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Historical Background

Created in 1967 mainly for 
poliƟcal and security reasons, 
The AssociaƟon of Southeast 
Asian NaƟons (ASEAN) has 
matured over Ɵme as an 
insƟtuƟon moving from 
cooperaƟon by consensus 
to integraƟon by choice. The 
first ASEAN Leaders’ Summit 
in 1976 was a watershed. 
It introduced a significant 
economic agenda that helped 

drive progressive trade and investment liberalizaƟon. By the 
early 1990s, the economies of ASEAN’s five original members 
(Indonesia, Malaysia, the Philippines, Singapore, and Thailand) 
were an integral part of the “East Asian Miracle.” Remarkably, 
the group introduced several cooperaƟve iniƟaƟves at a Ɵme 
when its membership considerably expanded with the admission 
of Cambodia, the Lao People’s DemocraƟc Republic (Lao PDR), 
Myanmar, and Viet Nam (together known as the CLMV countries).

The 1997/98 Asian financial crisis hit ASEAN economies hard. In 
the crisis aŌermath, the group’s dynamics changed dramaƟcally, 
both internally and externally, creaƟng a drive for expanded 
cooperaƟon and integraƟon with the PRC, Japan, and the Republic 
of Korea — through a newly established ASEAN+3  process. Amid 
huge socio-economic uncertainƟes, ASEAN pushed its integraƟon 
agenda forward with the adopƟon of Vision 2020 — a major 
commitment to regional cohesion.

Further progress toward regional integraƟon was made in 2003 
with the decision to form the ASEAN Community and, in 2007, 
with the adopƟon of the ASEAN Charter and the creaƟon of the 
CommiƩee of Permanent RepresentaƟves. More recently, ASEAN 
leaders promoted policies aimed at narrowing development 
gaps and strengthening the group’s centrality in the regional 
architecture for cooperaƟon. Today it is a successful model for 
regionalism, widely recognized globally.  It represents a major 
economic bloc, home to about 620 million people with a gross 
domesƟc product (GDP) of more than USD 2.3 trillion — 3.3% of 
the world total. Importantly, ASEAN economies are also among 
the world’s most open, with merchandise exports over USD 1.2 
trillion — nearly 7% of the global total.

Free trade agreements (FTAs)

The trend of proliferaƟng free trade agreements (FTAs) with 
partners around the world started in the early 2000s. By the 
end of 2013, ASEAN countries had signed 40 FTAs, including five 

ASEAN+1 agreements with key East Asian partners (Australia/
New Zealand, the PRC, India, Japan, and the Republic of Korea). 
The Trans-Pacific Partnership (TPP) and Regional Comprehensive 
Economic Partnership (RCEP), two of the 29 FTAs currently under 
negoƟaƟon, have massive economic implicaƟons and potenƟally 
hold significant benefits for signatories. This is parƟcularly true 
for the RCEP, which would also greatly boost ASEAN’s centrality in 
expanding Asian regionalism. 

ASEAN Economic Integra on

As for the ASEAN Economic Community (AEC)1, it represents one of 
the most important milestones for ASEAN economic integraƟon. 
It is structured on four pillars: (i) a single market and producƟon 
base; (ii) a compeƟƟve economic region; (iii) equitable economic 
development; and (iv) integraƟon into the global economy. 
Moving beyond the 2015 agenda toward 2030, ASEAN needs to 
further deepen regional integraƟon by creaƟng a truly borderless 
economic community. Otherwise, it will risk losing its centrality 
and compeƟƟve posiƟon vis-à-vis the PRC and India. 

‘RICH ASEAN’ BY 2030

Despite the rapid development and progressive integraƟon 
achieved over the past few decades, ASEAN economies remain 
extremely diverse, marked by a low degree of convergence. Yet, in 
responding to the changing internaƟonal environment, they face 
common risks and must shape common strategies to promote 
development in the region. NaƟonal goals invariably differ 
across countries. The region seeks to become resilient, inclusive, 
compeƟƟve, and harmonious — realizing a “RICH” ASEAN by 2030.

Resilience refers to the capacity to handle volaƟliƟes and shocks, 
from within or outside the region, reducing the likelihood 
of economic crises. It requires strong insƟtuƟons and solid 
macroeconomic policies run by effecƟve managers, capable 
of assessing risks and taking acƟon. It also needs a regional 
framework for macroeconomic cooperaƟon and management. 
Inclusiveness refers to the need for ASEAN to achieve equitable 
economic development, providing opportuniƟes through 
cooperaƟon strategies that reduce income gaps within and 
across countries, and promoƟng ciƟzen welfare. CompeƟƟveness 
requires a business environment where successful firms operate 
in efficient markets under effecƟve naƟonal and regional 
regulaƟons, as ASEAN products compete globally with improved 
producƟvity and more indigenous innovaƟon. Harmony stems 
from environmentally sustainable development and growth, with 
proper consideraƟon of the need to miƟgate and adapt to climate 
change. It requires growing acceptance of ASEAN as a family of 
naƟons, where member countries live in peace, working together 
to resolve common problems.

Key development Challenges

Achieving a “RICH” ASEAN by 2030 is an ambiƟous target. It 
requires meeƟng four key development challenges: enhancing 
macroeconomic and financial stability, supporƟng equitable 
growth, promoƟng compeƟƟveness and innovaƟon, and 
protecƟng the environment. 

Enhancing Macroeconomic and Financial Stability

One important lesson from past financial crises is that policy 
frameworks overly designed for rapid growth can destabilize 
financial markets, damaging economic development. Prudent and 
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1In 2015, ASEAN members will be launching the ASEAN Economic Community (AEC). This ini a ve, which is part of a broader “ASEAN Community” including 
poli cal-security and socio-cultural pillars, will be taking shape just as the center of global economic gravity is shi ing toward Asia.
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coherent macroeconomic policies are instrumental in balancing 
the need to both sustain economic expansion and ensure overall 
economic and financial stability. And while naƟonal measures are 
always the first line of defense, the macroeconomic framework 
increases its regional dimension as naƟonal economic barriers are 
brought down over Ɵme, heightening the risk of contagion. Thus, 
policy cooperaƟon and coordinaƟon assume central importance 
in formulaƟng strategies aimed at prevenƟng economic and 
financial crises. 

Suppor ng Equitable Growth

ASEAN’s economic growth must not only be rapid and sustainable, 
but also inclusive and equitable. Development needs to ensure 
convergence in people’s incomes and quality of life, both across 
and within countries. Coupled with social and demographic 
transformaƟons, inequality is indeed one of the most difficult 
challenges ASEAN countries face — collecƟvely and individually. 
So far, development policies have drasƟcally reduced poverty and 
led to a large improvement in living standards. Yet, many people 
in ASEAN conƟnue to live on less than USD 2 a day. In addiƟon, 
over recent decades the rich have tended to benefit more from 
growth than the poor. But islands of prosperity cannot survive in 
a sea of growing inequality. 

Promo ng Compe veness and Innova on

GlobalizaƟon, marked by rapid progress in transportaƟon 
and communicaƟon technology, has changed the way ASEAN 
producƟon systems are organized.  Ever more efficient logisƟcs is 
improving the conceptualizaƟon, producƟon, and distribuƟon of 
goods and services. With compeƟƟveness and innovaƟon driving 
globalizaƟon, eliminaƟng barriers to trade as well as increasing 
capital flows, labor mobility, and informaƟon flows have become 
criƟcal factors in ensuring a country’s economic progress. The 
process of trade and investment liberalizaƟon is indeed one of 
the main reasons behind Asia’s economic success. 

Protec ng the Environment

Ensuring proper environmental stewardship — managing the 
natural resource endowment by balancing protecƟon and 
exploitaƟon — is a mulƟ-faceted challenge. While abundant 
across Southeast Asia, natural resources are depleƟng rapidly as 
they are used for industry and to meet the consumpƟon needs 
of growing populaƟons. DepleƟon reduces naƟonal wealth. 
And most natural resources, when transformed into energy, 
unavoidably aggravate polluƟon. Accordingly, their mobilizaƟon 
and sale must be carefully weighed against economic and social 
costs. Market prices do not always reflect social costs. Similarly, 
corporate balance sheets rarely account for environmental 
effects. 

Ins tu onal Architecture

A sound and effecƟve insƟtuƟonal architecture is important for 
ASEAN to remain relevant to its member countries and external 
partners. It helps beƩer balance naƟonal interests with the need 
to create a disƟncƟve, outward-oriented, cohesive brand of 
regionalism — forming a partnership for shared prosperity that 
benefits not only individual members but also broader Asia and 
the rest of the world. Although the governing principles of the 
so-called ASEAN Way have served the region well, reforms are 
needed to improve the group’s insƟtuƟonal efficiency, maintain 
centrality, and lead ASEAN into its next phase of integraƟon, 
moving beyond the AEC in 2015 toward a truly borderless 
economic community by 2030.

ASEAN’s insƟtuƟonal framework and basic governing principles 
were designed mainly to cover poliƟcal and security maƩers. But 
economic and social issues have become the group’s main focus, 
requiring more flexibility, Ɵmely decision making, and efficiency. 

Therefore, ASEAN needs to structurally reform its basic governing 
principles. Areas for improvement include the group’s basic 
approach to decision making, financial contribuƟons, and the 
delegaƟon of powers from naƟonal to regional agencies.

Policy Op ons

To realize ASEAN’s 2030 growth aspiraƟons — tripling per capita 
income and raising the quality of life to levels enjoyed by OECD 
countries today — policymakers need an appropriate mix of 
naƟonal and regional policies. They need to introduce domesƟc 
structural reforms and deep regional integraƟon iniƟaƟves to 
eliminate remaining barriers to the free flow of goods, services, 
and factors of producƟon.

Macroeconomic and Financial Stability

To increase resilience to macroeconomic shocks, naƟonal 
economic authoriƟes should include financial stability as a clear 
policy objecƟve, conduct economic and financial supervision 
using proper macroprudenƟal tools, and ensure banking 
soundness through periodical monitoring and stress tests. Policies 
must (i) ensure flexibility in adjusƟng to shocks, (ii) develop strong 
external posiƟons as selfinsurance against financial crises, (iii) 
carefully monitor short-term capital flows to manage risks and 
volaƟliƟes, (iv) upgrade technical regulatory and supervisory 
capacity, (v) pursue fiscal and monetary discipline, and (vi) reduce 
dollarizaƟon in CLMV countries.

Equitable and Inclusive Growth

With economic inequality rising in ASEAN, efforts to reduce 
poverty must be accompanied by coherent policies that 
redistribute the benefits of growth and development more 
equally to all people. A broad set of naƟonal policies should be 
designed to draw in the marginalized, offering equal opportuniƟes 
to all. Macro level programs are needed to narrow income gaps 
across the region, improving social cohesion and welfare. They 
must be accompanied by inclusive policies, introducing schemes 
that support SMEs, increase financial inclusion, and enhance 
governance and regulaƟons to improve educaƟon and health care. 

