6 bn as of June 2018, whereas in India
total market capitalization was USD 2,219.6 bn. The Mcap/GDP ratio of Bangladesh is only 14.5%, compared to
85.6% in India. Bangladesh has the lowest Mcap/GDP among all peer countries. While, this indicates a great
potential to grow for the market, it also raises the question that why the ratio remained so low, compared to the

peer countries.

Meanwhile, overall market P/E in Bangladesh is 15.3x as of August 29, 2018, which is lower compared to regional
peers except for Pakistan. That indicates that our market is more attractive in terms of valuation level compared to

our peers.




Contribution of the capital market to economy
Value creation by capital market
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Figure 8: Value of BDT 100 invested in the aggregate market in 2000

Worldwide, multiple academic studies have proven that in a long term horizon, equity as an asset class provides
maximum return to the investors.

Let’s consider a hypothetical example. If an investor could invest BDT 100 at the end of December, 1999 in the then
broad index DGEN, the value of his/her investment would stand at BDT 865 in December, 2012 the year DGEN was
discontinued in favor of a new and improved index DSEX. Later, if the same investor could invest the accumulated
sum of BDT 865 in the new broad index DSEX, the value of his/her investment would stand at BDT 1,112 in July,
2018. The hypothetical investor could earn a phenomenal annual return of 13.9% over the entire investment
horizon, if he/she could invest in the broad market as a whole. The outstanding return would occur despite the
stock market collapse in the end of 2010, and the following depressed years.

Such tremendous return opportunity is aligned with global findings that equity returns outperform the return of all
asset classes over a long horizon. However, individual investors in Bangladesh often make hasty investment
decisions with very little or no company analysis and even based on rumors and speculations, which deprive them
of the market return and even lead them to capital losses.

The Size of the financial sector of Bangladesh relative to GDP

Country Financial Sector/GDP
Bangladesh 86.1%
Emerging Markets 195.4%
World 379.7%

Source: IMF Global Financial Stability Report 2014

The overall size of the financial sector relative to GDP is in
the lower side in Bangladesh, when compared to global
and emerging market averages. Financial sector as a
percentage of GDP is 86.1% in Bangladesh, while

according to IMF’'s Global Financial Stability Report of 80%
April 2014, it is 195% for the emerging markets and 380%
for the world. Equity capitalization of the listed companies BankAssets  m Equity m Debt Securities

is 16.9% of the sum of total bank assets and equity | gqyrce: Bangladesh Bank, DSE, IDLC
capitalization of listed companies in Bangladesh as of June
2018.

Figure 9: Composition of the financial sector of Bangladesh
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However, the primary role of the capital market, which is providing capital to the companies is under-flourished in
Bangladesh
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Figure 10: Vietham’s Equity Mcap/GDP

Mcap/GDP ratio of Asian Frontier markets (excluding Kuwait) is
38%, well above the 17.2% ratio of Bangladesh. One particular
country from that cluster, Vietnam, which is a major competitor to
Bangladesh in the export market, has seen its Mcap/GDP ratio
steadily rising since 2011. Vietnam’s Mcap/GDP ratio has more than
tripled from 16% to 52%, during 2011-17, while in Bangladesh it
declined by 9.0 percentage points during the same period.

Figure 11:Asian Frontier market's aggregate Equity Mcap/GDP
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Figure 12: Equity Mcap/GDP of Bangladesh

Equity issuance since 2010, compared to Industrial loan disbursement by Banks:

Since 2010, a total of BDT 108.5 bn (USD 1.3 bn) capital has been raised through equity issuance in Bangladesh,
whereas according to Bangladesh Bank (BB), the banking system disbursed industrial loans amounting to BDT
621.6 bn (USD 7.4 bn) in 2017 alone. The amount of equity issuance in Bangladesh has been very low compared
to its regional peers. In 2017, equity issuance in India, Vietnam, Malaysia and Thailand was 149.0x, 21.0x, 12.0x and
20.0x higher than that of Bangladesh, respectively. The difference in the amount of equity issuance is quite
disproportionate even considering for the larger sizes of the economies of the said countries.
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Figure 13: Equity Issuance in different countries 2016-17 (USD Mn)
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Figure 14: Equity Issuance in Bangladesh (USD Mn)
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Bond Issuance in Bangladesh and Peer countries:

374,198

Bangladesh has no structured bond market. Currently
there is only one corporate bond listed in DSE, with a
market value of BDT 2.8 bn (USD 33.3 mn). Whereas
in India, Malaysia, SriLanka and Indonesiathe total
value of listed bonds was USD 379,072 mn, USD
619.2 mn, 89.9 mn and USD 183,872.4 mn,
respectively in 2017. In 2016, total bond issuance was
81.7x higher than total equity issuance in India, which
was 48.6x in Indonesia and 10.0x in Thailand.In
majority of the countries of the world, bond markets

280,067
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are significantly larger than equity market. Whereas in 0 o
Bangladesh, there is no issuance of corporate bond Il s o N o
N |

through exchanges in recent memory. But, if
corporates could directly borrow from the general
investors that would significantly reduce the
dependency on Banks for debt financing. Bypassing
the banks, corporates could borrow from the investors
at a cheaper rate, which could play a significant role in reducing interest rates to single digits.
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Source: WFE m2016 w2015

Figure 15: New bond issuance in different countries 2015-2016 (USD Mn)

Investors’ participation in the market:
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Figure 17:Individuals' Access to Capital Market Figure 16: Mutual Funds AUM/GDP

Keeping in line with the smaller size of the capital market, investors’ participation in the local capital market is still
very low. In Bangladesh, only 1.6% of the population has access to the capital market. In India and China, the
percent of population having access to the capital market is 2.0% and 6.0%, respectively. In the world’s most
advanced economy USA, 55% of the population has access to the capital market. It means that a vast majority of
population remains outside of the capital market. Due to lack of proper knowledge, investment products and
channels, the general people can not take the share of growth in the capital market.

Institutional presence in the capital market is low as well. Globally, mutual funds are one of the most popular
investment products for individuals and institutions alike, to channel funds to capital market. Thus, they become
one of the largest investors in the capital market, and their Asset under Management (AUM) covers a sizeable
portion of the market capitalization. In Bangladesh, Mutual Funds” AUM/GDP ratio is only 0.6%, while in India the
ratio is 15.1%, in Pakistan 1.6% and in USA 96.7%. Lower level of AUM/MCap ratio of Bangladesh suggests lower

level of institutionalization of capital market.
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Recent policy level developments in the Bangladeshi markets

There have been some important regulatory developments in the local capital market in last few years that helped
the capital market advance significantly. These are—

a.

Demutualization Act, 2013: A milestone development in country’s capital market, legally separating
management & ownership of DSE.

BSEC being ‘A" Category member of I0OSCO: BSEC was elevated as an ‘A’ category member of
International Organization of Securities Commissions (IOSCO)

World class, cutting edge surveillance system: In 2012, BSEC deployed a state of the art surveillance
system to detect manipulative activities in the market.

Special Tribunal: The government established a special tribunal for seedy disposal of cases related to the
capital market in early 2014

Public Issue Rule, 2015: New Public Issue Rule ensuring more disclosure and better price discovery
process.

Corporate Governance Guidelines (CGG): BSEC formulated a Corporate Governance Guidelines to
establish best practice standards for the local market.

The Strategic partnership between Dhaka Stock Exchange and consortium of the Shenzhen Stock
Exchange (SZSE) and Shanghai Stock Exchange: After a long search for strategic partner by Dhaka Stock
Exchnage, a consortium of the Shenzhen Stock Exchange (SZSE) and Shanghai Stock Exchange has
been selected by the DSE board. The partnership is expected to open a vast window of opportunity for the
premier bourse in the coming days.

Policy Suggestions

Being a Frontier market, capital market of Bangladesh faces many challenges that inhibit the true potential of the
market. Through adequate appropriate policy making, the challenges can be overcome gradually and the capital
market can be utilized more efficiently and effectively. Here are some potential policy suggestions:

a. Improving Governance: This is the single most important factor for the development of the local capital
market. Unless the governance situation improves, capital market won't be considered as a good and trusted
investment opportunity for both individuals and institutions. While emphasizing on good governance following
issues should be brought into highlight:

Protection for minority interest: Retail investors are the minority shareholders, with little or no say in how
their companies run. Sponsors are the majority interest with actual control of the company. The sponsors
are supposed to run a company as such, interest of both majority and minority owners are protected.
However, at times, majority owners run the company in a way that benefits only themselves. Sometimes,
sponsor controlled boards are found to be investing profit in sub optimal projects, avoiding paying cash
dividends to the investors. Majority owners of such companies do ensure their own return in various ways,
like under-reporting income or related party transactions. Misusing their prievelege to have access to
insider information, majority owners often front run their minority counterparts. Such ill governance practice
deters retail investors and create a fundamental barrier to the establishment of our capital market as a fair
market and a substantial source of financiing for corporate Bangladesh.
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- Integrity and availability of financial disclosure: The integrity of the financial disclosure made by the
listed companies must be ensured. Strict application of The Financial Reporting Act, 2015 is a must to
ensure the integrity of financial information. Adequate measures should be taken to penalize the
companies that misrepresent their financials. In case of discovery of falsified information in audited
financial Securities statements, auditor should also be held accountable along with the management
and the board. The regulatory body can bring them under strict radar and penalize them with a fine
commensurable to the fruit of their crime.

Companies should be enforced to arrange quarterly analyst conferences and grant them company
access. This will not only promote transparency and boost confidence but also will help companies
understand whether it is in right strategic direction. Companies can also find useful insights and
recommendation from investment thesis of different research analysts.

- Making active investor relations department mandatory: Most of the companies do not have
such departments and even if some of them have, they exist on paper only. But, it is quite obvious
that it should be mandatory for listed companies to maintain a high powered investor’s relations
department that would ensure proper communication between management and the providers of
equity capital.

- Ensuring capacity and independence of independent directors: The presence of independent
directors in the board helps increase the transparency and accountability of the companies. However,
effectiveness of their presence depends on their qualifications and actual independence. The
government through its regulatory arm, BSEC may consider creating and nurturing a pool of renowned
senior professionals as eligible independent directors who are well informed about their roles and
responsibilities as independent directors.

- Combating insider trading: Insider trading puts the common investors in disadvantageous position.
All the listed companies should be compelled to maintain necessary firewalls within different
departments to protect price sensitive informations. Effective legal measures should be in place to
identify and penalize insider trading. Monetary punishment should be set in such way that would wane
the attractiveness of insider trading.

- Empowering BSEC more to fight market manipulation: BSEC has been continuously working for
the improvements of the capital market and has presented us with a number successful initiatives till
now. BSEC needs to be even more empowered in terms of human resource quality and quantity and
technological support. The regulatory body needs to be properly equipped to set exemplary
enforcement of adequate punishment for any kind of non-compliance. As we expect our market to be
larger and more developed, we need to empower the commission, so that it has the arsenals to fight
the challenges that ensues a developed market.

b. Rationalization of Risk free rate: Risk free rate is a basic building block of all the investment returns in an
economy. Essentially, it means the rate of return an investor would get on a risk free investment, i.e.
investment with the government. However, in Bangladesh National Savings Deposits (NSDs), which are
effectively risk-freebeing backed by government, offer much higher rates compared to other risky
investments. The 5 year NSD rate is 11.28% in Bangladesh, while weighted average bank deposit rate
hovers around 6.0% (Bangladesh Bank, June 2018). A rational investor should never invest in risky bank
deposits at an interest rate of 6.0%, when government offers a much higher guaranteed return. This
economic imbalance bars the efficient mobilization of money in the capital market as investors are not
properly compensated for bearing risks. Reconsideration of the NSD rates as such they are aligned with the
market interest rate is necessary to combat this problem. Moreover, adequate control measures should be
in place to deter the institutions from investing in NSDs and ensure the access of NSDs to the intended
people only.




c. New Products introduction and popularization: New product development and creation of active

markets for such products can increase the size of the financial sector as well as individual and
institutional participation. Some new and existing promising products that can enrich our capital market
are as follows:

- Mutual Funds : A pool of fund formed with the contribution from individual and institutional investors
to invest in capital and money market securities. Recently, theres has been a surge of new asset
management companies and mutual funds in the market, which is a good sign of growing institutional
involvement in the market.