Compe veness and Innova on

A broad range of policies that promote compeƟƟveness and 
innovaƟon cover improving social infrastructure, poliƟcal 
insƟtuƟons, the macro-economy, and the business climate. 
R&D investment is criƟcal for technological advancement and 
innovaƟon — prerequisite for higher producƟvity. Policies 
promoƟng compeƟƟveness and innovaƟon should be craŌed 
naƟonally, given the differing individual contexts and needs. 
It is also important to introduce common ASEAN product and 
governance standards to create a single market for the region.

Environmental Protec on

In 2010, the ASEAN Ministerial MeeƟng on the Environment 
introduced a blueprint of 10 priority areas for environmental 
protecƟon. It has also produced several agreements to lower 
carbon emissions, reduce greenhouse gases, lower trans-
boundary haze polluƟon, and manage water resources. While 
ASEAN resoluƟons are non-binding naƟonally, policymakers 
should proacƟvely introduce long-term development plans that 
reflect decisions taken by ASEAN agencies and agree on an overall 
approach for mainstreaming green growth in naƟonal strategies. 
ASEAN members should promote “green” products — adopƟng 
common standards across the region — which can provide new 
impetus for joint development of niche sectors. Overall, naƟonal 
policies should be focused on controlling polluƟon and solid 
waste, improving energy efficiency, providing safe water, and 
managing urbanizaƟon.
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Financial Market Development

ASEAN countries need to develop broad-based and efficient 
financial markets supporƟng development of the real sector. 
NaƟonal authoriƟes must balance liberalizaƟon with new 
regulaƟons that require closer cooperaƟon among the region’s 
financial supervisors — either through mutual recogniƟon or 
regulatory harmonizaƟon and prudenƟal norms. To miƟgate the 
risks posed by liberalizing financial services, ASEAN members 
should set precondiƟons for easing market entry, sequencing 
the relaxaƟon of entry rules — disƟnguishing between banks 
and insurance companies from within and outside ASEAN, for 
example — and ensure informaƟon sharing between home and 
host country supervisors. To deepen and widen domesƟc bond 
markets and increase liquidity, it is criƟcal to expand the number 
of qualified issuers and potenƟal buyers. Reaching a criƟcal mass 
is of utmost importance for increasing the efficiency of equity 
markets. At the same Ɵme, local credit raƟng agencies need to 
be strengthened.

Human Capital Development

Given ASEAN’s deceleraƟng populaƟon growth and aging 
socieƟes, members must develop their human capital to generate 
stronger and more inclusive development as well as improve 
producƟvity and compeƟƟveness. Investment in urban and rural 
basic social services — safe water, sanitaƟon, and other health-
related services — is important, especially in the CLMV countries 
and least developed areas of ASEAN-6, such as Mindanao in 
the Philippines and Sulawesi, Maluku, and Papua provinces 
in Indonesia. Human capital development requires greater 

investment in enhancing the quality of educaƟon. Aside from 
conƟnued efforts in primary and secondary educaƟon, ASEAN 
countries should invest more in basic science and in terƟary 
educaƟon, especially in CLMV countries. Increasing investment in 
vocaƟonal schools, including through public–private partnerships, 
can increase the scienƟfic and technical skills needed to foster 
technological progress and innovaƟon. Overall social security 
systems must also be enhanced.

Seamless Connec vity

The need for physical infrastructure — roads, railways, ports, 
airports, and energy lines — varies dramaƟcally across ASEAN 
countries. ExpediƟous implementaƟon of the Master Plan on 
ASEAN ConnecƟvity will help upgrade exisƟng transport and 
communicaƟons faciliƟes, as well as harmonize rules, regulaƟons, 
and standards. Various sub-regional programs play an important 
role in this respect.

Governance Issues

ASEAN countries need to proacƟvely strengthen governance 
standards, starƟng from improving the effecƟveness of exisƟng 
insƟtuƟons — which must be transparent, rule-bound, and 
designed to improve economic welfare for all, rather than 
serving parƟcular interests. The introducƟon of proacƟve 
measures and acƟons to minimize the scope of rent-seeking 
and remove the potenƟal for corrupƟon is a necessary step 
in promoƟng good governance and the rule of law through 
building solid, transparent, and credible insƟtuƟons. Among 
naƟonal policy reforms, those related to law enforcement are 
probably the most urgent.

ARTICLE OF THE MONTH
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Build defenses against global financial crisis: A ur

Bangladesh Bank Governor Dr. 
AƟur Rahman said the small 
and open economies need to 
keep on building the defenses 
in advance against global 
financial crisis. While speaking 
at the Annual General MeeƟng 
(AGM) of Bank of InternaƟonal 
SeƩlements (BIS) at Basel, 
Switzerland recently Dr. AƟur 
said Bangladesh has exactly 
been doing this by developing 
financial inclusiveness as an 

effecƟve instrument of promoƟng both output stability and 
financial stability. He arƟculated that inclusive financing does this 
by diversifying asset porƞolios and deposit bases of financing 
insƟtuƟons among myriad of small new inclusion clients, reducing 
credit and liquidity risks. The governor brought to the noƟce 
of the panel the need for global level coordinaƟon with global 
liquidity growth appropriately tethered to global output growth. 
Otherwise, the resulƟng macroeconomic imbalance will lead to 
spillovers of inflows and ouƞlows that will keep on destabilizing 
small open and emerging economies.

BB Governor at 28th SAARCFINANCE Governors’ Symposium, 
Colombo

Bangladesh Bank (BB) 
Governor Dr. AƟur Rahman 
spoke on “Unwinding of 
unconvenƟonal monetary 
policies of Advanced 
Economies (AEs) and 
its impact on emerging 
market economies (EMEs)” 
in the 28th SAARCFINANCE 
Governors’ Symposium in Colombo on 24 July, 2014. Governor 
Rahman menƟoned that the QuanƟtaƟve Easing (QE) of AEs 
pumping huge liquidity broadened access of EMEs to low cost 
financing in converƟble currencies, its unwinding by phased 
tapering creates the exactly opposite situaƟon for the emerging 
and developing economies of reducƟon and reversal of fund 
inflows creaƟng disrupƟons for investment acƟviƟes, currency 
stability and so forth. He dwelt upon the coping strategies that 
EMEs and developing economies can adopt unilaterally, regionally 
and in global forums. These include (1) EMEs’ collecƟve effort 
in pressing the IMF, WB, ADB and other supranaƟonal financial 
insƟtuƟons to line up adequate financing for EMEs to subsƟtute 
for withdrawals caused by QE phase out; (2) EMEs using part of 
their high foreign exchange reserves in seƫng up new regional 
financial insƟtuƟons, like the one already iniƟated by the BRICS; 
(3) EME central banks entering into mutual support SWAP lines, 
as introduced by ASEAN+3 member country central banks, and 
recently by South Asian central banks in their SAARCFINANCE 
forum. Referring to the experience of Bangladesh economy, Dr. 
Rahman added that maintaining effecƟve grip on short term 
hot money inflows and ouƞlows paid well in keeping growth 
momentum with macroeconomic stability for Bangladesh.

BB issues guidelines for customer services

Bangladesh Bank (BB) issued guidelines for customer services 
and complaint management and asked all banks and financial 
insƟtuƟons (FIs) to follow it to ensure beƩer services to 
customers. The central bank recently said the guidelines were 
issued to protect the interest of customers, ensure beƩer services 

in the financial sector and 
seƩle customers’ complaints.  
According to the guidelines, all 
banks and FIs should follow the 
six major ethics and principles 
in dealing with customers. 
These are: accountability, 
transparency, equity and 
integrity, compliance, safety 
and security and privacy and 
confidenƟality. 

According to the guidelines, accountability and responsibility of 
each employee engaged in customer service should be designed 
clearly and specifically and the officials of banks and FIs should 
provide services to their customers with a sense of urgency and 
commitment. There should be transparency in all terms and 
condiƟons and informaƟon relaƟng to all banking products and 
services provided by the bank and FIs to the customers. Officials 
of banks and FIs must demonstrate their honesty, integrity, 
loyalty, imparƟality to their customers. The officials dedicated 
to customer services should avoid conflict of interest. They 
should also comply with their relevant rules and regulaƟons, 
policies and BB’s instrucƟons while rendering services to the 
customers. Banks and FIs should also ensure safety and security 
in operaƟng system and dealings of their banking products and 
services. Finally, officials of banks and FIs should maintain privacy 
and confidenƟality of banking transacƟons of their customers 
with some excepƟon such as disclosure under compulsion of 
law, public interest and bank’s interest customer’s consent. The 
guidelines also emphasize the risk management issues associated 
with the customer services.

BB withdraws excess liquidity from market with higher CRR

The central bank raised the cash reserve requirement (CRR) by 
50 basis points to 6.50% for the commercial banks. The move is 
aimed at reducing inflaƟonary pressure on the economy by way 
of withdrawing excess liquidity from the market. Under the new 
rules, the commercial banks will have to maintain 6.50% CRR with 
the central bank from their total demand and Ɵme liabiliƟes on a 
biweekly basis. The banks will be allowed to maintain the reserve 
at 6.00% instead of the exisƟng 5.50% on daily basis, but the 
biweekly average has to be 6.50% in the end. The new CRR will be 
effecƟve from June 24, 2014. 

BB relaxes borrowing limit from EDF to propel export growth

Bangladesh Bank (BB) has increased the limit of borrowing by 
an exporter from the Export Development Fund (EDF) to USD 
15 million from the exisƟng USD 12 million. The manufacturing-
oriented exporters of the BTMA, BGMEA and BKMEA are eligible 
to avail the opportunity of the central bank’s special fund. The BB 
on June 24, 2014, issued a circular to authorized dealer branches 
of all scheduled banks in this regard saying that from now on 
the ADs would be able to finance maximum USD 15 million to 
an exporter. The manufacturing-oriented exporters will get the 
facility to import raw materials for producing their export items. 
A BB official said that the central bank widened the credit limit 
due to the increasing demand from the exporters. On April 7, 
2014, the central bank increased the size of the EDF by 20% to 
make it USD 1.2 billion to meet exporters’ demands. Under the 
EDF, commercial banks will charge exporters the LIBOR (London 
Interbank Offered Rate) plus 1.5%, meaning, the cost of loans 
will remain within 2% as the six-month LIBOR rate is 0.35% at 
present.

NATIONAL NEWS BB REGULATIONS
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Monetary policy statement (MPS), July-December 2014

The monetary stance in  (July-December 2014: H1FY15) takes 
these recent economic and financial sector developments into 
account and will target a monetary growth path which aims 
to bring average inflaƟon down to 6.5% by end FY15, while 
ensuring that credit growth is sufficient to sƟmulate inclusive 
economic growth. The risks to the inflaƟon target include global 
food price volaƟlity, any shocks to domesƟc crop output and the 
knock-on impacts of any upward adjustments in public sector 
wages. BB will use both monetary and financial sector policy 
instruments to achieve these goals. The persisƟng inflaƟonary 
pressures over the past few months with the risks ahead related 
to the inflaƟon outlook imply that achieving the FY15 inflaƟon 
target will be challenging. At the same Ɵme the significant 
liquidity in the banking system has led to a sharp rise in reverse 
repo operaƟons with consequent costs to BB and ulƟmately the 
taxpayer. For both these reasons BB decided to raise the Cash 
Reserve Requirement (CRR) by 50 basis points in June 2014. 