- ETFs : A marketable security that tracks any particular index, or any other securities. It trades in the
market like common stocks, hence the name exchange traded funds. It allows investors to take
exposure in the entire market or industry, rather than a company, thus reducing risk for the investor. The
regulator and stock exchanges are showcasing strong drive to introduce ETFs in the market.

- Bonds : A bond is a fixed income investment, which is often tradeable in which an investor loans
money to an entity in return of fixed interest rate. Over six decades have passed for Dhaka Stock
exchange, yet we do not have a vibrant bond market.

- Derivatives : Derivatives are financial securities whose values change in relation to the change in the
value of the underlying assets. Derivative securities can be of many forms like Forwards, Futures,
Options etc. Derivatives are extremely powerful financial securities that can magnify both the return and
loss of the investors in multiple magnitudes. While we need such instruments to provide hedging
options in the market, we need to be very cautious in introducing such products, so that only investors
with full understanding of these prodcuts can deal with it.

- Alternative Investments: Alternative investment products include Private Equity (PE), Venture Capital
(VC) funds etc.The regulator has recently formed the Alternative investment guidelines, and we are
seeing many instutions coming forward to create a VC/PE space. While foreign investors appreciates
the initial guidelines, they also expect that few amendments may help make it more prudent to render
the full blown benefit to the economy.

d. Increased Institutional Presence: Institutional presence in the capital market needs to be increased by

popularizing mutual funds in the country. As mentioned earlier, the size of mutual fund asset under
management is very small compared to other peer countries, proper initiatives should be taken to make this
industry thrive. As investment through mutual fund is managed by professional investors, which ensures
more stability in the capital market.

. Pension Fund: According to the Global Pension Asset Study 2018 the size of global pension fund asset
was USD 45.0 trillion and in India the pension asset size was USD 120 bn (4.9% of GDP) as of 2017.In
Bangladesh only government companies have pension schemes. The pension expenditure required for FY
2018-19 has been estimated to be BDT 260.5 bn (USD 3.1 bn) (5.6% of the proposed budget), which was
BDT 136.9 bn (USD 1.6 bn) (3.7% of revised budget) in FY 2017-18.Every year this big amount of pension
liability is met through direct allocation from budget. As more government employees retire, government’s
increasing pension payment would create tremendous pressure on government coffer. However, if
government creates an pension asset against this liability through pension funds, it will generate return on
investment and reduce the budgetary allocation to this segment. Moreover, the pension funds will also
increase the money flow in the capital market as the fund will different assets classes e.g. equity, bonds,
mutual funds etc.




Recently, government has expressed their plan to introduce universal pension scheme which will also
cover the working population in the private sector. Though the implementation of such scheme will take
time due to necessary policy making and structural set up, this will definitely increase the overall pension
amount. An established pension fund systemis essential to the implementation of the scheme. In line of the
global practices, such pension fund can be a large player in equity and bond market.

f. Listing of Large government and Private Companies: The number of listed companies at DSE is only
308, where it is 901 Bursa Malaysia and 5,616 in Bombay Stock Exchange. Despite the tax incentives
offered upon listing, large government and private companies have been reluctant to get listed in
Bangladesh. This issue demands more attention to identify the motives behind not availing the incentives
of listing by the compnaies of Bangladesh.

g. Greater co-ordination among the regulators: Decisions by various regulatory bodies have been seen to
exert significant impact on the capital market. Greater co-ordination among different regulatory bodies like
BSEC, BB, NBR, BERC, RJSC, IDRA, DSE & CSE is necessary to attain a balance between protection of
interest of the general people, government and investors.

The capital market of Bangladesh is yet to reach its full potentials as a sizeable market for financing and value
creation. With the help of the prudent measures taken by the government and BSEC, the capital market has
recovered from the collapse in 2010. Now is the time to look to the future. The amazing economic development of
Bangladesh is not fully reflected in the capital market. We need to help this market evolve into a market with a wide
range of products, with vibrant participation of individuals and institutions, growing in line with robust economic
growth of Bangladesh. We believe that in the future this equity market will be a place where high level of
governance prevails, which is suitable for a middle income nation. The government has the opportunity to usher in
that bright future.
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FINANCIAL LITERACY ROLE OF REGULATORS
NEED A NATIONAL STRATEGY
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Abstract

Financial literacy has been the subject of close attention by regulators and researchers over recent decade
particularly for retail investors in stock market to make informed judgments and decision as the stock market is
becoming increasingly complex and diverse. Financial literacy is also important to institutional investors such as
mutual funds, merchant bankers’, stock brokers/dealers. Major failures in the stock market in many countries have
been attributed to poor financial literacy of both retail and investors in terms of investment and decision and
resource allocation. International Organisation of Securities Commissions (IOSCO) and researchers have
recognised that investors can be protected by enhancing their financial knowledge using different teaching and
learning methods. The securities regulators across the world including Bangladesh Securities and Exchange
Commission have emphasized to promote investors education and financial literacy. The method of delivering
financial literacy program varies across the audiences in different jurisdictions. There are instances that other
regulators such as central bank, insurance regulators, retirement fund commission, ministry of finance and ministry
of education provide financial literacy program jointly with the securities regulator. This article highlights the demand
for a national strategy to enhance financial literacy across the country.

Introduction

Bangladesh capital market has around 3 million investors who have limited financial literacy. Increasing interest in
development of the capital market in Bangladesh, and investor’s lack of financial knowledge have heightened the
need for promoting financial literacy. Bangladesh Securities and Exchange Commission (BSEC), the regulator of the
country’s capital market, has taken a timely initiative to enhance investors’ awareness on financial literacy. This
article attempts to provide an overview of financial literacy and the role of regulators in promoting financial literacy
and a sound financial market. The purpose of this article is to understand the fundamentals of financial literacy and
the role of regulators in this respect. To understand the fundamental of financial literacy, the article first discusses
definition of financial literacy provided by different organization and scholars. The article also provides a brief
discussion on the role of regulators in promoting financial literacy in different jurisdictions and highlights the need
for a national strategy.

What does financial literacy mean?

The term ‘financial literacy’ is a wide-ranging concept, not just limited to understanding to determine the rate of
return on investment in securities. This refers to different things to different people in different perspective. There is
no a single definition that captures the broader concept of financial literacy. Therefore, different organisations and
scholars have provided various and mixed definitions. OECD defines financial literacy as ‘the process by which
financial consumers/investors improve their understanding about the financial products, concepts, risk and
through information, instructions and/or objective advice, develop the skills and confidence to become more aware
of financial risks and opportunities to make informed choices, to know where to go for the help, and to take other
effective actions to improve their financial well-being’. OECD’s definition has not only focused on financial
products, but also concerned with broader aspects of financial well-being of a person, which includes saving,
budgeting, investing in non-financial product, banking and insurance and overall financial planning. This represents a




reasonable reflection of the key elements that are generally agreed should be included. It is particularly important
to note that this definition goes beyond financial knowledge to include attitudes and behaviour. Financial capability
is often used in place of financial literacy because it clearly includes these additional elements beyond knowledge.
Lusardi and Mitchell define financial literacy with a broader perspective as “peoples’ ability to process economic
information and make informed decisions about financial planning, wealth accumulation, pensions, and debt.”"Many
others refer ‘financial literacy’ to knowledge and skills of financial consumers, which help make financial decisions
for their well-being.

International Organization of Securities Commissions (I0OSCO), the global standard setter for the securities markets,
views financial literacy focusing on education and information needs of individuals (i.e. retail investors’) who
participate in the securities markets. IOSCO defines financial literacy as the “understanding ordinary investors have
of market principles, instruments, organizations and regulations.” IOSCO recognizes financial literacy as investor’
protection as it is the main task of regulators. IOSCO also emphasizes the role of regulators in this respect.
However, IOSCO reports that some countries have broader aspects with respect to financial literacy and while
others are concerned with education of investors particularly in securities market. It is also evident that in some
jurisdictions securities regulators and other organisation such as central bank, insurance regulators, ministry of
primary education and ministry of finance have been promoting financial literacy separately.

Why are Regulators Central in Financial Literacy Related matter?

Role of regulators in promoting financial literacy is critical in educating individuals. There is no one-size-fits-all
model for investor education and financial literacy programs. Strategy towards literacy program is subject to the
country’s mission and the level of financial literacy. According to the survey of Standard & Poor’s in 2015, financial
literacy stands the highest in Denmark, Norway and Sweden (i.e. 71%) in the world where Bangladesh and India
have only 19% & 24% financial literacy respectively; and Yemen has the least at 13% .

Regulators have the unique ability and expertise to “look inside the securities industry” to identify and understand
factors that shape market outcomes and business models, including structural and other competition issues,
information problems and misaligned incentives (Hamedi & Sayeedi, 2018). The reasons that puts regulators at the
core of financial literacy related actions is based on principle 4, key issue 5 of the International Organization of
Securities Commissions’ (I0OSCO) principles, which asserts: “Regulators should play an active role in the education
of investors and other market participants.”

According to I0SCO, securities regulators are central in financial literacy related actions for the following reasons:

1. Independent and unbiased: Securities regulators are uniquely positioned to provide unbiased investor
education, including, for example, information and tools to help retail investors understand investment
products, work more effectively with intermediaries and take steps to avoid falling victim to fraud.

2. Access to expertise and data: Regulators have extensive expertise and experience in securities, market
structure, and investment product regulation.

3. Unique insights into workings of the markets: Securities regulators can leverage this experience and
insight to develop targeted investor education programs.

4. Direct impact through regulatory action: A wide range of tools give securities regulators the flexibility to
determine the most appropriate approach to address investor protection, whether it is through investor
education and financial literacy programs, and/or regulatory action.

5. Well positioned to take on a leadership role: As part of national and local strategies, securities regulators
may have opportunities to take on key leadership roles in specific areas of investor education and work in
partnership with other organizations.




Initiativesin promoting financial literacy around the world

Emphasizing the need for financial literacy, many countries both developed and developing, have launched financial
literacy programs. The OECD has brought out following recommendations on Principles and Good practices for
financial awareness:

i)  Governments and all stakeholders concerned should promote unbiased, fair and coordinated financial
education.

i) Financial education should start at school, for people to be educated as early as possible.

i) Financial education should be part of the good governance of financial institutions whose accountability
and responsibility should be encouraged.

iv) Financial education should be clearly distinguished from commercial advice; code of conduct for the staff
of financial institutions should be developed.

v) Financial institutions should be encouraged to check that clients read and understand information,
especially when related to long-term commitments or financial services with potentially significant financial
consequences; small print and abstruse documentation should be discouraged.

vi) Financial education programmes should focus particularly on important life-planning aspects, such as,
basic savings, debt, insurance and pensions.

vii) Programmes should be oriented towards financial capacity building, appropriately targeted on specific
groups, and made as personalised as possible.

viii) Future retirees should be made aware of the need to assess the financial adequacy of their current public
and private pension schemes.

X) National campaigns, specific websites, free information services, and warning systems on high-risk issues
for financial consumers (such as fraud) should be promoted.