Specifically BB will aim to contain reserve money growth to 
15.5% and broad money growth to 16.0% by December 2014. 
The space for private sector credit growth of 16.5% (including 
foreign borrowing by local corporates) has been kept well in line 
with output growth targets and is sufficient to accommodate 
any substanƟal rise in investment over the next six months. BB 
views these figures as indicaƟve ceilings – banks conƟnue to 
be advised to lend only to creditworthy clients for producƟve 
purposes. At the same Ɵme these ceilings are flexible and the 
monetary program can be recalibrated should economic growth 
pick up faster than projected. The projected pick-up in economic 
growth in FY15 should absorb some of the current excess 
liquidity though BB stands ready to use its range of instruments 
to further limit excess liquidity as and when required. Fiscal-
monetary coordinaƟon will conƟnue and the track record of 
containing government borrowing well within budgetary limits 
is expected to conƟnue, further limiƟng any crowding out of 
private sector borrowing.

BDT 506.83 crore refinance loan goes to agriculture sector

According to the latest 
central bank data, 
Bangladesh Bank’s 
refinance fund for the 
agriculture sector stood 
at BDT 506.83 crore as of 
July 3. Some 1,910 agro-
processing industries have 
received loan faciliƟes 
from various financial 

insƟtuƟons under the agriculture refinance scheme. So far, 29 
banks and 20 non-bank financial insƟtuƟons have signed the 

agreement with the central bank to disburse the refinance fund. 
With a view to increasing agricultural producƟvity and access 
to finance for poor and marginal farmers, the central bank 
introduced the BDT 150 crore refinance scheme in 2001. Under 
the scheme, financial insƟtuƟons were instructed to provide 
adequate agro loans, especially in rural areas, at 10% interest 
rate, which is lower than the normal interest rate. The commercial 
banks and non-bank financial insƟtuƟons (NBFIs) were advised 
to select genuine and capable agro-processing farms, and help 
prepare projects for the credit scheme. The central bank has 
already taken a number of iniƟaƟves for promoƟon of agricultural 
produce. To receive the agriculture refinance fund of the central 
bank, all agreement signing financial insƟtuƟons disbursed BDT 
103.17 crore (up to July 03) in 2014, which were BDT 196.82 
crore in 2013, BDT 15.95 crore in 2011, BDT 21.74 crore in 2009, 
BDT 39.04 crore in 2008, BDT 1.43 crore in 2007, BDT 7.29 crore 
in 2006, BDT 29.25 crore in 2005, BDT 20.22 crore in 2004 and 
only BDT 6.52 crore in 2003.

BB raises importers’ bullet payment to USD 1 million

According to Bangladesh Bank (BB) circular, BB raised the bullet 
payment, one-Ɵme repayment term, for deferred leƩers of 
credit to USD 1 million from earlier USD 5,00,000. It has now 
been decided to enhance the limit of bullet repayment from USD 
5,00,000 to USD 10,00,000. Hence, the bullet repayment terms 
will be inadmissible for financing exceeding USD 10,00,000 or 
equivalent in value or for terms exceeding six months. The central 
bank allowed buyers’ credit for imports in 2012 to facilitate the 
country’s overall industrial producƟons. The BB move came 
against the upward trend of deferred import payments in the 
recent months. According to the central bank recent circular, 
use of short-term (up to one year) external import financing for 
eligible deferred import payment has been increasing over the 
recent quarters.

BB to cut mortgage-free agri loan limit

Bangladesh Bank (BB) has made a decision to reduce the limit of 
mortgage-free loan for 28 crops at different rates from the new 
financial year 2014-15. A BB official told that the central bank had 
made the decision to reduce the mortgage-free loan of the crops 
to contain the scheduled banks’ credit risk. 

The farmers are now able to take mortgage-free loan at 
maximum BDT 91.91 lac to culƟvate gerbera flower on five acres 
of land, but they will be able to take such loan at maximum 
BDT 3.06 lac to plant the flower on 0.5 bigha of land when the 
central bank’s decision will be implemented. The BB aƩached 
the decision with its agriculture and rural loan policy for the 
FY 15 which has been announced recently. Mortgage-free loan 
amount for the culƟvaƟon of mushroom seeds and mushroom 
will be brought down to between BDT 1.30 lac and BDT 1.85 
lac depending on the culƟvaƟon area from BDT 5.83 lac- BDT 
55.70 lac.
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Opera ng profits of most banks rise

OperaƟng profits of most of 
the banks rose in the first 
half of 2014 because of fall in 
interest rate on deposit and 
rise in export-import acƟviƟes 
compared to the same period 
of last year (2013). Bankers 
said although operaƟng 
profits rose, the net profit of 
the banks might dip once the 
profit calculaƟon deducƟng 
the provisioning amount 
against defaulted loans was 
completed. Out of 21 banks, 
profits of 19 rose while only 
two declined in January-June, 
2014. According to Pradip 
Kumar DuƩa, Managing 
Director, Sonali Bank that the 
banks made higher operaƟng 
profits because of decline in 
cost of fund. The rate of rise in 

classified loans in banks in six months was lower compared to the 
same period of last year which allowed banks to keep interest rate 
at tolerable rates.

Banks’ forex reserve limit raised 

Commercial banks can now keep up to USD 1.5 billion, up from 
the previous limit of USD 1.13 billion. The provision is effecƟve 
from July 1, the first day of the financial calendar. The central 
bank sent relevant direcƟves to execuƟves of 56 banks recently. 
According to the regulaƟons, a bank can maintain up to 15% of 
its capital in foreign currencies. Since the capital varies Ɵme to 
Ɵme, the Bangladesh Bank sets the limit for individual banks. 
The Bangladesh Bank procures foreign currency held by a bank 
in excess of the set limit. According to central bank officials, the 
decision was prompted by a spurt in the supply of US dollars in 
the local market. Banks were collecƟvely allowed to maintain 
foreign currencies worth USD 810 million up to December, 2012. 
The limit was raised to USD 1.13 billion in April, 2013 and again to 
USD 1.52 billion now (2014).

First CSRA in Bangladesh

Mr. Md. Touhidul Alam Khan, Deputy 
Managing Director of ModhumoƟ 
Bank Limited has been qualified as 
CerƟfied Sustainability ReporƟng 
Assurer (CSRA) from Jakarta-based 
NaƟonal Centre for Sustainability 
ReporƟng (NCSR), a registered 
OrganisaƟonal Stakeholder of the 
Global ReporƟng IniƟaƟve (GRI), 
Netherlands. Earlier, he has also been 
graduated as CerƟfied Sustainability 
ReporƟng Specialist from the 
same insƟtute. In Bangladesh, 
Mr. Khan is the first Sustainability 
ReporƟng Assurer who earned the designaƟon CSRA. Through 
this cerƟficaƟon, he will be able to assure the companies’ 
sustainability reports individually according to the AA1000AS 
standards set by Accountability and will also be able to verify 
sustainability performance and processes of a company besides 
providing assurance cerƟficate to the sustainability reports.

Money market sees fine tune of liquidity in FY 2013-14

According to the annual market report of Primary Dealers 
Bangladesh Limited (PDBL), Bangladesh short term money 
market popularly called as call money market remained quite 
normal and supported adequate liquidity to banks and financial 
insƟtuƟons last year (2013). As per PDBL report, the weighted 
average interest rate of call money dropped to 8.99% in fiscal 
year 2013 from 13.97% of fiscal year 2012. Constant watch, moral 
suasion and liquidity support through repo operaƟons and special 
repo facility kept the market at minimum level and in a fine tuning 
of liquidity situaƟon, the report said noƟng that the volume of 
turnover showed significant rise last year. The average turnover 
shot up to BDT 1385.98 billion in 2013 from BDT 1018.27 billion, 
the previous year (2013).

Dhaka’s voice vo ng power in WB to rise

The Economic RelaƟons Division (ERD) has disclosed said that 
Bangladesh’s voice voƟng power in the World Bank (WB) is 
going to be enhanced in line with its capital sharing this fiscal. 
Under the World Bank Group Voice Reform for Enhancing Voice 
and ParƟcipaƟon of Developing and TransiƟon Countries (DTC) 
2010, Bangladesh’s voice voƟng will increase to 0.30% from the 
exisƟng 0.28%. According to the ERD, Bangladesh will have to 
pay USD 10.46 million for raising capital and enhancing voice 
voƟng in the WB. Of this amount, Bangladesh will have to pay 
USD 0.59 million for the InternaƟonal Financial CorporaƟon 
(IFC) and USD 9.87 million for the InternaƟonal Bank for 
ReconstrucƟon and Development (IBRD). Finance minister 
AMA Muhith has already approved the proposal of the WB for 
enhancing the voice voƟng and capital share. It has been sent 
to the law ministry for veƫng.

Pubali Bank Ltd recently donated BDT 4.3 million to BSMMU

As part of Corporate Social 
Responsibility acƟviƟes, 
the Board of Directors 
of Pubali Bank Ltd. 
recently donated BDT 4.3 
million to Rheumatology 
department of 

Bangabandhu Sheikh Mujib Medical University (BSMMU) for 
purchasing a Musculoskeletel Ultrasonogram machine. Hafiz 
Ahmed Mazumder, Chairman, Board of Directors of Pubali Bank 
Ltd. handed over the cheque of donaƟon to Professor Dr. Pran 
Gopal DaƩa, Vice-Chancellor of Bangabandhu Sheikh Mujib 
Medical University. Director of Pubali Bank Ltd. Mustafa Ahmed 
and Managing Director & CEO Helal Ahmed Chowdhury were 
present at the occasion.

Inaugura on of FSIBL Mobile Banking First Pay Sure Cash 

First Security Islami Bank 
Limited (FSIBL) Mobile 
Banking First Pay Sure 
Cash, Mudarabah New 
GeneraƟon Savings 
Account & Mudarabah 
New GeneraƟon Deposit 
Scheme of FSIBL has been inaugurated at Tangail Polytechnic 
InsƟtute on 24 June, 2014. From now on, students or guardians 
could pay tuiƟon fees easily anyƟme from their home through 
FSIBL First Pay Sure Cash. FSIBL Mudarabah New GeneraƟon 
Savings Account & Mudarabah New GeneraƟon Deposit Scheme 
was also introduced among students of Tangail Polytechnic 
InsƟtute to encourage the habit of savings in their life.
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Operating profits of banks
(Tk in crore)

Bank name H1 2012 H1 2013
Sonali 187 514
Islami 975 830
Pubali 330 340
BASIC 135 46.57
Eastern 290 300
Butch Bangla 240 255
Standard 155 190
NCC 157 175
FSIBL 70 94
IFIC 165 197
Al Arafah 195 280
BCBL 4 26
NBL 310 418
SIBL 148 190
Mercantile 181 230
Premier 67 150
Meghna* -- 19
NBR Com* -- 13.10
Union* -- 20
Midland* -- 20
South -- 11
BanglaAgri*
*New banks
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Prime Bank signs deal with FMO

Prime Bank Limited 
recently signed a long-
term loan agreement with 
FMO, a Netherland-based 
financial organizaƟon on 
availing USD 25 million 
senior debt for 5 years. Md. 

Ehsan Khasru, Managing Director and CEO of Prime Bank Limited 
and Roger Hennekens, Senior Investment Officer, Financial 
InsƟtuƟons – Asia of FMO signed the agreement on behalf of 
their respecƟve organizaƟons.

RAKUB to start mobile banking

Rajshahi Krishi Unnayan Bank (RAKUB) is going to enter into mobile 
banking era as soon as possible in order to provide modern and 
electronic banking services to its clients. To this end, RAKUB has 
signed an agreement with Dutch-Bangla Bank Limited (DBBL) at 
its head office in Rajshahi city recently. RAKUB Managing Director 
Mofazzal Hossain and DBBL Managing Director KS Tabrez signed 
the agreement on behalf of their respecƟve sides. According 
to the agreement, RAKUB will able to provide mobile banking 
services through its 376 branches in partnership with DBBL on 
approval of the Bangladesh Bank.

Ci  launches fastest mode of electronic payment

CiƟbank N.A. Bangladesh introduced its clients with the concept 
of Real Time Gross SeƩlement (RTGS) and launched their 
upgraded Electronic Banking plaƞorm CiƟDirect BE - Mobile and 
Tablet. CiƟbank, N.A., Bangladesh recently in a session introduced 
the concept of RTGS - the fastest mode of electronic payment for 
corporate to the clients. At this session, CiƟ also launched new 
mobile and tablet funcƟonaliƟes for their award winning internet 
banking plaƞorm - CiƟDirect BE.

MBL Launches of Western Union Service at NRB Bank Ltd. 

MercanƟle Bank Limited 
(MBL) has recently launched 
Western Union Money 
Transfer Services at all the 
branch outlets of NRB Bank 
Limited. An agreement has 
been signed in this regard 
between NRB Bank Ltd. and 
MercanƟle Bank Ltd. Mr. M Ehsanul Haque, Managing Director 
& CEO of MercanƟle Bank Ltd. and Mr. Muklesur Rahman, 
Managing Director & CEO of NRB Bank Ltd. signed the agreement 
on behalf of their respecƟve organizaƟons. Currently, Western 
Union operates remiƩance business from 200 countries round 
the globe. With this agreement, Bangladeshi expatriates living 
and working abroad will be able to send their hard-earned 
money to their relaƟves residing in the country safely, quickly and 
conveniently through any outlet of NRB Bank Ltd.

IFIC Bank donates BDT 5.00 lac to DU Public Administra on Dept.

IFIC Bank has donated BDT 
5.00 Lac to Department of 
Public AdministraƟon, Dhaka 
University recently to purchase 
computers for its library. 
Managing Director & CEO of 

IFIC Bank Shah A Sarwar handed over the cheqaue of BDT 5.0 
Lac to Chairman of the Department of Public AdministraƟon Dr. 
Musleh Uddin Ahmed at a simple ceremony at the Head Office of 
IFIC Bank at MoƟjheel.

Runner Automobiles, EBL sign customer benefit deal

Runner Automobiles Ltd. 
has signed an agreement 
with Eastern Bank Ltd. 
(EBL) to facilitate special 
lending facility to its 
automobile clients. Brig. 
Gen. Shafiquzzaman 
(Retd.) Managing Director, Runner Automobiles Ltd. and Hassan 
O. Rashid, Deputy Managing Director, Eastern Bank Ltd. signed the 
agreement on behalf of their respecƟve insƟtuƟons. Under the 
agreement, clients of Runner Automobiles will enjoy loan facility 
from EBL with lower processing fee and quicker turnaround 
period.

FSIBL signs corporate agreement with Digicon Technologies Ltd

First Security Islami Bank 
Limited (FSIBL) signs a 
corporate agreement 
with Digicon Technologies 
Limited regarding 
TelemarkeƟng recently. 
Next four months Digicon 

Technologies will call around 24,000 mothers who have school, 
college & university going children. They will promote FSIBL 
Mudaraba Students Saving Account (ANKUR) (School Banking) for 
School going students & FSIBL Mudaraba New GeneraƟon Savings 
Account (Projonmo), FSIBL Mudaraba New GeneraƟon Deposit 
Scheme (Uddipon) for College & University going students. 

UCash signs deal with Progressive Life Insurance 

UCash, mobile financial 
service of United 
Commercial Bank Limited 
(UCB) signed an agreement 
with Progressive Life 
Insurance Company 
Limited at the Corporate 
Head Office of the bank 
in Dhaka recently. As per the agreement, insurance premium 
collecƟon of Progressive Life Insurance Company Limited all 
over the country will be iniƟated through UCash. Mirza Mahmud 
Rafiqur Rahman, AddiƟonal Managing Director of UCB and Dr. 
Syed Tanvir Alam, Managing Director, Progressive Life Insurance 
Company Limited signed the agreement on behalf of their 
respecƟve organizaƟons.

Prime Bank launches ‘Prime NFCD Account’

Prime Bank Limited has 
launched ‘Prime NFCD 
Account,’ a special fixed term 
foreign currency deposit 
account offering lucraƟve 
interest rate. Managing 
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Director & CEO of the Bank Md. Ehsan Khasru inaugurated the 
Account at the Head Office in Dhaka on July 2, 2014. The “Prime 
NFCD Account” can be opened by Non-Resident Bangladeshis, 
Foreign NaƟonals and InsƟtuƟons as prescribed in the Guidelines 
for Foreign Exchange TransacƟons of Bangladesh Bank.

CiƟbank signs deal with GP

CiƟbank, N.A. Bangladesh 
recently signed an agreement 
with Grameenphone’s (GP) 
Payables Management 
in Dhaka. As per the 
agreement, CiƟ will cover 
GP’s countrywide all 
payments to ensure a more 

efficient cash cycle. Mainur Rahman Bhuiyan, Director and AcƟng 
CFO of Grameenphone Limited and Md Moinul Huq, Director and 
Head of Treasury and Trade SoluƟons of CiƟ Bangladesh signed 
the agreement on behalf of their respecƟve organizaƟons. CiƟ’s 
customized soluƟon offer include SwiŌNet ConnecƟvity leveraging 
CiƟ’s superior online banking plaƞorm – CiƟDirect, and CiƟ’s 
customizaƟon capabiliƟes to support Telenor’s global Enterprise 
Resource Planning (ERP) roll out plans.

Islami Bank launches Khidmah credit card

Islami Bank Ltd. introduced 
the card ‘Khidmah’ for 
people with limited incomes 
to provide them with 
more investment opƟons. 
Khidmah cardholders will 
be able to make purchases 
from all VISA outlets, pay uƟlity bills and take e-ƟckeƟng services. 
People can use a credit limit of BDT 50,000 with the Khidmah 
silver card, BDT 1 lac with the gold card and BDT 2 lac with 
plaƟnum. The bank will not charge any interest on cardholders’ 
expenditure if unable to pay back in Ɵme. Instead, it will charge 
a fee of BDT 500 for the silver card for a delay of one month, BDT 
1,500 for gold and BDT 2,000 for plaƟnum. Cardholders can also 
take supplementary cards for their family members free of cost.

Al-Arafah Islami Bank sponsors sƟckers for anƟ-formalin 
campaign

Dhaka Metropolitan Police 
(DMP) has started AnƟ-
Formalin Campaign to create 
awareness among the people 
against use of formalin in food 
items. Al-Arafah Islami Bank 
Limited has sponsored one lakh 

sƟckers to DMP for distribuƟon among the people to make them 
aware about the bad impact of formalin. Benjir Ahmed, DMP 
Commissioner inaugurated the sƟckers at a funcƟon at MoƟjheel 
Commercial Area in the city recently. Under the campaign, DMP 
will aƩach the sƟckers sponsored by Al-Arafah Islami Bank Ltd. on 
vehicles and various places to aware people about the devastaƟng 
effect of formalin used illegally to preserve fruits, vegetables and 
other edible commodiƟes.

EBL, FWBW sign MoU to work for women entrepreneurship 
development

Eastern Bank Limited (EBL) has signed a memorandum of 
understanding (MoU) with ‘For the Women by the Women Forum 
(FWBW)’. In this connecƟon, EVP & Head of SME of EBL Md 
Khurshed Alam and president of FWBW Shamsunnahar signed 
the MoU on behalf of their respecƟve organisaƟons. Under the 

MoU, EBL and FWBW will jointly work for development of women 
entrepreneurship in the country. In addiƟon to the financial 
services, EBL will also provide different non-financial services like 
training to women entrepreneur, bridging supplier and buyers for 
women entrepreneur. FWBW will help EBL to find out potenƟal 
women entrepreneur and help recover default loan.

Private Banks raise capital base to meet global standards

Private Banks are raising their 
capital base in every quarter 
to meet new internaƟonal 
standards that will take 
effect next year (2015). Their 
capital base went up around 
1.63% in the first quarter of 
this year (2014), while state 
banks are in a weak posiƟon 
in maintaining capital. Of all 
the commercial banks, BASIC 
Bank plunged into the worst 
financial condiƟon due to 
huge irregulariƟes.  In line 
with Basel II standards, banks 
have to maintain 10% capital 
of their risk-weighted assets. 
The private banks have been 
increasing their capital base 
in every quarter: their CAR 
rose by 0.13 percentage point 
in the first quarter and stood 
at 12.39%. On March 31, 
2014, the private banks’ total 
capital was BDT 49,092 crore, 
up from BDT 48,303 crore 
on December 31, 2013. Anis 
A. Khan, Managing Director, 

Mutual Trust Bank said when Basel III standards will come into 
effect, banks will have to maintain CAR at double the present 
requirement. 

bKash offers cash back in Ramadan

The financial service 
provider bKash 
offered 15% cash back 
to its customers at 
designated points of 
sales. The offer was 
available at the outlets 
of Aarong, Yellow, Cats 
Eye, O2, Kay KraŌ, Anjan’s and Monsoon Rain. Beginning from 
the first day of Ramadan, customers could avail the offer Ɵll 
the Eid-ul-Fitr day. Payment through bKash was free, and the 
customers received the eligible cash back amount in his or her 
bKash wallet within the next working day once the transacƟon 
was done.
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IPOs bump on road, but wheels running

According to DSE data, a total of 
BDT 168 crore has been raised by 
six companies listed with the Dhaka 
Stock Exchange (DSE) in the first half of 
2014 and of the six, texƟle companies 
accounted for half of all IPOs. Nine 
companies, mostly small ones, in the 
first half of last year raised BDT 200 

crore. The year 2013 opened at a desperate pace aŌer three years 
of drought since 2010 when the market boomed and then busted, 
but the trend failed to conƟnue at the end of 2013. Industry 
people aƩributed the slowed-down growth of IPOs to the “go 
slow strategy” by the regulator, creaƟng backlog in the IPOs.  The 
IPO market was sluggish since 
the beginning of 2010 when 
the market boomed and then 
doomed as the regulator has tried 
to limit new issues. However, 
in 2013 it got some pace. Since 
2005 in Bangladesh stock market, 
IPO acƟvity began rising to tap 
the primary markets, taking 
advantage of growing demand 
for shares.  Around 40 companies 
are awaiƟng the regulator’s nod 
to go public under fixed price 
method and the remaining two 
under the book building method.