Financial literacy is now universally recognised as a core component of the financial empowerment of individuals
and the overall stability of the financial system. Three sets of high-level principles endorsed by G20 Leaders reflect
this: Innovative Financial Inclusion, 2010, Financial Consumer Protection, 2011, and National Strategies for Financial
Education, 2012 (OEC, 2013). In addition, in 2016, a new set of high-level principles on Digital Financial Inclusion
were approved by G20 Leaders. Principle 6 recognises the importance and relevance of financial literacy
competencies to allow consumers and small businesses (and especially groups at risk or vulnerable) to take full
advantage of the increasingly digitalised financial landscape (OECD, 2013). Following OECD principles, many
countries like Czech Republic, Netherlands, New Zealand, Spain, and UK have already implemented National
Strategy for Financial Education, while many other countries are in the process of formulation and implementation
(OECD, 2015). OECD reports that Indian government undertook five year strategic action plan in 2015 to enhance
literacy label across the country by:

a. Incorporating basic financial education in school curricula up to senior secondary level,
b. Creating awareness about consumer protection and grievances redressal machinery available in the country
c. Delivering financial education materials by trained persons in a format suitable to each target group,

d. Undertaking measure through various stakeholders Securities and Exchange Board of India (SEBI), Reserve
Bank of India, Insurance Regulator, Insurance Regulatory and Development authority and Pension Fund
Regulatory and Development Authority

e. Establishing initial contact with 500 million adults, educating them on key saving, protection and investment
related products so that they are empowered to take prudent financial decisions.




and Exchange Board of India (SEBI), Reserve Bank of India, Insurance Regulator, Insurance Regulatory and
Development authority and Pension Fund Regulatory and Development Authority have undertaken various
measures to spread financial literacy awareness across the nation to various audience groups such as, school
students, college students, working executives, middle income group, home makers, retired personnel by
appointing resource person throughout the country. SEBI conducts many programs every year for school students,
college students, disadvantaged young adults, and professionals from all sectors to meet its objectives of Investor
Awareness (Attarwalla, 2014).

New Zealand launched its first national strategy in 2008 (Hamedi & Sayeedi, 2018). The National Strategy was a
collective effort of many individuals and organizations who worked together with a common vision, mission and
focus. The 2008 vision was “Personal financial wellbeing for New Zealanders.” Its mission was to ensure that “New
Zealanders are financially well-educated and can make informed financial decisions throughout their lives” and its
focuses were “delivering quality, extending delivery, sharing what works, working together.” The document made
clear recommendations to all interested sectors about how officials can achieve the greatest impact on personal
financial decision-making for all New Zealanders over the long term.

In the 2014 strategy, everything has changed as the outcome of the previous strategy were quiet satisfactory. In the
new strategy, the vision of financial education is “Everyone is able to ahead financially”. The objectives of the new
strategy are:

Cultural shift where it is easy to talk about money;

Effective financial learning throughout life;

Everyone has a current financial plan, and is prepared for the unexpected;
People make smart use of debt; and
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Everyone can save and invest.

Therefore, in New Zealand, money has become an easy topic of conversation; people can talk with their partner,
family and friends about money; people confidently talk with financial services providers, ask questions, and
understand the choices and make judgment and decision.

Suggestions and Conclusion

Financial literacy is a way by which investors can enhance their understanding about financial concepts, markets,
risk and return on investment, financial products, prepare for unexpected results from investment, and overall
financial planning which can improve their well-being and reduce financial distress. Bangladesh Securities and
Exchange Commission (BSEC) has first recognised the need for improving financial knowledge of individuals who
invest in stock market, and is promoting financial literacy across the country. BSEC has undertaken various steps
to improve investors’ awareness in financial literacy that has been much appreciated by the current government.
BSEC has a massive plan to increase financial literacy program around the country despite its budgetary
constraints. Understanding the importance, a fund should be created from which the Government can centrally
organise financial literacy programs on a nationwide scale. This paper highlights the need for a national strategy in
enhancing financial knowledge, skills and laws where other organisations i.e. Bangladesh Bank, Insurance
Development Regulatory Authority, Ministry of Finance, Ministry of Education, NGOs and various financial
institutions may participate in promoting financial literacy simultaneously across the nation.




BENEFITS OF LONG TERM
INVESTMENT IN THE CAPITAL MARKET

Mustari Jahan
Deputy Director, Bangladesh Securities and Exchange Commission

Equity market plays a vital role in the market economy because it helps companies to raise capital from the market.
It helps the investors to be the owner of the companies and to enjoy capital gains based on the performance of the
companies.

Money and time are the very precious things in our life. So while an investor invests his money in the equity
market naturally he does have expectation to earn from that investment. Nobody would like to lose his precious
money from investment. To increase the probability of earning from investment an investor needs to invest in
stocks that have strong fundamentals, to buy at low rate and sell at high rate and to maintain a long-term buy
and hold strategy.

Long term investment is undeniably the smarter and easier way of high potentiality of earning from investment. Here
are some benefits of long term investing among others.

1. Compounding Effect:

An investor can be benefited from his long term investment through compounding effect of the earning produced
from the investment. An investor generally earn cash dividend, stock dividend from his investment. If he reinvests
these earnings it will produce more earnings.

2. Lower Volatility Rate:

Volatility measures the overtime change in stock price. When stock price goes up and down more frequently it can
be said that the rate of volatility of that stock is higher. Investment in high volatile stock has a high degree of risk as
because its price is unstable.

Long term investment has lower volatility rate. A security may be highly volatile in short term but show patterns of
stability in the long term. Many investors get panicked when they see stock price going down. But a long term
investor does not need to frown over falling stock prices. Because holding stock over a long period of time show
a pattern of stability in the long term and provides him an opportunity of recovery. A stock price may fall up to zero
but may go up to an infinite value. Long term stock investment in fundamentally strong company has potential to
multiply investor's wealth.

3. Less Stressful:

There are ups and downs in the equity market. Some times stock price fluctuates due to social, economical,
political, management problem of the issuer companies or any other grounds. Sometimes stock price fluctuates
due to pump and dump, manipulation or any other unusual causes. While massively price goes down
sometimes it is heard couple of investors get sick or even die. Specially aged investors who invest their
retirement benefit or savings money earned by using their toil or who do not have any other income source get
affected more by huge down turn of the stock price. They fail to bear the shock of price fall and attacked by
diseases arisen from stress.




Most of the day traders are in tension fearing of price fall. They even can not sleep well at night fearing of losses in
investment. They keep themselves busy in observing current active market.

Long term investment is free from frequent price fluctuation. As a result long term investors are not afraid of
frequent losses and they remain relax about their investment. They don't waste their valuable time by always

observing the current active market.

4. Useful for future:

One can lead a wealthy life after his retirement, bear his expenses of higher education, build house, provide funds
for the care of his parents or can do many things with the good amount of money that he/she gained from the long

term investment.




CAPITAL MARKET OF BANGLADESH
AN OVERVIEW

Mr. Azam J Chowdhury
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The Bangladesh Securities and Exchange Commission (BSEC) acting as a regulator of the capital market was
formed on 8th June, 1993 under the Securities and Exchange Commission Act, 1993 to protect the interests of the
investors, develop and maintain fair, transparent and efficient capital market, ensure proper issuance of securities
and compliance with securities laws.

A capital market is a market place for issuance and transaction of debt or equity securities where business
enterprises and government can raise long-term fund. It is a way of mobilizing savings to investment and
generating liquidity through organized stock exchanges. This market can be classified as primary market and
secondary market; while the former directly provides financing to the business, the later generate liquidity for the
investors keeping the whole system active.

1. Role of Capital Market in the Economy of Bangladesh

GDP of Bangladesh is growing at an average of 6% throughout the last decade but it broke the 7% barrier in the
FY 15-16 and now it is growing at a rate of 7.8%. Meanwhile, World Economic Forum (WEF) termed Bangladesh as
the new “Asian Tiger”., PwC projected in its report “The long view: how will the global economic order change by
2050?" 2on February 2017 that Bangladesh, Vietham and India to be three of the world’'s fastest growing
economies over this period.

A vibrant capital market supports an expanding robust economy. The developing countries consider capital market
as an engine of future growth through mobilization of surplus funds. It aids transfer of resources from savers to
investors and acts as medium for channeling funds from investors to borrowers. It is an engine for raising capital to
accelerate industrialization and the process of privatization. Besides, capital market also provides a market system
for purchase and sale of listed securities and thereby ensures liquidity. Although a company initially rely on the term
loans from banks to grow their businesses, in the matured phases the company should rely on the capital market
for financing its BMRE or expansion projects either in terms of bond or stock. As on April 30, 2018 total domestic
credit (private sector and public sector) stood at BDT 972,474 cr while market capitalization of DSE stood at BDT
400,629 cr less than half of total domestic credit which apparently shows that there remains lots of scope for
borrowers to rely on capital market instead of banks.® As we graduate from Least Developed Country (LDC) to
middle income country, we need to depend more on capital market rather than on bank borrowing as a source of
long term financing. In socio- economic perspective, around one crore people are indirectly depended upon the
income from capital market as 2.6 million beneficiary account owners are involved in this market. 4 A stable, strong
and vibrant capital market is thereby a necessity for the economic stability of the country.

2. History of the Capital Market of Bangladesh

The stock exchange in Bangladesh was incorporated in April 1954 as the East Pakistan Stock Exchange Ltd.
However, formal trading in the Exchange did not commence until 1956. The Exchange remained suspended from
1971 to 1975 due to the liberation war®. After liberation, the Exchange opened up in 1976 with only 9 listed
companies. The second stock exchange of the country, the Chittagong Stock Exchange (CSE) was established in
December 1995.

"https://www.businessinsider.com/bangladesh-is-the-new-asian-tiger-2017-4
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3Bangladesh Bank Monthly Report, April 2018 & PBIL Research

“https://www.cdbl.com.bd/

SWorking Paper Series: WP1203, “A Comprehensive Study on Capital Market Developments in Bangladesh”, March 2012, Research
Department, Bangladesh Bank




Major events of DSE at a glance

Particulars of the Event Date

Incorporated as East Pakistan Stock Exchange Association Limited 28 April, 1954
Starting of Formal trading 1956

Renamed as East Pakistan Stock Exchange Ltd. 23 June, 1962
Renamed as Dacca Stock Exchange Ltd. 13 May, 1964
Trading started in Bangladesh 16 August, 1976
Starting of DSE All Share Price Index Calculation 16 October,1986
Starting of Automated Trading 10 August, 1998
Starting of DSE 20 Index 01 January, 2001
Starting of Central Depository System 24 January, 2004
DSE All Share Price Index Reintroduced 28 March, 2005
Book Building Method has been introduced 2010

DSE became Correspondent member of WFE 14 October, 2012
Starting DSE Broad Index (DSEX) and DSE 30 Index DS30 (by S & P) 28 January, 2013
The Exchanges Demutualization Act, 2013 passed by the Parliament 29 April, 2013
Dhaka Stock Exchange Transformed into a Demutualized Exchange 21 November, 2013
Inauguration of “DSE-Mobile” for trading 9 March, 2016
Agreement signing with the consortium of Shenzhen and Shanghai Stock Exchange May 14,2018

(Source: DSE Monthly Review, June 2018)

The Crash of 1996 and 2010:

The capital market of Bangladesh was in the doldrums following two major crashes, first in 1996 and then in 2010.
Both the crashes were characterized by fast escalating stock prices followed by abruptly plummeting index. This
had disastrous effect on small investors who constitute the majority of stock investors. Consequently, they were left
with no money to invest further and had to abstain from participating in the capital market. During the 1996 market
bubble the General Price Index (DGEN), increased by 139.3% during 1991-1995. Then the DSE suffered the
biggest crash in its history on December 1996, as the DSE General Index nosedived by 551 points in a single day.
Once the market went into correction and euphoria of the stock market bubble busted, the market lost over 2,982
points in the following one year, and over the next five years from 1998 to 2003 the index never crossed the 800
mark.®

The year 2010 was another great year for the investors of Bangladesh, as the stock market experienced another
record- breaking year. The bourses recorded the largest daily transaction of DSE, crossing BDT 30 billion.

5A Comprehensive Study on Capital Market Developments in Bangladesh, Working Paper Series 1203, March 2012, Bangladesh Bank.




Average Daily Turnover increased from BDT 121.9 mn in 2002 to BDT 16,434 mn in 2010 implying an astounding
13,381% growth. The market capitalization was at BDT 3508.01 bn in 2010. Furthermore, the GDP/Market
Capitalization ratio increased to 50.8% in 2010 from 5.18% in 2005. However, like the bubble of 1996 this couldn’t
last long either, as the market fell to 3,468 points by May 2013 from 8,290 points in December 2010. After that
market slowly got stability as equity valuation became lucrative for the foreign investors.”

The aftermath of the debacle of 1996 and 2010 in the stock market was painful and pathetic for all the stakeholders
as investors’ confidence was shattered. If investors are not rewarded for taking higher risks by investing in the stock
market or if excess volatility weakens investor's confidence, they will not invest their savings in the market. Most of
the retail investors went through nightmare experiences after the market crashes and that inevitable kept them shy

from investing in the capital market for a longtime.

3. Current Market Scenario
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If we look back to 2005, the primary
bourse index climbed steadily from
1843 in 2005 to 2554 in 2008, before
climbing 6000 to 8602 in the space of
just next two years. Like the sharp rise,
the index saw a sharp fall to 5000 in the
next three years. For the next five years
till 2017, the index hovered between
4000 and 5000 points.

(Source: PBIL Research)
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Between the year 2013 and 2016 average daily Turnover of
the primary bourse index DSEX fluctuated between BDT 400
cr. and BDT 500 cr. mark. However, 2017, the last financial
year, saw an unusual spike in the trade volume as the index
recorded an Average Daily Turnover of BDT 875 cr. In 2018,
the market once again reverted to the turnover over the prior
years, as the Year-to-Date average daily turnover was
recorded at BDT 517 cr.
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(Source: PBIL Research)

’A Comprehensive Study on Capital Market Developments in Bangladesh, Working Paper Series 1203, March 2012, Bangladesh Bank &
PBIL Research

The price earnings ratio (P/E) of 15.17 of DSEX is quite
similar to those of its neighboring countries. One of the
most vibrant markets of the region, the SENSEX of
India has a P/ E of 22.91, this shows that contrary to
the wide spread belief, the Bangladeshi capital market
is not really over- priced. With dividend yield of 3.59%
in Bangladesh against 1.2% and 1.25% in India and
Sri Lanka respectively, listed equities offer lucrative
dividend compared to that of the listed equities of
peer countries.

DSE Monthly Review, June 2018
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The market capitalization to GDP ratio figures out portion of market cap as percentage of GDP. Our capital
market is occupied by only a small fraction of the gross domestic product (GDP), i.e. a little over 14 percent and
is mostly dominated by equity market comprising fixed income government bonds. India leads the market in the
South Asian region with a 77.4 percent share of its GDP followed by Pakistan and Sri Lanka with 25.4 percent
and 20.3 percent of GDP respectively. But Bangladesh is yet to develop this market and hence, it is a long way
behind its close neighbors in stimulating the capital market. There are large MNCs, RMG Companies which are
not yet listed on stock market. Even though government and other stakeholders including BSEC, BAPLC and

investment banks are persuading these companies to get listed in the bourse, still the issuers show apathy to
get listed in the exchange.

Sectoral Composition of DSE (as on 31 July, 2018)
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Market Capitalization of the Bangladeshi stock market
has been increasing steadily over the past five years,
from BDT 2,403 bn. in 2012 to 3,412 bn in 2016,
before peaking to 4,228 bn in 2017. However, due to
the decline in market in the first seven months of
2018, the market capitalization fell to BDT 3861 bn, in
2018.

(Source: PBIL Research)




Incentives given by the Government in the Budget FY18-19 to stock market:

Reduction of corporate tax of listed companies i.e. reducing income tax of banks, insurance companies and
non-bank financial institutions by 2.5 percent from the existing 42.5 percent to 40.0 percent. Simultaneously,
corporate tax on income of publicly listed companies has been cut down by 2.5 percent from 27.5 percent to 25.0

percent.

Asset Under Management

Securities listed in DSE (as on June,2018) Number
Total Listed Securities 572
Companies 305
Mutual Funds 36
Debentures & T Bond 229
Corporate Bond 1

m Open-Ended Fund m Close-Ended Fund

(Source: PBIL Research)

Currently the total asset under management for mutual funds is BDT 117 bn. Of those, BDT 54 bn. or 46% are close
ended fund and BDT 63 bn. or 54% are open ended fund. Although there are 36 close ended mutual funds at
present they only have a market capitalization of 1%. However, recently many asset management companies have
acquired license from BSEC, so this could see a surge in more mutual funds coming to market and a rise in their
market capitalization. It is to be mentioned herewith that total 36 asset management companies operate in the

capital market.
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Although foreign turnover increased over four folds
over the past five years, the percentage of foreign
trade also improved during the period. On the other
hand, net foreign investments took major leaps over
the past couple of years, crossing BDT 1000 cr. and
BDT 1500 cr.in 2016 and in 2017 respectively before
becoming negative for the first time in the last three
years.

(Source: PBIL Research)

4. Major Reformations Made by the Regulators and the Government

e Introducing of Financial Literacy Program

Honorable Prime Minister Sheikh Hasina inaugurated Nationwide Financial Literacy program which will have
far- reaching impact for the capital market on January 8, 2017. It's a six-year long plan, which aims to
educate people of all classes from existing investors to employees of stakeholders, from university students
to middle income groups and finally from home makers to general public on the basic principles of

investment in the capital market.




e The Chinese Consortium as the Strategic Investors of DSE?

After enactment of the Exchanges Demutualization Act, 2013, it was necessary to have a strategic partner
for the Dhaka Stock Exchange. The Chinese Consortium (Shanghai Stock Exchange and Shenzhen Stock
Exchange) acquired 25% stake of DSE at a cost of 21 Tk. per share totaling BDT 9,470 million and became
strategic partner of DSE on May 14, 2018. Shanghai Stock Exchange (SSE) and Shenzhen Stock
Exchange (SZSE) are the 4th and 8th largest stock exchanges of the world respectively in terms of market
capitalization. In addition, the strategic partners will offer technical assistance worth of $37.11 million. They
will also try to bring foreign investors into the DSE by drawing into China's pool of 11,000 qualified
institutional investors. Moreover, the Chinese consortium will assist the DSE in developing index-based
products, bonds, asset-backed securities and derivatives to diversify products in the DSE. To sum up,
technological upgradation, transparency, diversification and introduction of products will strengthen DSE
to cope up with the challenges and opportunities in its next stage of growth and attract both foreign and
local investors in the stock market. We are hopeful about the future prospect of capital market, as
operation of the DSE would reach international standard in view of the strategic partnership.

I0SCO upgrades Bangladesh Securities and Exchange Commission to “A" category®

Bangladesh Securities and Exchange Commission (BSEC) was updated to "A" category by International
Organization of Securities Commissions (IOSCO) on December 22, 2013 by signing MMoU with IOSCO.

Modernization of process of being listed in Exchanges

There are two generic ways to get listed in the stock exchanges, through the Initial Public Offer (IPO) or by
offloading of Shares of Government owned companies and then become listed under Dhaka Stock
Exchange through Direct Listing Regulations, 2006. IPO can be pursued through fixed price method or
book building method. Accordingly, book building method was introduced in 2010. The book building
method is the process by which an underwriter attempts to determine at what price to offer an IPO based
on demand from institutional investors. Due to the market crash in 2010-11, the method was suspended
for that year following allegations of misuse of the process. However, after about two years, the method
was resumed in a modified form in 2015. Only six companies got listed in the Dhaka Stock Exchange
(DSE) under this method up to July 2018.

Introducing the Financial Reporting Council (FRC) Act

On September 6, 2015 Govt. has passed the Financial Reporting Act, 2015. Under this Act the Financial
Reporting Council (FRC) is full responsible to monitor the functions of auditors, confirm transparency and
accountability in auditing, moreover it helps promoting confidence in corporate reporting and good
corporate governance. In Addition, FRC also playing a vital role for restoring public confidence in the
capital market through implementation of Financial Reporting Act, 2015.

Formation of separate subsidiary companies of financial institutions®

Bangladesh Bank in a circular issued on October 14, 2009 has directed banks to form separate
subsidiaries to operate any merchant banker to protect the interest of the depositors. Also, the
subsidiary company will not be allowed to purchase in its own portfolio or in customer accounts any
share of a listed company where the directors of the subsidiary or its parent company or their family
members are involved.

8https://www.dhakatribune.com/business/stock/2018/05/14/dse-signs-strategic-partnership-agreement-with-chinese-consortium
https://www.dhakatribune.com/uncategorized/2013/12/21/iosco-upgrades-bsec-to-a-category
9 BRPD Circular No. 12, dated 14 October 2009




5. Challenges that Our Capital Market

Absence of a vibrant bond market

Bond market is still in its infancy in Bangladesh and is virtually non-existent. Apart from IBBL Perpetual
Bond (only tradable debt securities in the market) eight debentures and 221 treasury bonds are listed in
the market. The absence of a vibrant bond market is putting pressure on the country's financial sector as
the business community largely depends on banks to get their requisite financing. The weak bond market
has also affected the banks' financial operations as it means heavy dependence on common depositors
for funds.

Foreign participation in the market

Despite having favorable economic factors and a positive market outlook, foreign participation in equity
market is very low compared to other emerging market. Weak corporate governance, less transparent
market structure, low level of financial disclosure and a lack of research remain as bottlenecks. Bangladeshi
corporate houses are yet to grow a culture of investor meetings. While allowing foreigners, local institutions
should also build capacity for better investment advice. It is encouraging to observe that in recent years,
some companies started earnings disclosure session for the analysts and investor's community. This
culture of disclosure of earnings would pave the way for having an efficient and transparent market.

Dearth of quality stocks with strong corporate governance

The number of companies with sound fundamentals having strong corporate governance is very low.
Most of the large conglomerate companies shy away from raising capital from IPO due to various
reasons. In the coming years, IPOs have a high chance of gradually declining if the large companies
don't list in line with market capital’'s growth. Companies used to enter the stock market because they
preferred equity over debt.

No. of IPO IPO Size (Tk in cr)
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2007 14 2007 N 1,006
2008 =z 2008 NN 527
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(Source: PBIL Research)

Why Less companies are listed in the Stock Exchange

In 2010, the Bangladesh Securities Exchange and Commission gave an order that if the paid-up capital of a private
company exceeds Tk 40 crore, the company will have to convert itself into a public limited company. If the paid-up
capital of a company exceeds Tk 50 crore, the company will have to apply for an IPO and subsequently be listed
in the exchanges.'" There are lots of companies with paid up capital of above 50 cr are reluctant to be listed in the
stock market.

"Notification dated May 05, 2010 No. SEC/CMRRCD/2006-159/36/Admin/03-44




The biggest and most successful entrepreneurs often do not want to come to the capital market. Firstly,
private company owners, especially first-generation entrepreneurs, do not want to go beyond family
ownership. Secondly, entrepreneurs do not see any incentive in listing their companies. They feel that the
existing corporate tax facilities and in many cases the pricing methods are not suitable enough for them to
come to the market.

In our neighboring country, India, IPO approval process by their securities and exchange commission takes
maximum 60-70 days. In our country, we require more than one year to get approval under Book-Building
method. So, entrepreneurs find it very difficult to make any plan with the IPO funds.™

Absence of corporate governance in the non-listed companies require significant changes before getting
listed in the stockmarket.

Large foreign companies are reluctant to get listed in Bangladeshi stock market due to absence of market
efficiency and depth.

Many big companies want to avoid legal bindings and are reluctant to disclose their business and financial
information to public.

Lack of Manpower in regulatory end to process the procedures of IPO approval.

Tax incentives for listed company is insignificant to attract profitable companies in order to get listed. The
tax differentials between listed and non-listed banks, NBFI, Insurance and other manufacturing companies
except telecom and tobacco are only 2.5%.

Window of Opportunity in our Capital Market

In order to have a sustainable business arena for capital market intermediaries, alternative sources of revenue
generation need to be sorted out. Here are some of the recommendations for the greater interest of capital
market and investment banks:

i)

i)

Active Secondary Bond Market

Although Bangladesh has standard equity market, the secondary bond market is almost non-existent, as
there is only one bond currently being traded. Both institutional and retail investors can shift their fund into
bond market whenever they perceive that equity market is overvalued. For the development of the bond
market, the investors need to be educated on the functionality of the bond market and risk and return
aspect of the Bond. The regulatory authorities would need to take strict actions against companies which
doesn't follow the guidelines, so that investors feel safe about loaning their money to the companies. Road
shows or campaigns can be arranged to reduce knowledge gap in bondmarket.