BSEC approves new IPO, subordinate bond

The Bangladesh SecuriƟes and 
Exchange Commission (BSEC) 
has approved the company’s IPO 
proposal for purchasing machinery, 
construcƟon work, bank loan 
repayment, increasing capital base 
and meeƟng IPO expenses. Khan 
Brothers PP Woven Bag Industries 
Limited, a concern of Khan Brothers 

Group, recently got green signal from the securiƟes regulator to 
raise BDT 20 crore through iniƟal public offerings. The commission 
has approved the company’s IPO proposal for purchasing 
machinery, construcƟon work, bank loan repayment, increasing 
capital base and meeƟng IPO expenses. The company will issue 
two crore ordinary shares with an offer value of BDT 10 each. Its 
five-year weighted average earnings per share is BDT 0.87 and 
net asset value BDT 14.69, according to the company’s financial 
statement as of June 30, 2013. The BSEC also approved Trust Bank 
to issue subordinated bond with a maturity period of six years for 
meeƟng its BASEL-II requirement. The face value of the bond is 
BDT 1 crore and yield to maturity is 12.5%. 

BSEC approves rights shares offering of MIDAS

Bangladesh SecuriƟes and Exchange Commission recently 
approved the rights shares offering of MIDAS Financing to raise 
capital worth BDT 60.13 crore. The capital market regulator in a 
meeƟng presided over by its chairman M Khairul Hossain took 
the decision to approve MIDAS’s rights shares offering. The BSEC 
allowed the company to issue rights shares as the enƟty became 

profitable last year (2013). MIDAS Financing made BDT 9.4 million 
profit last year while it had incurred BDT 11.94 crore losses in 
2012. According to BSEC’s approval, Midas Financing will issue 
one rights share to its exisƟng one share, the rights offering of the 
company will increase 6,01,34,338 shares of the company at face 
value of BDT 10 each shares.

ADN Telecom plans to go public

ADN Telecom Limited, one 
of the country’s leading 
local telecom service 
providers, plans to sell 
its 40% stake in the stock 
market but subject to 

approval of the securiƟes regulator. The company is expected 
to raise BDT 48 crore by selling its stake to expand its business 
and network to the rural areas. Asif Mahmood, Chairman of 
ADN Telecom Limited said that they plan to sell their 40% stake 
through IPO (iniƟal public offering). The raised fund will be used 
to expand network to rural areas and to establish commercial 
data centre for the first Ɵme in the country, adding that providing 
video and voice data with all connecƟvity soluƟon are also in their 
plan. ADN is one of the prominent naƟonwide internet service 
providers (ISPs) in the country. 

BO accounts rise 11% in FY 14

The number of accounts in operaƟon rose to 2.96 million, which 
is 11.83% higher compared to 2.65 million lakh of the previous 
fiscal year 2012-13. Opening of the new beneficiary owners’ (BO) 
accounts witnessed 10.68% rise in the just concluded financial 
year (2013-14) thanks to the rise in the iniƟal public offerings 
(IPOs). According to Central Depository Bangladesh Limited 
(CDBL), a total of 0.53 million BO accounts were opened in the 
last fiscal year (FY 2013-14). The total number of BO accounts 
aƩached with the CDBL now stands at 5.53 million, of which 2.57 
million has been remained suspended. Meanwhile, the number of 
accounts in operaƟon rose to 2.96 million, which is 11.83% higher 
compared to 2.65 million of the previous fiscal year 2012-13. 

BMBA plea to dispel ambiguity on margin loan raƟo

Merchant bankers have requested the securiƟes regulators to 
clarify whether the regulatory direcƟve earlier issued to reduce 
margin loan raƟo will be applicable only for disbursement 
of fresh credits or previous ones. The Bangladesh Merchant 
Bankers AssociaƟon (BMBA) made the plea in a leƩer sent to 
the Bangladesh SecuriƟes and Exchange Commission (BSEC) 
recently as they are unable to comply with the reduced loan 
raƟo by execuƟng forced sales due to negaƟve equity. As per the 
BSEC’s direcƟve issued on September 30, 2012, the merchant 
bankers will have to comply with the margin loan raƟo 1:0.5 
from July 1, 2014.
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Abu Bakar Siddique new DMD of Rupali Bank

Abu Bakar Siddique has joined Rupali 
Bank Limited (RBL) as Deputy Managing 
Director (DMD) recently. Prior to his 
posƟng, Siddique was General Manager, 
Human Resources Division of Janata 
Bank Limited. He started his career with 
Janata Bank Limited and Manager of 
Sharjah branch in United Arab Emirates, 
Head of Janata Bhaban Corporate 
branch.  He received ‘Grindlays Bank 

Award’ in Banking Diploma for achieving first posiƟon in English. 
He parƟcipated in a good number of training, seminar and 
symposium at home and abroad. 

Alauddin A Majid made BASIC Bank chairman

The government has made chairman 
of the Board of Directors of Bangladesh 
Krishi Bank, Alauddin A Majid, chairman 
of BASIC Bank. The Bank and Financial 
InsƟtuƟons Division of Finance Ministry 
issued a gazeƩe noƟficaƟon in this regard 
recently. The noƟficaƟon arƟculated that 
Alauddin A Majid has been appointed 
as chairman of the BASIC Bank Board of 
Directors unƟl further noƟce from the 
date of publicaƟon of the gazeƩe. He was also relieved of the 
duƟes as the Krishi Bank chairman.

HSBC appoints new head of commercial banking

The Hongkong and Shanghai Banking 
CorporaƟon Limited (HSBC) has 
announced the appointment of 
Bhuvnesh Khanna as the head of 
Commercial Banking in Bangladesh. In his 
new role, Bhuvnesh will be responsible 
for managing the Commercial Banking 
business in Bangladesh including award 
winning Payments and Cash Management 
and Global Trade and Receivables 

Finance.  Bhuvnesh has over 19 years of diverse experience in 
various frontline and management roles including Investment 
Banking, Corporate Banking, Business Banking and Retail Banking.  

New Vice Chairmen of Mercan le Bank Limited

Mr. M. S. Ahsan 
and Mr. A. S. M. 
Feroz Alam have 
been elected 
as the Vice 
Chairmans of 
MercanƟle Bank 
Limited. Mr. M. 
S. Ahsan is one 
of the Sponsor 
Directors of MercanƟle Bank Limited. He is the Chairman of 
AG Agro Industries, Regent Holding Development Ltd., Capital 
Holding & Development CorporaƟon, AG PET Ltd., Shawdesh 
Builders Ltd., Home Apparels Ltd., AG Ceramics Ltd., AG Property 
Developments Ltd. and famous real estate projects “Purbachal 
Regent Town”.  Mr. A. S. M. Feroz Alam was born in a respectable 
Muslim Family of Patuakhali. He is a renowned businessperson 
of the country. He is the Chairman of Premier Leasing SecuriƟes 
Ltd. Managing Director of Bengal Trading Ltd. (Tokyo), Sponsor of 
Premier Leasing & Finance Ltd.

New AMD of Bank Asia

Mr. Aminul Islam has assumed the 
responsibility of AddiƟonal Managing 
Director (AMD) of Bank Asia Limited. 
Prior to this assignment, he was the 
Deputy Managing Director of the Bank. 
He is also holding the responsibility of 
Chief OperaƟons Officer (COO). Mr. Islam 
has been inextricably intertwined with 
Bank Asia since its pre-formaƟve stage 
from April, 1999 and played a formidable 

role in its formaƟon and subsequent operaƟons, growth and 
development. He started his career with development banking in 
1975 and later on switched over to commercial banking, where 
he spent major part of his career in different capaciƟes. 

La fur elected EB Member of Global ICC

LaƟfur Rahman, Vice-President of the 
InternaƟonal Chamber of Commerce-
Bangladesh & Chairman and CEO of 
Transcom Group has been elected 
member of the ExecuƟve Board of the 
Paris-based ICC for a three-year term 
starƟng from July 2014. ICC, the world 
business organizaƟon during its 202nd 

Council held in Geneva on June 27 
unanimously elected LaƟfur Rahman and 
five others as ExecuƟve Board Members. Mr. LaƟfur Rahman has 
served in many important naƟonal bodies in various capaciƟes 
including President of Metropolitan Chamber of Commerce & 
Industry, Dhaka (MCCI) for several terms; President of Bangladesh 
Employers’ FederaƟon (BEF) for two terms and Member of 
ExecuƟve CommiƩee of FederaƟon of Bangladesh Chambers of 
Commerce & Industry (FBBCI). 

A. K. Azad reelected as Chairman of Shahjalal Islami Bank Ltd.

Mr. A. K. Azad has been unanimously 
reelected as Chairman of Shahjalal Islami 
Bank Limited in its 198th meeƟng of the 
Board of Directors held on June 29, 2014. 
Mr. A. K. Azad is the Managing Director 
of Ha-Meem Group of industries, 
a renowned and largest industrial 
Group in the country and Former 
President of FBCCI. One of the most 
important entrepreneur and successful 

businessman Mr. A. K. Azad was born in 1959 in a respectable 
Muslim Family in Faridpur. AŌer received Honors Degree in 
Applied Physics from University of Dhaka then he concentrated 
in Business. 

Microso  appoints Sonia Bashir Kabir as country manager

MicrosoŌ appoints Ms. Sonia Bashir 
Kabir as the new country manager for 
Bangladesh. Ms. Kabir’s appointment 
takes effect immediately, taking over 
the role previously held by Mr Pubudu 
Basnayake, who has led operaƟons in 
Bangladesh since 2012. Ms. Kabir returns 
to MicrosoŌ aŌer more than two and a 
half years as the CEO and country director 
of Dell in Bangladesh. She was previously 
the Director of Business Development for South East Asia at 
MicrosoŌ Bangladesh. Educated and trained in Silicon Valley, Ms. 
Kabir worked in the U.S. technology industry for 15 years with 
companies like Oracle and Sun Microsystems. 
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MTB NEWS & EVENTS

Mutual Trust Bank Ltd. (MTB) has taken responsibility for 
bearing all educaƟonal expenses up to HSC level for the two 
sons of late Liacot Ali, who lost his life while trying to save a 
young lady aƩacked by miscreants in UƩara, Dhaka on July 
3, 2014. 

Mr. Anis A. Khan, MTB Managing Director & CEO handed 
over a cheque of BDT 0.2 million, a cerƟficate and a plaque 
to the widow of late Liacot Ali at a simple ceremony held at 
the MTB Corporate Head Office.

Date : July 17, 2014
Venue : MTB Centre, Dhaka 1212

MTB HONORS LATE LIACOT ALI WITH BRAVERY AWARD 

MTB TOWER’S FIRST DAY: MITS DIVISION MARKS THE ENTRY

Date : July 13, 2014
Venue : MTB Tower, Dhaka 1000

Mr. Anis A. Khan, MTB Managing Director & CEO and Mr. 
Sayeeful Islam, Managing Director of SSL Wireless signed 
the agreement on behalf of their respecƟve organizaƟons.