Diversification of Asset Class

Our market has a room for a lot of improvements such as a range of asset classes can be introduced in
this market - Derivatives, ETFs, Index Funds and many more. A derivative is an instrument whose value is
derived from the value of one or more underlying, which can be commodities, precious metals, currency,
bonds, stocks, stocks indices. Whereas an index fund is a type of mutual fund with a portfolio constructed
to match or track the components of a market index. If we look towards our neighboring country India,
majority of transaction occurred in the derivative market. All of these instruments would help the market
becoming more efficient.

2https://thefinancialexpress.com.bd/economy/bangladesh/lengthy-ipo-process-hurting-capital-market-1518455208




i)

iv)

V)

Commodity Market

Bangladesh is an agricultural based country, so the setting up of a commodities market would have a
profound effect on the prices of agricultural products and other commercially marketed products. A
commodity market consists of derivative instruments that sellers and buyers reach predetermined price
based on the supply, which in turn would help prices remain in control in seasons where crop productions
are below expectations and helps sellers get a justified price for their products in seasons where
productions have been above expectations.

Formation of a Trading Platform for Small Cap Companies:

The regulator is going to introduce a small cap platform, where a company having a paid-up capital of Tk
5 crore to Tk 30 crore will be able to offload shares to the public. The regulator made the decision with an
aim to form a small capital board on bourses. Other initiatives include automation of Over-the- Counter
(OTC) market, bulletin board for mutual funds, platform for small cap companies, changes in book-building
method and reforms in other regulations.

Setting up a Clearing House and Settlement Company:

A clearing company is an institute that provides clearing and settlement services for the bourses. Presently,
DSE and CSE are settling share transactions through the Central Depository (CDBL) of Bangladesh and
bond transactions are settled through Bangladesh Bank.

Recently, DSE and CSE has decided to set up a separate and independent clearing company for smooth
settlement of securities. Introduction of a separate and independent clearing company will enhance the
trading efficiency and management efficiency. In addition, it will also be cost-effective and benefitting for
stock brokers, dealers and investors. Besides, it will be helpful for introduction of new products such as
derivatives and Exchange Traded Fund (ETF) in the stock market.

To sum up, with GDP growth rate of around 7.8% and per capita income of $1749 (as on April 2018) coupled with
its demographics, Bangladesh has a huge potential to become a large economic country as identified by the multi
donor agencies and international firms. Accordingly, our capital market has immense to offer in terms of products,
services and avenues compared to that of other developed market. It is expected that large local conglomerates,
multinational corporations and state-owned companies should be get listed in the capital market and participation
of retall, institutional and foreign investors will be improved as time goes by.
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ESTABLISHMENT OF COMMODITY
EXCHANGE IN BANGLADESH:
OBSTACLES AND POTENTIALS

M. Shaifur Rahman Mazumdar, FCA, FCMA
Managing Director, Chittagong Stock Exchange

Preface

A Commodity Exchange is an exchange where commodities and commodity derivatives are traded within a
specified regulatory structure. The technological structure, regulatory structure, market players and
participants, intermediaries are similar to a stock exchange. Spot settlement and futures with physical or cash
settlement are practiced in a commodity exchanges. Settlement and risk management can also be run through
Central Clearing Counterparty (CCP). Commmodity Exchange can include physical trading and derivatives
trading using spot prices, forwards, futures and options on futures. In a nut shell, the functions of a commodity
exchange require same precautions and speculations relating to settlement of commodities and its associated
risks. Now-a-days, commodity futures trading with cash settlement has become more popular for hedging,
price discovery, financing and risk management.

History of Commodity Exchange

The Amsterdam Stock Exchange often cited as the first stock exchange originated as a market for the
exchange of commodities. Trading took place at the Amsterdam Bourse, an open aired venue, which was
created as a commodity exchange in 1530 and rebuilt in1608. Modern, Commodity exchanges themselves are
a relatively recent invention, exists in a handful of cities.

In 1864, in the united states, wheat, corn, cattle and pigs were widely traded using standard infrastructures on
the Chicago Board of Trade (CBOT), the world’s oldest futures and options exchange. Other food commodities
were added to the Commodity Exchange Act and traded through CBOT in the 1930s and 1940s expanding
the list from grains to include rice, mill feeds, butters, eggs, Irish potatoes and soybeans.

Through the 19th century the exchanges became effective spokesman for and innovators of improvements in
transportation, warehousing and financing, which paved the way to expanded interstate and international trade.
Some milestones in evolution of global Commodity Derivatives market are as follows:

« Rice tickets in Japan during early 17" century
«  Forward markets in London towards the end of the 17" century
US, Canada, Japan and Egypt-Forward markets in 18" Century
- Chicago Board of Trade-1848; trading in futures type contracts in1865
« New York Board of Cotton-Trade started in 1870
«  Chicago Mercantile Exchange set up in1919

In Indian sub-continent, Cotton Trade Association started futures trading in 1875, about a decade after
those started in Chicago. Over the time, derivatives market developed in several commodities in India.
Bombay Cotton Trade Association Ltd. set up in 1975, was the first organized futures market in India.
Bombay Cotton Exchange Ltd. Was established in 1893. Futures trading in bullion began in Mumbai in
1920. Calcutta Hessain Exchanges Ltd. was established in 1919 for futures trading in raw jute and jute
goods. In India Forward Contracts Act was enacted in 1952 and the forwards market Commission (FMC)
was established in 1953 under their Ministry of Consumer Affairs and Public Distribution.




3. Commodity Exchange in South Asian Countries

India- Multi Commodity Exchange of India Limited (MCX) is India’s premier commodity exchange regulated by
SEBI. A publicly listed company with market capitalization of USD 524mn. Operation of the exchange
commenced in the year 2003. The exchange offers online trading, clearing and settlement of commodity
futures transactions. Commodities traded in the exchange are: Gold, Silver, Crude oils, Natural gas, Copper,
Aluminum, Lead, Zink, Nickel, Brass, Cotton, Crude palm oil, Mentha Oil, Cardamom, Castor seed, Black
pepper etc. In India three national level (including MCX) and 21 regional exchanges are involved in commaodity
trading. Another two national level commodity exchanges are MNCE and NCEX.

Pakistan- Pakistan Mercantile Exchange (PME) established in 2007. The exchange started operation with
three months gold futures contracts and later it included other commodities like rice, Sugar, Wheat, Crude Oils
and Cotton Yarn etc.

Nepal- Mercantile exchange Nepal Ltd. (MEX) started operation in 2009. The products of the exchange are
crops, food grains, vegetables, spices, walnutseed, metals and bullion.

4. Importance of Commodity Exchange:

Commoaodity Exchanges serve a vital role in a growing economy by providing structured, reliable and efficient
market place to trade suitable commodities for the purpose of natural commercial instruments, financing, risk
management and hedging.

The purpose of exchanges is to provide a centralized market place where commodity producers and the
commercials can sale commodities to those who want to use them for manufacturing and consumption. The
beauty of a commodity futures exchange is that a producer or seller can lock a price for his products months
before they are even harvested or manufactured. All the commercial parties of a particular commodity such as:
manufactures, producers, traders, buyers or users, financiers, stockiest can utilize commodity exchanges to
make the economy more efficient, active and vibrant. Now-a —-days, automated commodity exchange platform
can connect and link all the commercial parties at home and abroad which creates normal and efficient price
discovery for effective supply and distribution system. By this way, the economy can get a proper mechanism
to boost up production and trading. Commaodity futures trading are becoming popular which helps efficient risk
management and financing and ultimately helps in exchanges physical trading and distribution. A commodity
exchange can ensure following benefits:

- Improvements of commodity prices as farmers and producers become more informed about market and
pricing information;

- Ensure credit excess up to root level of supply chain of commodities to create efficient market;

- Ensure liquidity throughout the supply chain;

«  Minimize fluctuation in commodity prices;

- Provide secured and transparent platform of trading;

- Ensure proper inventory management;

«  Ensure standardization of commodities;

- Ensure institutional and non-institutional participations in the overall supply chain of commodities to create
efficient market;

- The presence of diverse institutional participants can spur the infusion of research-based information,
capital innovation and new trading strategies in commodity markets and thereby improve quality,
robustness and public confidence in trade prices;

- Establish extensive linkages with international macro-economy which can minimize excessive volatility of
commodity prices in domestic market;

- Possibility of evolving structured cooperatives or groups of small producers and farmers to be facilitated
by standard price discovery, distribution channel and financing.
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Commodity Exchange-How it works

Regulatory structure and IT structure of a commodity exchange is almost same as a stock exchange. In a stock
exchange equity scrips and equity derivatives (like futures and options) are traded. Equity products are listed
with the Stock Exchanges by the issuers in a specified procedures and conditions. Derivatives are in built
features having underlying equity products. In a commodity exchange commodities and commodity groups
are traded along with commodity futures. Types of settlement both in commodity exchange and stock
exchange are spot and futures. In case of futures, both physical settlement and cash adjustments/settlement
are available. Settlement cycle and regulations are almost similar type. But in a commodity exchange
specification and standardization of commodities are additional requirements. Physical settlement of
commodities is highly sensitive and needs due care by the exchanges. This area needs standardized
warehousing system and network along with involvement of other regulatory authorities and trade bodies in the
respective field of commodity trading.

Apart from above, a modern commodity exchange'’s technology structure covers automated screen-based
trading, national/international reach, order driven trading system, transparent objective and fair system of order
matching, flexibility in placing orders complete online and real-time market information etc. These facilities are
similar to a stock exchange.

Physical settlement in a commodity exchange generates real challenges. Specially, where structured and
reliable linkage among warehousing, transportation and finance system are less dependable. But this limitation
can be successfully addressed by practicing, initially, commodity futures and options and then, market forces
will develop other areas gradually.
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Figure: Typical Commodity Exchange Model




6. Impact of commodity derivatives trading

Commodity markets can include physical trading and derivatives trading using spot prices, futures and options
on futures. Futures contracts are standardized forward contracts that are transacted through an exchange. In
futures contracts the buyer and the seller stipulate product grade, quantity and location and leaving price the
only variable.

Options are derivatives instruments which gives the buyer the right, but not the obligation, to buy or sell an
underlying asset/instrument at a specific price on or before certain date. The futures and options of derivatives
market are used in speculation of future prices.

Difference of Futures and Options can be summarized as follows;

Futures VS Options
Contracts Contracts
[] Definitions E‘
An agreement to buy An agreement gives the
ar S?” el assgt buyer the right but not
underlying on a certa|ln the obligation to buy or
dgte Iand at a certain sell an underlying asset
price inthe future. at a certain price on or
before a certain date.
“] Obligations
U
Buyer and seller are Only seller is obligated
both obligated to to hon(l)urlthe contract
honour the contract O Gl
upon expiry

[] Margin account

P
Both parties need to Only option writer ]

maintain a margin maintains a margin
(&

(9]

Advance payment/contract
pricing

Requires upfront fixed
premium from the
buyers

[] Risks

Option buyer has
limited risk; Option
writer has unlimited
risk

Both buyer and

seller have
unlimited risk
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The advocates of derivatives markets have argued that speculation in the futures markets primarily helps the twin
economic functions which are hedging and price discovery. The structured process of commodity derivatives
market can facilitate financing, risk management, price reference, international linkage, minimize price volatility in
overseas and domestic market, ensure optimum supply and distribution etc. If the whole process strengthens
gradually, then the development of warehousing, transportation, communication, farming, agro-processing, SME

development, financial integration become easier which can boost up the economic activities.

The impacts of commodity derivatives can be structured as under:

Two Major Price discovery

functions of
commodity
Futures
market

Risk Management

SMEs Benefit from commodity Derivatives

FUNCTIONS

BENEFITS

Leads to

information

risk

empowerment through

Platform to hedge

SMEs can avoid losses
associated with price volatility

Reduces costs of borrowing

Controls input costs, allows
product prices to be held
constant for longer periods

Lower risks release shigher
lendable capital to finance
SMEs

Price

: Price Signals
Discovery




Results of some impact assessments of Commaodity derivatives trading in India are mentioned below:

Deloitte (2012)

Commodity futures market directly generates employment for around 1.5 million personnel in India or
0.93 percent of India’s service sector labor force.

ICAR-NIAP (2017)
Cotton futures help growers by providing reference prices to start negotiations in spot markets.

IIM Calcutta- NISTADS (2012-13)

MCX Mentha oil futures facilitated the rise of India as the major exporter of processed Mentha
crystals-transitioning from raw material exports.

IIM Kozhikode (2014)

Price elasticity in cardamom has been reduced by cardamom futures, reducing the vulnerability of
cardamom farmers.

TISS (2013)

Futures Platform ensures stable and fair prices for the SMEs. Fairer prices reduce the cost of production,
boost growth of SMEs and provide accurate demand-supply signals that reduce risks.

UNCTAD (2009)

Mentha and cardamom farmers benefit from futures market through more efficient price discover and
reduction in information asymmetry.

Source: MCX, India

Despite of great impact and integration facility of commodity futures market, some policy makers and
researches opine that commodity derivatives market lead to excessive price volatility and inflation. But some
international research works on whether futures trading is responsible for such volatilities have often been
criticized on theoretical and methodological grounds. An expert committee of India to study the impact of
futures trading on agricultural commodity prices, failed to arrive at any unanimous conclusion. Though, a
majority of the committee members opined that such trading has no adverse influence on commodity prices
in the physical markets. In India, Kabra Committee (1994) recommended- allowing futures trading in 17
commodity groups. The government of India accepted most of the recommendations and all recommended
commodities except Bullion and Basmati Rice. Italian National Agricultural policy, 2000 recommended
enlarging the coverage of futures market to minimize wide fluctuations in commodity prices, and hedging.

Despite of limitations and criticisms, as it is equally applicable for other economic and marketing theories,
worldwide activities of commodity exchanges are flourishing and becoming an integral part of trade and
economic activities.

Obstacles in establishment of Commodity Exchange in Bangladesh

7.1 Regulatory Structure:

An amendment in Securities and Exchange Ordinance, 1969, took place in December, 2012, allows
establishment of commodity exchange in the country to sell and buy commodities futures. As per
section 32A of the ordinance, the “Commaodity Exchange” means a company that provides or proposes
to provide, the physical facilities necessary for trading in commodity futures contracts or option
contracts.
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7.2

7.3

7.4

7.5

Detail regulatory infrastructure to run a commodity exchange is yet to be framed. Beforehand, it also
requires policy directions and guidance from the policy makers. This is the primary hindrance to step
forward to establish a commodity exchange.

Lack of physical infrastructure:

The underlying assets of a commodity exchange are different types of approved commodities. Physical
settlement, in spot or in futures, associates diversified risks in terms of depository (warehousing), delivery
and standardization which are yet to be structured. But the activities can be started with some specific and
standard products with futures cash settlement policy which would gradually create avenues of requisite
infrastructure.

Traditional Banking System:

In our country, banking system has a very limited scope of financing through trade instruments (except
export/import documents) and inter-bank debt instruments is almost absent. But policy for implementation
of a commodity exchange may accelerate and force banking and insurance system to accommodate
smart financing procedure for commaodity trading.

Lack of awareness among trade associations:

Traditionally, trade associations of the country involve in trade interests issues and trade related policy
provocations. A very less awareness and involvement is seen in establishment of transparent transaction
system. Commodity trading through exchange platform would require accredited support along with
auxiliary regulations to eliminate the risk of the platform.

Lack of awareness among stakeholders:

Not only Asian economic giants like China and India, even Nepal and Pakistan have established
commodity exchange. But in our country, respective stakeholders of the economy have a very insignificant
awareness about the requirements of commodity exchange.

Potentials of establishing Commodity Exchange in Bangladesh

8.1

8.2

8.3

8.4

Growing Economy:

Bangladesh is one of the fastest growing economies of the world. All the economic indicators are showing
positive trends. The size of the economy needs systematic commaodity trading infrastructure to ensure
sustainability. Current transition of the economy towards a developing economy is highly suitable for
establishing a commodity exchange as a facility to improve global- value chain (GVC) with the national
market.

Growing International Trade:

International trade (export-import) of the country is now about USD 95 billion which was around USD 61
billion (2013) in five years back. To facilitating international trade efficient forecasting, price discovery,
financing and supply and distribution are important. Growing international trade is encouraging for
establishment of a commodity exchange.

Linkage of supply chain:

Due to expansion of economy, current supply chain of imported and domestically produced commodities
requires a structural platform which can facilitate a commodity exchange.

Suitable production and consumption pattern:

Products suitable for commodity trading platform such as food grains, chemicals, crude oils, steels, natural
gas, electricity etc. are produced or imported in the country. All these products are suitable for trading in
commodity platform.




8.5

8.6

8.7

Ready market for precious metals:

In our country, we have ready market for precious metals like gold, silver etc. which are also easily tradable
in the commodity exchange and initially, commodity trading platform can be started with these products.

Technological readiness:

Exchanges are practicing robust trading technology having multi-asset class facility. Moreover, a CCP
company is under formation. So, we have technological readiness for a commodity exchange.

Emerging theme for Modern Industrial Policy:

As per world investment report, 2018, the emerging themes for modern industrial policies are modern
industrial ecosystem development, technical capabilities development, innovation in production,
public-private knowledge, tech development institutions, acquisition of foreign technology etc. In line with
this report the idea of commodity exchange can be utilized for supporting industrialization and can be
considered as technical capabilities, production innovation and acquisition of know how etc.

9. Way Forward:

Engagement of all key stakeholders, particularly who are involved in agro-product marketing system,
warehouse receipt system, policy makers, trade bodies, development partners etc. for building awareness
on the need for establishment of a commodity exchange

Development of legal and regulatory framework. Regulatory structure of other successful commodity
exchanges can be studied

Setting collaboration with the specific trade associations to identify suitable commodities for trading
Awareness and capacity building program for the participants

Collaboration with the leading regional and international commodity exchanges for knowledge sharing and
references

Initially, starting operation with commodity futures (preferably cash settlement) having easy handling
underlying products. Gradually, stakeholders will come forward with their reliable structures.

Provoking development for an-agro-commodity marketing channel and regulatory policy structure
thereon.

10. Conclusion:

Worldwide trade and businesses are highly competitive. Exchanges platforms are being used to facilitate
transparent and effective trading and transactions. Despite of weaknesses and criticism, world and regional
commodity exchanges are playing vital role in business. In such a situation, we should not keep their eyes
closed. To facilitate the economy to become more vibrant and well connected, we should start working
positively towards the establishment of a commodity exchange and to extend all sorts of policy and regulatory
supports. The encouraging issue is-examples of technological and regulatory framework are available in the
world market. We don't need to invent anything newly. Only, we can customize ‘know how’ as per our need and
environment.
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Venture Capital:
New mode of Financing start up enterprises

Shawkat Hossain, FCMA
Managing Director, BD Venture Ltd.
General Secretary, Venture Capital & Private Equity Association

What is venture capital

“Start up companies with a potential to grow need a certain amount of investment. Wealthy investors like to
invest their capital in such businesses with a long-term growth perspective. This capital is known as venture
capital and the investors are called venture capitalists. Such investments are risky as they are illiquid, but are
capable of giving impressive returns if invested in the right venture. The returns to the venture capitalists depend
upon the growth of the company. Venture capitalists have the power to influence major decisions of the
companies they are investing in as it is their money at stake” (Economic Times).

Venture Capital scenario in Bangladesh
Policy support

Government of Bangladesh or different regulatory bodies framed following different policies, which will help in
doing venture capital business in Bangladesh:

a. Bangladesh Securities and Exchange Commission framed “Alternative Investment Rule” in June 2015
which covers Venture capital, Private Equity and Impact Investment. Under this rule a company can be
registered as Alternative Investment Fund Manager (AIFM). They can raise fund from registered local of
foreign fund manager or a company incorporated in Bangladesh or abroad or a statutory body or a local
government authority or a bank or a financial institution or an insurance company or a merchant banker or
a stock dealer or an asset manager or an alternative investment fund managed by another fund manager
or a registered pension fund or a registered provident fund or a registered trust fund or a registered super
annuation fund or a foreign fund or a foreign individual or a high net worth resident or non-resident
Bangladeshi . The fund can be invested in different enterprises in equity or equity linked instruments.

b. Bangladesh Bank has issued circular in November 2015 that Banks can invest up to Tk 2 billion in
Alternative Investment Fund which will not be considered as capital market exposure.

c. Bangladesh Bank has issued circular in March 2016 mentioning Financial Institutions (FIs) can invest in
non-listed special purpose funds (e.g. Alternative Investment Fund, Special Purpose Vehicle, or any other
similar fund) which are registered with Bangladesh Securities and Exchange Commission (BSEC) up to
50 percent of its paid up capital.

d. In the Finance Act, 2017, Government has given exemption on the Income of Alternative Investment
Fund to pay tax.

e. BSEC framed the ‘Qualified Investor Offer by Small Capital Companies’ Rules in 2016 which paves the
way to raise minimum Tk 50 million capital by a company of Tk 50 million paid capital. Minimum capital
requirement for listing in main exchange is Tk 300 million. So small companies can raise capital through
Alternative Investment This rule will help in exit of venture capitalist from its portfolio companies.

f. Bangladesh Bank has issued circular to change valuation method of companies. Previously only Net
Asset Value (NAV) was used to calculating value of the company while exiting from a company by any
foreign Investor. Now Discounted Cash Flow (DCF) and market multiple is also considered along with
NAV method. Foreign Investors, who will invest in Alternative Investment Fund, can repatriate money
received from exit, using globally practiced method.




g. The Finance Act, 2017 gave exemption of income of Alternative Investment Fund. These will remove the
double taxation problem due to tax applicable on pass through vehicle.

h. Bangladesh Bank issued circular in July 2018 that Non residents can invest in the Alternative Investment
Fund through Non Resident Investment Taka Account (NITA). Payment on account of dividend may be
remittable abroad and/or may be credited to NITAs, permissible FC accounts, NRTAs (Vostro) of
overseas branches and correspondents subject to deduction of applicable taxes, duties/levies,
commission etc. Foreign investors holding units of AIF may sell or transfer or redeem the units as per
rules or directions issued by BSEC. Fair value of sale proceeds of units is remittable abroad and/or may
be credited to NITA subject to prior approval of the Bangladesh Bank.

i. BSEC also framed draft rule named ‘Alternative Trading Board’ Rules 2018. These rules shall be
applicable for all securities not listed with the main board or small capital platform of any exchange. This
will help in exchanging Units of Alternative Investment Fund as well as trading shares of small companies
who are unable in complying IPO and listing rule requirements.

Start up eco system

Startup ecosystem of Bangladesh is evolving. In recent past some notable investments happened such as
Bikash, Daraz, Pathao, Sheba.xyz, Chaldal, | pay, Sindabad, Kiksha, Doctorola etc. Government is developing
different infrastructure, providing support, creating awareness. Bangladesh continues its momentum of being
one of the most vibrant landscapes for startups with the expansion of mobile and internet. Venture capital,
though new, but expanding quickly after getting the regulatory framework for Alternative Investment. The Startup
Ecosystem of Bangladesh is getting a quick shape. A number of vibrant Startups budded across the sectors
such as Bikash, | pay, chaldal, pathao, sheba, Sure cash, SHohoz, Hungry naki, doctorola etc. Pathao received
USS 2 million from Gojeck, another ride sharing company of Indonesia. One of the e-commerce company
received USS 5 million dollar from a private equity firm. Doctorola received Tk 20 million from an Angel Investor.
Sheba received undisclosed amount from abroad.

12 (twelve) companies have been registered as the Alternative Investment Fund Manager with Bangladesh
Securities & Exchange commission. New Funds are waiting to be registered with the BSEC and launched in the
market. The overall funding remained slow in 2017. The industry has seen few exit such as Bikash, Bdjobs, EON
food etc. Promoter of Bikash exchanged their part of the share to Ali Pay, promoter of Bdjobs exchanged part of
his equity to Seek- who already invested in Bdjobs earlier. Sponsor of EON Food purchased share from venture
capitalist, BD Venture Itd. Venture capital is attracting the attention of policy makers. Government took initiative
to frame Venture capital Policy and committee has been formed comprising BSEC, Bangladesh Bank,, BIDA,
NBR, Finance Ministry and other stakeholders.