The agreement will facilitate the payment process using 
MTB Cards by customers while purchasing online through 
SSLCOMMERZ.

Date : June 25, 2014
Venue : MTB Centre, Dhaka 1212

MTB GOES WITH SSLCOMMERZ TO ENABLE e-PAYMENT

R
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MTB NEWS & EVENTS

HALF YEARLY BUSINESS CONFERENCE 2014 
(MTB OTHER DIVISION BRANCHES)

Date : July 10, 2014
Venue : MTB Training Ins tute (MTBTI), Dhaka 1208

HALF YEARLY BUSINESS CONFERENCE 2014 
(MTB DHAKA DIVISION BRANCHES)

Date : July 12, 2014
Venue : MTB Training Ins tute (MTBTI), Dhaka 1208

MTB MD & CEO Mr. Anis A. Khan has been elected as the 
Chairman of the SWIFT User Group Bangladesh.

The Society for Worldwide Interbank Financial 
Telecommunica on (SWIFT) provides a network that 
enables financial ins tu ons worldwide to send and 
receive informa on about financial transac ons in a 
secure, standardized and reliable environment.

SWIFT USER GROUP BANGLADESH GETS NEW CHAIRMAN 
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Jessore builds truck body in Bangladesh

According to Jessore automobile workshop owners’ associaƟon, 
there are about three thousand small and medium workshops 
in Jessore district where about 30000 labor work and, on an 
average, build hundreds of truck bodies in a year. Besides, these 
workshops provide all sort of repairing services of bus and truck. 
In Bakchar and Murlee, there are forty workshops which earned 
the trust and dependency of many transport businessmen 
through proving necessary and quality services. These reliability 
and dependency of transport business ignites the development 
of workshops that build body of trucks. Basically, chassis of truck 
comes from India through Benapole land port and workers design 
the structure using local raw materials and prepare the complete 
frame that travels different districts in Bangladesh.

Mehedi Hasan, a transport businessman from Patuakhali, said 
that there are no workshop of building body of truck in Barisal. 
Workshops are available in Dhaka, Gazipur and ChiƩagong, 
however, charge high price than that of Jessore. Furthermore, 
Jessore provides a beƩer quality in building trucks and, 
comparaƟvely, incurs a lower cost. He imported a chassis of 
a pick-up worth BDT 1.8 million. It took BDT 0.27 million for 
building the full structure of pick-up including all expenses 
which could have cost more in other places. Murari, a workshop 
owner, said that he has been doing this work since 1977-78. 
They provide both repairing and structuring building services in 
Jessore. Luƞor Rahman, officer, Bangladesh Small and CoƩage 
Industry CorporaƟon (BSCIC) said that separate industrial area for 
automobile can solve many problems regarding this issue. This 
could flourish a very strong industry in Bangladesh and investors 
can take this area as potenƟal opƟons for investment.

IDLC becomes exclusive loan partner of Lamudi & Carmudi

IDLC, the largest mulƟproduct 
financial insƟtuƟon of 
Bangladesh, signed an 
exclusive partnership 
agreement with Lamudi.
com.bd and Carmudi.com.
bd. Under this agreement 
IDLC will offer exclusive loan 

faciliƟes to the customers of lamudi.com.bd and carmudi.com.
bd, who will buy property and auto products from their website. 
A memorandum of understanding (MOU) signing ceremony was 
held at Lamudi & Carmudi head office in Dhaka.

China moves to set up AIIB 

China has taken an iniƟaƟve to set up an “Asian Infrastructure 
Investment Bank (AIIB)” involving Bangladesh, India and other 
Asian countries to finance the big infrastructure projects aimed 
at establishing infrastructural connecƟvity among the Asian 
countries. According to sources, the AIIB will funcƟon like World 
Bank and ADB and prepare procurement guidelines of its own 
to finance parƟcularly the infrastructure projects which would 
establish greater connecƟvity among the Asian countries. Nearly 
150 officials and scholars from 48 Asian countries, the US, Russia, 
Australia and New Zealand, are expected to aƩend the conference 
to be organized jointly by Boao Forum for Asia (BFA), the Global 
FoundaƟon of Australia, China Center for InternaƟonal Economic 
Exchanges and the Dongcheng District Government of Beijing.

Three projects involving BDT 503 crore get ECNEC nod

The government recently Okayed a BDT 289 crore project 
to excavate a new canal in CiƩagong city in a bid to put an 
end to nagging water-logging in the port city. ChiƩagong City 
CorporaƟon (CCC) will implement the ‘Canal ExcavaƟon Project 

from Bohaddarhat Baroipara 
to the Karnaphuli River’ 
project by June 2016. The 
project got nod at the meeƟng 
of The ExecuƟve CommiƩee of 
the NaƟonal Economic Council 
(ECNEC), chaired by its chief 
Prime Minister Sheikh Hasina. Under the project, the exisƟng 
canals of the port city will be rehabilitated alongside some new 
canals would be excavated for quick removal of rainwater during 
monsoon. Besides, some new ponds will be excavated to preserve 
water.

BSRM to broaden CSR ac vi es

BSRM Group of Companies, 
one of the winners of 5th 
Standard Chartered-Financial 
Express CSR Award has vowed 
to broaden its CSR acƟviƟes 
aiming to become a symbol of 
ascent. The company provides 
free educaƟon through a 

school in ChiƩagong from nursery to grade 8 and conƟnues to 
support these students financially aŌer grade 8 so that they 
can conƟnue their study in nearby schools. BSRM also supports 
prevenƟon of deforestaƟon in Miresharai of ChiƩagong by giving 
the community an alternaƟve opƟon to earn their living through 
agriculture. It also supports livelihood programmes and training 
centres for women to empower them to be self-sufficient and 
give them a way to earn a living. BSRM iniƟated solar power water 
pump and house system to ensure water and electricity supply in 
remote areas of Sylhet.

Intertek launches ‘So line Lab’ in BD

Intertek, a UK-based leading 
quality soluƟons provider to 
industries worldwide, launched 
the largest ‘SoŌline Lab’ in 
Dhaka recently to strengthen 
the country’s growing 
readymade garment industry’s 
potenƟality. Commerce 
Minister Tofail Ahmed inaugurated the lab at Phoenix Tower in 
Tejgaon Industry Area of the city. Intertek will tests the quality of 
products of different brands for the foreign companies and buyers 
at the lab. Besides, quality of the domesƟc products will also be 
test there. The company promises to give one-stop service to 
ensure the quality of and security to the products. Tests including 
quality of RMG and footwear products, food, minerals, cargo, 
agro and GTS can be done at the lab.

IFC launches TSF in BD

InternaƟonal Finance CorporaƟon 
(IFC), a member of the World 
Bank Group, has launched a trade 
finance facility with local apparel 
manufacturer MBM Group. This is 
IFC’s first transacƟon in Bangladesh 
under the IFC Global Trade Supplier 
Finance program, and it will help MBM 

Group expand its internaƟonal trade footprint. IFC will provide 
a supplier finance credit line to MBM Group. The company will 
receive funding from IFC backed by receivables from internaƟonal 
buyer Levi Strauss & Co, freeing up working capital for the MBM 
Group. Supplier finance is a scalable way for suppliers in emerging 
markets to access affordable financing for their receivables over 
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a period defined by the terms of credit. The arrangement enables 
buyers to negoƟate longer payment terms or beƩer prices. 
IFC’s total investment in Bangladesh for fiscal 2012-2013 was 
approximately USD 774 million. IFC supports the texƟle sector in 
Bangladesh though investments and advisory assistance.

Porcelanosa starts journey in Bangladesh 

Porcelanosa, world’s leading 
brand of ceramic wall and 
foot Ɵles has started their 
journey in Bangladesh with 
its associate Nupami BD Ltd. 
by launching a showroom 
in the capital’s Gulshan 

area recently. According to Aritz Izura, CEO of Nupami BD Ltd, 
Porcelanosa will create a wide range of selecƟon for Bangladeshi 
architects, interior designers and homebuilders. Nupami BD Ltd. 
was founded in 2013 along with partners from Spain to become 
official distributor of Porcelanosa in Bangladesh.

BD gets duty-free access to 49 countries: JS

The products of Bangladesh have allowed duty-free access 
to 49 countries across the globe. Commerce Minister Tofail 
Ahmed disclosed this while replying to a wriƩen query from 
Treasury Bench member Begum Pinu Khan in the JaƟya Sangsad 
(JS) recently. The minister said 28 European Union countries, 
Australia, New Zealand, Norway, Switzerland (except arms and 
military equipment), Japan (except arms, military equipment and 
some specific goods), Turkey (except arms, military equipment 
and readymade garments), Canada (except arms and military 
equipment, poultry and dairy products and egg) and Russia 
have allowed duty-free access of 71 products and Belarus 71 
products under the Generalised System of Preference (GSP). 
The commerce minister said South Korea has given duty-free 
access of 4,820 products under the PreferenƟal Tariff for Least 
Developed Countries and China to 4,788 products under Duty-
Free Treatment Grants.

MOU signed between BASIS and Microso

Bangladesh AssociaƟon of 
SoŌware and InformaƟon 
Services (BASIS) signed a MOU 
with MicrosoŌ Bangladesh to 
work jointly for achieving the 
vision of “One Bangladesh” by 
parƟcipaƟng to create 1 million 
dedicated and experienced IT 
professional. Apart from this MicrosoŌ will also conduct MicrosoŌ 
session on MicrosoŌ Technology and SoŌware, MicrosoŌ 
Licensing, Cyber security session, IPR Session. Shameem Ahsan, 
President, BASIS and Sonia Bashir Kabir, new Country Manager, 
MicrosoŌ Bangladesh signed the memorandum of understanding 
(MoU) on behalf of their respecƟve organizaƟons in presence of 
the Vice President Cesar Cernuda, MicrosoŌ Asia Pacific.

Digital World 2014 MoU signed

Bangladesh AssociaƟon of 
SoŌware and InformaƟon 
Services (BASIS) in collaboraƟon 
with Bangladesh Computer 
Council (BCC), a statutory body 
of ICT division, Ministry of 
Posts, TelecommunicaƟons and 

InformaƟon Technology organized “Digital World 2014” on 4-7 
June 2014. In this regard an MOU was signed between BASIS and 
BCC at the BCC Bhaban for jointly organizing the event.

Progressive life insurance opts for InsurSo  online insurance 
solu on

Progressive Life Insurance 
Co. Limited, one of the 
top rated Life Insurance 
Company efficiently 
providing a wide range of 
Life insurance Products & 

Services, has decided to introduce Integrated Online SoluƟon 
for their automaƟon program & advance services for Customers. 
Progressive Life has selected “InsurSoŌ” designed and developed 
by LeadSoŌ Bangladesh Limited, a leading soŌware company of 
Bangladesh. An Agreement to this effect was signed between 
Progressive Life Insurance Co. Limited and LeadSoŌ Bangladesh 
Limited on June 26, 2014. The agreement was signed by Mr. 
Bajloor Rashid MBE, Chairman of the Board of Directors of 
Progressive Life Insurance Co. Limited and Mr. Shaikh Shahid, CEO 
& Director of LeadSoŌ Bangladesh Ltd. 