Major hurdles of venture capital

The Venture Capital Fund is to be registered under Trust Act by paying 2% stamp duty. This is very big burden
for the fund. Mutual Fund is exempted from paying the stamp duty. Same principle should apply for Alternative
Investment Fund.

Fund Manager's biggest challenge is getting investors for the Venture Capital (VC) Funds. Financial institutions
including banks, NBFI and Insurance companies have sufficient liquidity but they are reluctant to invest in these
funds as it is perceived as riskier investment. Both the Institutions and individual investors are in ‘testing the
water’ phase instead of putting their money in any VC fund. The number of potential and equally serious startups
is also slim, investment is not as easy to get as it needs to be. The ecosystem is in nascent stage. There are lacks
of Mentors, Angel investors, and early stage investors to take the start ups to the next level. Grameen Phone
Accelerator program has graduated 21 (twenty one) start ups in 4 (four) batches. There are need to have a
couple of locally developed incubators and accelerator programs to have a mature ecosystem.




Way Forward

Innovative projects are financed by venture capitalist. In Bangladesh innovation are taking place in IT and ITES
sector. Government has given emphasis on creating Digital Bangladesh. It has ambitious target of reaching USS
5 billion export by the year 2021. To achieve that, finance is to be ensured for the start ups to flourish and grow.
Venture capital is the most suitable form of financing for start-ups. We hope Investor will come forward to invest
in venture capital fund. Few changes in policy are to be made to create a conducive environment. Mass
awareness is to be created among investor and entrepreneur regarding venture capital.

In all start up hubs, we can find a pattern globally. Academicia, VC and entrepreneur collaborate together to make
thing happen. Universities are knowledge centre — they do research on new aspects which entrepreneur turn in
to commercial venture and VCs come forward to finance. In our country this collaboration yet to developed.
Many young entrepreneurs are starting venture without understanding what they want to do. They seldom do
basic home work before launching a business. They sometime copy successful enterprises without calculating
demand supply and competition prevailed in the market. They may fail due to poor planning- which result in
wastage of money, time and energy. Start-ups, now a days, became craze. Data is scare in Bangladesh.
Government can provide quality and relevant data to entrepreneurs. More Incubator center, Accelerator is to be
set up all over the country. Entrepreneurs need be exposed to new technologies, new management practice. We
believe days are not far when first billion dollar company will come out from a Bangladeshi start up.




Capital Market:
Accelerating Journey Towards Emerging Economy

Kh Asadul Islam Ripon
Managing Director & CEO, Alliance Capital Asset Management Limited

It is well recognized that capital market facilitates economic advancement through accumulation of fund from
domestic surplus units and mobilizing the fund among the best possible investment alternatives. Additionally, in
global scale, capital market enables to channel foreign investments in the domestic economy, which plays a
pivotal role in development particularly in emerging economies. Despite that in many emerging economies
development of capital market is still struggling, which aggregately represents about half of the global gross
domestic product.

With a population of 161.8 mn, maintaining 7+ percent GDP growth rate, and private sector credit growth rate at
16.95%, Bangladesh is one of the promising emerging countries, where capital market can play a vital role to
accelerate the development of the country.

Our economy is projected to grow strongly over the next decade, the near-term development of deep and liquid
capital markets will be necessary to accelerate the future growth and ensure competitiveness among the peer
countries. Adherence of stringent restrictive policies the banking sector requires to improve asset quality, which is
pressuring the banks to maintain additional liquid capital, limiting their ability to provide advances and making other
sources of finance increasingly important for financing the projected growth. To meet the infrastructure financing
gaps, development measures of capital markets should be undertaken to enable a new pool of capital for unfunded
infrastructure projects.

Policymakers require to go through several initiatives for building a vibrant capital markets. Firstly, adjusting
performance at a ground level. Traditional approaches to bench marking capital markets compare size to GDP.
Introducing a set of indexes may help policymakers to better benchmark their markets. Secondly, reshaping
markets for organic rather than exponential development. Designing market for a performance correction and
infrastructure adjustments can improve short-term performance. But sustainable improvement is achievable only
through policy changes that alone can support long-term growth. Finally, executing a nationwide management
improvement approach. In many emerging economies, policymakers felt the necessity of improvement of depth,
breadth and resilience of capital markets. Three steps should be incorporated, people, process, and culture.

We require skilled employees to drive the capital market into the right direction. In order to develop skilled
employees, training and professional development are required.

Process needs to be developed to advance capital market in the long run. At the moment, there is only business
in the upside; when market goes up. However, innovative financial products need to be developed to cater the
needs of the investors.

Culture is also important in developing a sound capital market. Culture represents the current mindset of our
investors. Presently, investors are inclined towards keeping their investments in the banks. However, with the
current conditions, average annual deposit rate of banks stands at 5.5%, whereas the current inflation is 6.5%. As
a result, investors keeping their investment in banks are experiencing a negative (-1%) one percentage real rate of
return.

However, implementation of these development measures still remains the big challenge. Numerous
interdependent measures need to be sequenced and implemented over a long time horizon and required a
management improvement mindset.




Bangladesh has forwarded a step ahead fulfilling the requirements to graduate from LDC to developing country.
There are three criteria required for a country to be a developing country from a low-income country. These are
Gross National Income (GNI) per capita, Human Assets Index (HAI, indicates nutrition, health, adult literacy and
secondary school enrolment rate) and Economic Vulnerability Index (EVI, natural and trade related incidents or
shocks). Firstly, Bangladesh’s per capita income is $1610 which is above than required $1,272. Secondly,
Bangladesh’'s Human Assets Index (HAI) is 72.9 above than 66. Thirdly, Economic Vulnerability Index has to be
below 32. Bangladesh'’s EVI is 25 which is well below the threshold.

This graduation comes with both opportunity and challenge. Our first challenge is that we will lose our duty free
access to the market of developed countries of our garments and textile products. Second challenge is that we will
no longer be eligible for grants and low interest loans under official development assistance (ODA) from the
developed countries.

The opportunities we have is that the new status will help us in branding Bangladesh. Investors will be interested
to invest in the country given its strength in certain areas such as the size of its Gross Domestic Product (GDP),
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Emerging Capital market are financial markets where the ratio of investable market capitalization to GNP is low or
the low or middle income economics. Among them Equities of Bangladesh are much cheaper, posting a P/E ratio
of only 15.12. It makes our capital market one of the most favorable investment destinations. Also, our market
capitalization to GDP ratio is one of the lowest (14.4%) among other emerging economies, far below the average
of 73.8%. This gap certainly depicts that there are more room for our capital market to grow. According to the World
Economic Forum, Malaysia is named as the region’s top emerging economy in its Global Competitiveness Report
2017-2018. Malaysia is listed as 23 out of 137 countries in Global Competitiveness Index, steadily improving the
nation’s ranking from 25th last year and ahead of countries such as China, which was ranked 27™. Malaysia took
second spot among nine ASEAN countries with Thailand ranked at (32), Indonesia (36), Brunei Darussalam (46),
Vietnam (55), Philippines (56), Cambodia (94) and Laos (98).
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In the 1970s and 1980s Asia’s original fast-growing ‘tiger’ economies were Hong Kong, Singapore, Taiwan and
South Korea. The baton then passed to a new generation of fast growers: Thailand, Indonesia, Malaysia and, more
recently, India. According to the Securities Commission Malaysia, The Malaysian capital market grew by 12.6 per
cent to RM 3.2 trillion last years, with double digit growth across all segments. The equity market capitalization and
Islamic capital market grew by 14.4 percent and 11.9 percent respectively, to both end at RM1.9 trillion each.

In recent years the Philippine capital markets have performed well. The benchmark index has quadrupled since the
global financial crisis in 2008 on a combination of good policy, strong economic growth, healthy inflows of foreign
investment and low international interest rates.

Every economy has its own characteristics, challenges and priorities. Some necessary initiatives can be introduced
to overcome our challenges. Firstly, transparency and confidence in market procedures are essential. To participate
in the capital market with confidence, market participants requires an efficient and stable legal framework.
Secondly, the issuer community can play a big role to introduce attractive products for investors. Most of the cases,
emerging market investors are willing to participate but eventually discover that available securities are not
sufficient to meet their investment demands. Moreover, financial knowledge and capital market education of
investors & issuers increases market participation. Lack of financial education can hamper development of a capital
markets significantly. Before participating in capital market, investors must understand financial markets
mechanism and the risk-return profiles of invested securities. BSEC took the initiative of “Nationwide Financial
Literacy Program”. This initiative should be made more dynamic in order to include more investors within the
scheme.

Finally, diversification of investors is essential. Capital market will be stable and well-functioning, when investor base
is diversified. Foreign investments to frontier markets can increase market liquidity, and foreign investors often
provide pressure for developments during a market's early growth stages. Meanwhile, domestic investors also
provide stability to the capital market during rapid outflows of foreign investments.




Mutual fund industry: high time to harness
opportunities and overcome challenges

CFA Society Bangladesh

Industry overview

Total asset under management (AUM) of the mutual fund industry of Bangladesh was BDT 118.78 bn (USS 1.42
bn) in June 2018. We have 37 closed-end funds with BDT 61.77 bn AUM and 43 open-ended funds with BDT
57.01 bn AUM.

The industry started its journey as state-sponsored Investment Corporation of Bangladesh (ICB) launched its first
unit-fund in 1981. Later in 2000, first private-sector asset management company (AMC) - AIMS of Bangladesh Ltd.
launched its first closed-end mutual fund. In 2001, Bangladesh Securities and Exchange Commission enacted the
Mutual Fund Rules, 2001 which facilitated development of the mutual fund industry of the country. The industry got
its momentum before the market turmoil in 2010 as few number of private-sector AMCs came into operation,
mostly through floatation of closed-end mutual funds. Currently there are 36 registered AMCs in Bangladesh- out
of these, 26 AMCs have mutual funds under management. Largest three AMCs have roughly 80% market share in
terms of AUM value. Unlike the comparable markets, local financial institutions are not the usual sponsors of asset
management companies in Bangladesh- only one of the top four AMCs have local institutional sponsors.

Local institutions, mostly banks, non banking financial institutions (NBFIs), insurance companies and respective
AMCs are the sponsors of mutual funds in Bangladesh. The industry is regulated by the Bangladesh Securities and
Exchange Commission (BSEC). Management fee received by the AMCs for managing mutual funds is determined
by the Mutual Fund Rules, 2001 which also set a single-set of investment constraints for all kinds of mutual funds.
This primarily explains absence of fixed income funds or money market funds in Bangladesh, unlike the other
comparable markets.

Analysis of demand and supply side

Bangladesh's financial service sector is dominated by the commercial banks with a total deposit and loan base of
BDT 9,932.71 bn (USS 118.67 bn) and BDT 8,315.95 bn (USS 99.35 bn), respectively. Total banking sector deposits
comprises of 44.37% of country’s GDP in 2017-18. However, mutual fund industry has a total AUM of BDT 118.78
bn (USS 1.42 bn) which is just 0.53% of the country’s GDP. Bangladesh is clearly falling far behind the comparable
markets in terms of AUM/GDP. AUM of mutual funds as a percentage of GDP is 62% globally and 11% in India
compared to only 0.53% in Bangladesh.

Local institutional investors are the dominant demand drivers of the mutual fund industry of Bangladesh at the
moment while resident individuals- mostly high net worth individuals (HNWIs) making up the rest. The industry has
recently ventured into the middle or lower-middle income groups through offering systematic investment plan (SIP)
with lower value denomination for fund subscription. Notable here- inadequate financial literacy, limited distribution
network of the industry, lack of fixed income fund and weak investors’ confidence are the main reasons behind
under-penetrating mutual fund industry in Bangladesh. The industry needs to diverse its product offering to
best-suit different market segments with varying risk-return objectives and to safeguard unitholders’ interests from
any potential agency-conflicts. Financial institutions such as banks should be allowed to distribute mutual fund
products by leveraging their strong branch networks and BSEC's relentless drive for elevating public financial
literacy should continue.




Industry issues and challenges

1.