Coca-Cola to increase investment in Bangladesh CSR

Global soŌ drink giant Coca-
Cola has pledged to increase 
its investment in the corporate 
social responsibility (CSR) 
program as much as its 
business grows in Bangladesh. 
AcquainƟng itself as the second 
largest market player in the local 

beverage market, another high official of Coca-Cola earlier said 
that it will invest USD 50 million as the foreign direct investment 
(FDI) here to set up a new manufacturing plant within 2015, 
significantly increasing its producƟon capacity. Currently, it 
operates its business in Bangladesh through two local boƩling 
enƟƟes. As part of its CSR, major iniƟaƟve of the company 
“Support My School (SMS)” program is highlighted, which is run 
at different schools in Bangladesh; it is being implemented by 
Plan Bangladesh, a non-government organizaƟon (NGO). Under 
the SMS program, Coca-Cola developed the schools’ water and 
sanitaƟon system, built or furnished a school room as library 
and made sports materials available at the playground for the 
students.

Cement export prospect bright

Bangladesh is expected to be Asian hub of cement producƟon soon 
for qualitaƟve product diversificaƟon and use of environment-
friendly technologies, industry-insiders said while seeking 
government support in paving the path for export of the surplus 
output in larger volumes. ReputaƟon of locally produced cement 
has already been established in markets of different countries. As of 
now, the installed capacity of the local manufacturers far outstrips 
domesƟc demand. So, the country is now seen as self-reliant in 
cement producƟon. The local cement manufactures could produce 
annually 500 million bags but the domesƟc market demand is 320 
million bags. There is huge prospect of exporƟng cement to the 
world market. Government support in this regard is crucial.

SMEF, NCC Bank sign deal to provide collateral free loans

Small and Medium Enterprise FoundaƟon (SMEF) has inked a 
memorandum of understanding (MoU) with NCC Bank recently 
to provide collateral free loans to the small and medium apparel 
entrepreneurs in Nilphamari and Syedpur garment cluster. 
Under the deal, SMEF will provide BDT 25 million as loans to 
300 entrepreneurs at 9% interest rate. SMEF Managing Director 
Syed Ihsanul Karim and NCC Bank Managing Director Golam 
Hafiz Ahmed signed the agreement on behalf of their respecƟve 
sides in the city.
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Bangladesh to host interna onal blue economy seminar in 
September

A foreign ministry official said 
recently that  Bangladesh will 
host a two-day internaƟonal 
workshop on “Blue Economy” 
in September this year 
(2014) to discuss ways to 
beƩer explore the untapped 
resources of the Bay of 
Bengal. The September 1-2 
workshop will help generate 
more awareness and broaden 

horizons towards uƟlizing resources of the sea and thus bring 
about socioeconomic changes in the lives of people of Bangladesh. 
Bangladesh government seeks growth of blue economy related to 
resources of the ocean, Foreign Minister AH Mahmood Ali said 
addressing the ‘Global Oceans AcƟon Summit for Food Security 
and Blue Growth’ held at the World Forum in the Dutch capital 
recently. Some 30 million people of Bangladesh have had direct 
livelihood dependence on oceanic economic acƟviƟes like 
fisheries and commercial transportaƟon. The total collecƟon of 
fish from the Bay is around 6 million tonnes annually. Of this, 
Bangladesh’s share is only 0.29 million tonnes.

Farm exports fetch record USD 615m in 2014 fiscal year

Farm exports brought in a record USD 615 million in the just-
concluded financial year, with vegetables leading the shipment. 
The Export PromoƟon Bureau (EPB) data showed that agriculture 
exports brought in USD 615 million in 2014 fiscal compared with 
USD 535.74 million a year ago, posƟng a 15% growth. Vegetable 
shipment grew 34% to USD 147.5 million in the year, which is 
also 11.5% higher than its fixed target.  According to the EPB, the 
country exports vegetables like brinjal, pointed gourd, sponge 
gourd, ridge gourd, snake gourd, biƩer gourd, boƩle gourd, 
pumpkin, okra, long bean, local bean, cauliflower, cabbage, 
papaya, green banana, different kinds of tubers, vegetable leafs 
and so on.  Tea exports eke out a healthy 52% growth during the 
period indicaƟng the return of its heyday.

RMG exports to non-tradi onal markets rose 21% in FY14

The new markets include Australia, Brazil, Chile, China, India, 
Japan, Korea, Mexico, Russia, South Africa and Turkey Apparel 
export to non-tradiƟonal markets increased by over 21% during the 
financial year 2013-14. The new markets include Australia, Brazil, 
Chile, China, India, Japan, Korea, Mexico, Russia, South Africa and 
Turkey. Bangladesh’s tradiƟonal markets for garment exports are 
Europe and the United States. Export PromoƟon Bureau data 

showed the country earned a total of USD 3.6bn in last fiscal year 
exporƟng garment products to these newly discovered markets. 
In the FY2012-13, the earnings from these desƟnaƟons totalled 
USD 2.97bn. Among the non-tradiƟonal markets, Turkey was the 
highest importer of Bangladeshi garments with USD 622m in the 
FY14, followed by Japan with USD 572m. Australia imported USD 
430m, China USD 241m and Brazil USD 170m. The government 
and private sector took some special iniƟaƟves in last fiscal to 
diversify market of the ready-made garment (RMG) products and 
reduce dependency on the tradiƟonal big desƟnaƟons.

Investment in EPZs up 22.53%, export 13.76%

The country’s Export Processing Zones (EPZs) made a remarkable 
growth both in investment and export in the just concluded 
fiscal year (FY), 2013-14, despite poliƟcal unrest in the first half. 
According to data released by Bangladesh Export Processing 
Zones Authority (BEPZA), investment in the country’s eight EPZs 
posted a 22.53% growth in the last FY (2013-14) compared to the 
previous fiscal. Exports from the EPZs also moved up by 13.76% 
during the period as compared to the previous one. The BEPZA 
received a total of USD 402.58 million investment in the last FY 
(2013-14) as against USD 328.53 million in the previous fiscal, 
registering a growth of 22.52%. The investment was made by 
the enterprises, both operaƟonal and under implementaƟon, in 
eight EPZs. Of the investment, the ChiƩagong EPZ received USD 
109.46 million, Dhaka EPZ USD 125.79 million, Karnaphuli EPZ 
USD 44.67 million, Adamjee EPZ USD 73.75 million, Comilla EPZ 
USD 23.39 million, UƩara EPZ USD 17.27 million, Ishwardi EPZ 
USD 3.15 million and Mongla EPZ USD 5.10 million. With this the 
cumulaƟve investment stands at USD 3.188 billion.

Leather sector sees record exports

The leather industry has set records for exports that soared 
32.12% year-on-year to USD 1.29 billion in the immediate past 
fiscal year, according to Export PromoƟon Bureau. CompeƟƟve 
prices and improved quality of Bangladeshi products that rope 
in more and more European and Japanese consumers and rising 
costs in China have led to the growth. Also, the earnings in fiscal 
2013-14 were 6.59% higher than the target set at USD 1.21 billion 
for the sector. Exports of leather goods rose 48.55% to USD 
240.09 million during the period, while those of leather 26.47% to 
USD 505.54 million, and footwear 31.19% to USD 550.11 million, 
according to EPB data. The leather industry earned USD 980.67 
million in exports in fiscal 2012-13.  
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New BRICS bank to be based in China, India to have presidency

Leaders of the BRICS 
group of emerging powers 
recently created a Shanghai-
based development 
bank and a reserve fund 
seen as counterweights 
to Western-led financial 
insƟtuƟons. The leaders 
of Brazil, Russia, India, 

China and South Africa agreed to launch the insƟtuƟons to finance 
infrastructure projects and head off future economic crises. 
Russian President Vladimir PuƟn hailed the agreements as “a 
very powerful way to prevent new economic difficulƟes.” The five 
emerging naƟons first unveiled their plans last year (2013). The 
New Development Bank aims to rival the Washington-based World 
Bank while the reserve is seen as a “mini-IMF.” 

BRICS leaders have pressed for reform of the InternaƟonal 
Monetary Fund to give developing countries more voƟng rights. 
The development bank will have iniƟal capital of USD 50 billion 
that could rise to USD 100 billion, funded equally by each naƟon. 
To ease worries of any naƟon geƫng more power than the 
other, BRICS leaders agreed to put the bank’s headquarters in 
Shanghai. The first president will be Indian while the first board 
chair will hail from Brazil. An Africa Regional Center will be based 
in South Africa. The bank will help emerging and developing 
naƟons mobilize resources for infrastructure and sustainable 
development projects. China is expected to make the biggest 
contribuƟon, USD 41 billion, followed by USD 18 billion each from 
Brazil, India and Russia and USD 5 billion from South Africa.

 Uday Kotak named EY World Entrepreneur of the Year 2014

Uday Kotak, ExecuƟve Vice 
Chairman and Managing 
Director of Kotak Mahindra 
Bank was named EY World 
Entrepreneur of the Year 
2014 recently at an awards 
ceremony held in Monaco’s 
Salle des Etoiles. Uday was 
picked from among the 60 
country finalists vying for 
the Ɵtle from 51 countries, 

each of whom has already been named the EY Entrepreneur of 
the Year in their home countries. Uday Kotak set up Kotak Capital 
Management Finance Ltd. in 1985. In 2003 the company became 
the first non-banking finance company in India’s corporate history 
to be converted into a bank. It has progressed from seed capital 
of less than USD 250,000 to an internaƟonal group with USD 2.8 
billion in revenues.

Twi er buys TapCommerce, a mobile adver sing start-up

TwiƩer recently announced that it had acquired 
TapCommerce, a start-up in ManhaƩan focused 
on adverƟsing tailored to smartphone apps. 
TapCommerce deals in “retargeted” adverƟsing 
for mobile phones, which involves delivering 
relevant ads to people based on their previous 
web browsing acƟvity. If someone had previously 
visited a site like JackThreads on their phone, 
they may be served a JackThreads product ad in 
an app or website that TapCommerce works with. 
TwiƩer is parƟcularly focused on what are known 

as “app re-engagement ads,” which prompt people to open and 
use a mobile applicaƟon that they have already downloaded. 

China factory ac vity hits mul -month highs

China’s factory acƟvity hit 
mulƟ-month highs in June, 
official and private surveys 
showed, reinforcing signs 
that the world’s second-
largest economy is steadying 
as the government steps 
up policy support. Analysts 
believe the worst for the 
economy is over as recent “mini-sƟmulus” measures kick in, but 
said Beijing may have to announce more sƟmulus measures in 
coming months to offset the increasing drag from the cooling 
property sector. The official Purchasing Managers’ Index (PMI), 
published by the NaƟonal Bureau of StaƟsƟcs, hit a six-month 
high of 51 in June, in line with market expectaƟons and up from 
May’s 50.8. The final HSBC/Markit purchasing managers’ index 
(PMI) for June rose to 50.7 from May’s 49.4, surging past the 
50-point level that separates growth in acƟvity from contracƟon 
for the first Ɵme since December.