Legacy industry issues hurting investors’ confidence/ sentiment: During the fast-growth phase of
2008-2011, most of the new mutual funds were closed-end. On average, these funds were trading at very
high premiums of their respective net asset values (NAV) due to acute and chronic market inefficiencies.
The industry has been suffering due to lost investors’ confidence as many closed end funds were trading
at more than 50% discount to their respective NAVs in 2012-14. However, BSEC's regulatory
reinforcements, including directives to convert or redeem tenured closed-end funds and to disclose
mutual funds’ portfolio statements quarterly brought back discipline and good governance in the industry
and except a few, most of the closed-end funds have delivered satisfactory performance since 2013-14
and market prices-to-NAV ratios of well-performing closed-end funds improved accordingly. Continuation
of such necessary regulatory oversight will help the industry to develop in the right direction.

Rigid investment constraints: Mutual Fund Rules (2001) have a single-set of investment constraints for
all kinds of funds with different investment objective and orientation. Such restrictions can be structured in
a more diverse way to reflect needs of different style of funds (such as value, growth and balanced funds)
and nature of funds (such as equity, fixed income and special purpose funds).

Lack of diversified funds: Mutual fund penetration in Bangladesh is still very low compared to other
markets as significant portion of the population, with low-base of financial literacy, is not very familiar with
the idea. However, these individuals mostly keep their savings as fixed deposits with banks or subscribe
to National Savings Certificates and hence, they are more familiar with the interest rate instrument market.
However, average investors can hardly undertake credit risk assessment while keeping money in banks
due to information asymmetry and lack of necessary expertise. For them, the natural first step would be
investing in fixed income mutual funds as -a) fixed income mutual funds are less risky compared to equity
or balanced funds, b) fixed income funds are more tax efficient and better liquidity providers than direct
exposure to fixed deposits or corporate bonds in Bangladesh, and c) AMCs can add significant value to
average investors’ portfolio by undertaking diligent risk assessment and management role. A wider range
of mutual fund products containing multiple asset classes with different investment objectives and
strategies (from fixed income to equity, from growth to value/ yield orientation) would have better driven
demand and market for the mutual fund industry.

Narrow universe of eligible securities: There is a general perception that Bangladesh equity market did
not evolve as needed to generate sustainable wealth for sizable investor-base. This is reflected in the low
equity market capitalization-to-GDP ratio. In line to that, most of the Portfolio Managers find that the
number of high-quality investable companies is limited as many large and highly profitable companies
across different sectors are yet to be listed. There is only one corporate bond listed in the exchange and
the market for privately placed bonds not sizable and is dominated by banks’ subordinated bond issuance.
Treasury securities are thinly traded as retail investors have access to significantly better yielding National
Saving Certificates which are non-transferable government securities. Development of the listed equity
and bond universe and risk-based, market driven securities pricing is critical to development of the mutual
fund industry over the long-term.

Distribution challenges: Commercial banks are the largest distributors of financial service products in
Bangladesh. With about 10,000 branch-footprints throughout the country, banks are the most trusted
financial service providers. However, current regulation (Bank Company Act 2011) does not allow
commercial banks to distribute mutual funds to their customers. Moreover, the absence of a vibrant
investment advisory and wealth management industry also put a drag on the penetration of the mutual
fund products. Hence, the mutual fund industry has been selling directly to the investors with a small share
of subscription generated by the stock brokers acting as selling agents. Such distribution model has
significant capacity constraints in terms of expertise and access to the target segments.
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Opportunities
1.

Sizable, underpenetrated market: Mutual fund industry has a total AUM of BDT 118.78 bn which is just
0.53% of annual GDP of Bangladesh. The ratio is 11% in India and62% globally. Therefore, the industry has
a significant growth headroom. Development of mutual fund industry will drive more efficient capital
allocation in the economy, faster capital formation, sustainable financial security for a huge population and
reduce volatility in the asset markets.

Fixed income funds: Bank deposits makes up 44.37% of annual GDP of Bangladesh. Most of these
depositors, being small ticket customers of banks, do not have risk assessment expertise or bargaining
power to negotiate commensurable risk premium with banks. Recent deterioration of banking sector
non-performing loan and capitalization situation have made the issue more critical from investors’
perspective. Fixed income mutual funds have great prospect to address such market inefficiencies. This
kind of funds may act more efficiently as financial intermediary and play a great role in allocating long-term
capital in infrastructure, energy, healthcare industries. Such development will - a) create a critical-base for
the mutual fund industry from the supply side perspective and therefore triggers scale for the fund
distributors; and b) drive building AMCs' track-record and investors’ confidence to create demand for
equity and other kinds of mutual funds.Fixed income funds generally spearhead mutual fund industry
development as reflected in the fact that 41% of all AUM in India is invested in fixed income funds. The
number is 26% in Pakistan, 85% in Sri Lanka and 43% in Vietnam. Hence, opening up of the fixed income
fund sub-sector is critical to the development of mutual fund industry in Bangladesh.

Attracting NRB and foreign capital: Bangladesh received USS 14,982 mn of annual inward remittance
in 2017-18 fiscal year from around 10 million non-resident Bangladeshis (NRB) working globally. These
NRBs cannot directly invest in the capital market products of the country without opening non-resident
investors Taka account (NITA) account and separate custodian account which increases cost of investing
significantly. Moreover, foreign investors or NRBs, with repatriation need, cannot currently invest in
open-ended mutual fund products from their NITA accounts. Mutual fund industry demand can be
strengthened by simplifying subscription procedure for foreign and NRB investors.

Pension fund and insurance industry: Bangladesh has just started setting up a public pension system-
however, this may not come into effect in the near term. Additionally, life insurance companies have
stringent limits for capital market exposures. Hence, private pension funds and insurance funds are not
participating actively in the capital market of the country. Concerted policy initiatives from different
regulatory bodies such as Ministry of Finance, Bangladesh Securities and Exchange Commission,
Bangladesh Bank, Insurance Development & Regulatory Authority (IDRA) can open up opportunities for
more active participation of long-term capital in the mutual fund industry.

Taking advantage of digital/ fintech revolution: Developments in digital financial service industry and
fintech space may facilitate smarter KYC, stronger distribution model, cost-effective operational model
and seamless customer experience for the mutual fund industry. Innovative public investment products
may entice investors’ appetite and drive strong case for mutual fund industry development. Recently,
Indian securities market regulator- SEBI- has approved selling of mutual funds on different e-commerce
sites and payment platforms such as Flipcart and Paytm- which can be used as a reference for
Bangladesh market.

Industry priorities from long-term development perspective

1.

Resolving the legacy issues: BSEC's directive for conversion or redemption of tenured closed-end
mutual funds was a great positive catalyst for the industry. Implementation of BSEC’s directive is even
more critical now as, closed-end mutual funds are currently trading at an average 35%-discount to their
NAVs.Conversion of the closed-end funds into open-end funds will provide investors option to exit from
the funds at a price closed to their NAVs.




Upcoming funds should be open-ended: Apparently, open-end fund structure has been better-serving
investors’ interest in Bangladeshas the investors can take exit form such funds at a price close to the
prevailing NAV as opposed to the current average 35%-discounts in case of closed-end mutual funds.
Therefore, all the stakeholders should opt for open-end fund structure as they launch new funds.

Introduction of fixed income fund and other types of funds with diverse investment constraints:
Necessary concerted policy-changes should be undertaken as top-priority to facilitate development of
the fixed income and money market mutual funds. Changes in the investment constraints and fees
structures for different service-providers including AMCs, as mentioned in Mutual Fund Rules (2001),
can be the starting point to pave the way for fixed income funds. There should be significant fiscal
incentives, in the form of tax credit and/or tax exemption, for investors to subscribe in fixed income /
money market mutual funds versus taking direct exposure in underlying securities.

There should be no taxes on mutual funds: Currently, 5% advance income tax (AIT) is applied on
interest income on bank deposits of mutual funds. As mutual funds are pass-through vehicles, any taxes
on their income is unjustifiable. Therefore, 5% AIT on interest income should be withdrawn. Additionally,
continuation of current lower corporate tax structure for asset management companies may attract high
quality promoters and management team in the industry.

Stronger fiscal incentives for unitholders: Currently, up to BDT 25,000 of dividend income from
mutual funds is tax exempted for individual unitholders.Such tax exemption from dividend income of
mutual funds has generally been much higher in countries where mutual fund industry is in at early stage
of development. For example- dividends received from any mutual funds were fully tax-free in the hands
of investors for up to INR 1 million (equivalent to BDT 1.2 million) until 2018 in India, a country with similar
per capita income like Bangladesh. Hence, we recommend tax-exempted dividend income from mutual
funds may be increased to minimum BDT 500,000 from the current level of BDT 25,000.

Open-end mutual funds must disclose their portfolio statements like the closed-end ones: In the
best interest of unitholders, good governance and level playing field, BSEC should make it mandatory
for open-end mutual funds to disclose their portfolio statement on quarterly-basis. Currently such
requirement is mandatory only for closed-end funds.

Pricing of open-ended funds should be based on daily NAV as opposed to weekly NAV: Currently,
the issue price and redemption price of open-ended mutual funds are determined based on weekly NAV.
As the NAV of a fund can significantly change on any day, the issue price and redemption price of
open-ended funds for a day should be based on the closing NAV of the fund on the previous day.

Rationalizing fund expenses: Initial formation expenses for setting up open-ended mutual funds
should be inversely related to the actually raised initial fund under management rather than targeted
initial size. For smaller funds, highest slab of 5% formation expenses may be applied and this should
come down below 2% on the actually raised initial fund size as it crosses BDT 1 bn mark. Fixed income

mutual funds should have a separate and lower asset management fees structure than the existing one.

Allowing commercial banks and digital channels to distribute mutual fund products: Commercial
banks with strong branch-network and credibility to end-customers are better positioned to widely
distribute mutual fund products. AMC-led digital investment advisory and distribution system,
integration with the digital payment eco-system and cross-selling opportunities among different financial
service providers can harness faster growth and robust development for the local mutual fund industry.
Such digitization, integration and partnership will not only enhance distribution reach but also facilitates
cost-effective sustainable models.
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10. Brokerage arrangement needs to be cost effective. Currently, the annual brokerage maintenance fee
of BDT 450 is too high for small investors. For example, a BDT 1,000/ month systematic investment plan
is not value generative in current eco-system as annual brokerage account maintenance fees of BDT 450
eat up about 7% of the average annual investment balance. Hence, the industry needs to find an
alternative, more cost-effective brokerage arrangement to cater services to this base-of-the-pyramid
segment.

11. Flexibilities for attracting NRB and international investor segments: NRBs and international
investors may participate with a bigger role in mutual fund industry if subscription in the open-ended
mutual funds is made possible through their NITA custodian accounts.

12. Revisiting dividend policy for different kind of mutual funds: Mutual Fund Rules, 2001 defines a
mandatory dividend payout policy of 50% for growth funds and 70% for the other kinds of funds- be its
closed-end or open-end. Such regulation fits well in the closed-end fund structure, but not so for the
open-end funds as they are inherently less risky for unitholders from liquidity and valuation risks
perspective. With a dividend withholding tax rate of 10-20%, mandatory dividends distributed from
open-end mutual funds are value-degenerative for unitholders in most cases. These open-end mutual
funds are highly liquid at their most updated net asset values- so, if a unitholder needs an annual income
fromhis/her investments in mutual funds, s/he would prefer surrendering units to collecting dividends. On
the other hand, mandatory dividend paid out from open-end funds generates undesirable tax-drag and
re-investment risks for investors with long-term investment horizon. Therefore, the provision for mandatory
dividend payout policy for the open-end mutual funds could be reviewed and dividend distribution tax for
Cumulative Investment Plan (CIP) subscribers should be withdrawn.

Bangladesh has been striding strongly as an important developing economy and frontier market. The capital
market of the country has come a long-way - now comprising a weight of more than 5% in the MSCI Frontier
Market Index which was just less than 1% in 2010. However, the local mutual fund industry has a great role to play
in the future market development phase. BSEC has navigated the mutual fund industry remarkably well in last 25
years and set stakeholders’ expectation on high-note for the journey ahead.
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