Japan final June manufacturing PMI 51.5 vs. flash 51.1

Japanese manufacturing 
acƟvity expanded in June at 
a faster pace than iniƟally 
reported, revised data 
showed recently, in a sign 
that domesƟc demand has 
quickly recovered from a 
sales tax increase at the start 
of April. The final Markit/
JMMA Japan Manufacturing 

Purchasing Managers Index (PMI) rose to a seasonally adjusted 
51.5 in June, higher than a preliminary reading of 51.1 and more 
than 49.9 in May. The index rose above the 50 threshold that 
separates expansion from contracƟon for the first Ɵme in three 
months. Prime Minister Shinzo Abe’s government raised the 
naƟonal sales tax to 8% from 5% on April 1 to pay for welfare 
spending. The tax hike caused a dip in consumer spending and 
factory output, but the economy is showing signs that it will 
quickly bounce back.

Apple expands iTunes U Educa on App for iPads

Apple will soon make another 
bid to persuade schools to 
replace textbooks with iPads. 
It will introduce a tool for 
instructors to teach from the 
tablet. The company said that 
it would issue an upgrade on 
July 8 for iTunes U, its set of 

tools for educators. The update introduces a new app that allows 
instructors to create, edit and assign course work using the 
iPad. Apple’s new iTunes U app will also introduce the ability for 
instructors and students to start group chat sessions. For example, 
if students want to discuss a homework assignment or a course 
topic, they can start a chat thread inside the app; the teacher can 
monitor their discussion and respond to quesƟons. Apple has 
a long history of involvement in educaƟon, including programs 
that allow educaƟonal insƟtuƟons to buy Mac computers in bulk. 
Students are generally a big target for the company, as it typically 
releases upgrades for Mac notebooks, iPhones and iPads around 
the back-to-school season in fall.
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Fed’s Williams sees no rate hike un l a er mid-2015

The Federal Reserve will 
probably need to keep 
interest rates near zero for at 
least another year, a top Fed 
official said recently, even as 
he expressed opƟmism the 
economy is well on its way to 
health. The Fed has bought 
trillions of dollars of long-

term securiƟes and kept interest rates near zero since December 
2008 in an effort to boost employment and keep the economy 
from becoming mired in a growth-sapping, downward price 
spiral. Now, with economic growth picking up, unemployment 
falling, and inflaƟon showing signs of rising back to more healthy 
levels, the Fed is winding down its massive bond-buying program 
with plans to end it this fall. Williams forecast real GDP would 
bounce back from its shocking decline in the first quarter, to grow 
at a pace faster than three% through the end of 2014, and then 
a bit above three% in 2015 and 2016. InflaƟon, which has been 
stuck below the Fed’s 2-percent target for years, will rise gradually 
back to that level as the economy nears full employment, he said. 
It could rise above that level under some scenarios, he said, 
expressing liƩle discomfort with such an outcome as long as the 
average level over the medium term is near 2%.

Toyota names price for new fuel cell car

Japanese auto giant Toyota 
will start selling its first fuel 
cell sedan this financial year, 
with a price tag of around 
7 million yen (USD 70,000), 
the company announced 
recently. The vehicles will 
be rolled out by March and 
beyond the home market during the summer of 2015, it said, in 
a move that will see the environmentally friendly cars available 
in the United States and Europe. This is the first Ɵme Toyota 
has given a specific Ɵmeframe for its fuel cell cars, which it had 
previously said would go on the market in 2015. The price tag is 
also a nice surprise for potenƟal customers -- it had been widely 
expected that a fuel cell vehicle would cost around 10 million 
yen. The company said it will iniƟally start selling the model only 
in the regions “where hydrogen refueling infrastructure is being 
developed”.

World Bank: Climate policies could li  global GDP by USD 2.6 
trillion/year

It found a shiŌ to low-carbon transport and improved energy 
efficiency in factories, buildings and appliances could increase 
global growth in gross domesƟc product (GDP) by an extra USD 
1.8 trillion, or 1.5%, a year by 2030 Global economic output could 
rise by as much as an addiƟonal USD 2.6tn a year, or 2.2%, by 
2030 if government policies improve energy efficiency, waste 
management and public transport. The report, produced with 
philanthropic group ClimateWorks FoundaƟon, analysed the 
benefits of ambiƟous policies to cut emissions from transport, 
industrial and building sectors as well as from waste and cooking 
fuels in Brazil, China, India, Mexico, the United States and the 
European Union. Climate policies could also avert at least 94,000 
premature deaths a year from polluƟon-related diseases by 2030, 
improve crop producƟvity and prevent around 8.5 billion metric 
tons of greenhouse gases being emiƩed - the same as taking 
around 2 billion cars off the road.

HSBC sells Swiss asset por olio

Global bank HSBC 
announced recently the 
sale of a porƞolio of private 
banking assets in Switzerland 
for an undisclosed amount 
to Liechtenstein’s LGT Bank. 
HSBC added in a statement 
that the porƞolio had assets 

under management of USD 12.5 billion (9.2 billion euros) at the 
end of 2013. The deal, which remains subject to regulatory and 
other approvals, is expected to be completed in the final quarter 
of this year (2014). HSBC stressed however that it “remains 
fully commiƩed to Switzerland as a key internaƟonal center for 
its global private banking business and a priority market for the 
group.”

Singapore to launch gold contract as Asia eyes price alterna ves

Singapore is set to announce the launch of a gold futures contract 
recently, two sources familiar with the maƩer said, joining a 
race in Asia to provide a viable alternaƟve to the metal’s global 
benchmark which is under regulatory scruƟny. The physically 
seƩled contract will trade on the Singapore Exchange. This 
and other planned contracts in Hong Kong and China could cut 
Asian reliance on gold’s spot price benchmark in London and 
futures bellwether in New York. According to Ruth Crowell, chief 
execuƟve of industry group London Bullion Market AssociaƟon, 
having a local price for local markets ensures that markets are 
more efficient and that the price accurately reflects where the 
metal is locally trading.

Move to set up WB like bank to boost connec vity in Asia

China has taken an iniƟaƟve to set up an ‘Asian Infrastructure 
Investment Bank (AIIB)’ involving Bangladesh, India and other 
Asian countries to finance the big infrastructure projects aimed at 
improving connecƟvity among the Asian countries. A decision in 
this regard is expected to be finalized at the meeƟng of the heads 
of the working group to be held in Beijing immediately aŌer the 
two-day conference beginning on June 28 on ‘Infrastructure 
ConnecƟvity in Asia-the Financing Challenge’, according to a 
message received from Beijing. The AIIB will funcƟon like the 
World Bank and the ADB and prepare procurement guidelines of 
its own to finance parƟcularly the infrastructure projects which 
would establish greater connecƟvity among the Asian countries.

Honda’s first jet takes to the skies

The HondaJet is currently 
offered for sale in North 
America and Europe 
through the HondaJet 
dealer network. Honda’s 
first business jet has logged 
its maiden flight ahead of its 
expected cerƟficaƟon and 

delivery next year. The 84-minute flight of the first producƟon 
HondaJet took place recently near the world headquarters of 
Honda AircraŌ, the aviaƟon subsidiary of the automobile giant, 
in Greensboro in the US state of North Carolina. The HondaJet is 
currently offered for sale in North America and Europe through 
the HondaJet dealer network. The plane, which seats up to 
five passengers in a standard configuraƟon, flies at a maximum 
cruise speed of 483 miles per hour (777 kph) and has a maximum 
alƟtude of 43,000 feet (13,106 metres). Priced at USD 4.5 million, 
it has received more than 100 orders from businesses and affluent 
customers. In 2006, Honda announced its plan to commercialise 
business jet producƟon.
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Hong Kong hires banks for first Islamic bond: IFR

According to IFR report, Hong Kong has mandated HSBC, Standard 
Chartered, CIMB Group Holdings and NaƟonal Bank of Abu Dhabi 
to arrange its first Islamic bond issue. The Hong Kong Monetary 
Authority is handling the deal, which is expected in September, 
IFR, a Thomson Reuters publicaƟon. The Islamic bond, or sukuk, 
is expected to raise between USD 500 million and USD 1 billion. 
It will likely have a tenor of 5 years and will be targeted at global 
insƟtuƟonal investors, Peter Pang, HKMA deputy chief execuƟve.

JPMorgan hires UBS’s David Li to be new China head

JPMorgan Chase & Co (JPM.N) said it has hired former UBS AG 
(UBSN.VX) banker David Li as its new China head, reinforcing its 
investment banking clout in the world’s second-largest economy 
aŌer the departure of top China banker Fang Fang in March. Li 
will oversee all of JPMorgan’s businesses in China, including the 
investment banking division that Fang ran. Li will report to Nicolas 
Aguzin, chairman and CEO for Asia-Pacific operaƟons. Fang, 
JPMorgan’s chief execuƟve for China investment banking, leŌ the 
firm in March, amid a probe of JPMorgan hiring pracƟces in Asia. 
Li was most recently chairman and country head for China at UBS. 
He will start at JPMorgan in October.

Fed mulls policy exit, eyes end of asset purchases

The Federal Reserve has begun detailing how it plans to ease the 
U.S. economy out of an era of loose monetary policy, indicaƟng 
it will end its asset purchases in October and appearing near 
agreement on a plan to manage interest rates in the future, 
according to minutes of the last Fed policy meeƟng. The minutes 
from the June 17-18 meeƟng indicate the Fed envisions using 
overnight repurchase agreements in tandem with the interest 
it pays banks on excess reserves to set a ceiling and floor for its 
target interest rate. Though no decisions have been announced, 
the discussion has become detailed enough for Fed officials to 
contemplate the proper spread between the two - menƟoned 
in the minutes as 20 basis points. The minutes showed the Fed 
parƟcipants also “generally agreed” that monthly bond purchases 
would end in October, with a final reducƟon of USD 15 billion 
in monthly purchases of U.S. Treasuries and mortgage-backed 
securiƟes.

Fed likely to end bond-buying program in October

The Federal Reserve’s trillion-dollar effort to shore up the U.S. 
economy is likely to come to an end in October, closing the books 
on a bold but controversial experiment that has tested the limits 
of the central bank’s power. For the past year and a half, the Fed 
has been buying tens of billions of dollars in government bonds 
and securiƟes each month in an aƩempt to tamp down long-term 
interest rates and boost the recovery. It was the third and largest 
bond-buying program the central bank has launched since the 
2008 financial crisis. But officials have been slowly scaling back 
the effort this year, and documents released recently show that 
the Fed’s policy-seƫng commiƩee is nearly ready to call it quits. 
The bond-buying programs, also known as quanƟtaƟve easing, 
have been credited with pushing mortgage rates to historic lows, 
breathing life into the moribund housing market and fueling a 
boom in refinancing. But the rebound in real estate slowed as 
rates moved back up, leading to criƟcism that the Fed was unable 
to achieve a sustainable recovery.

Ford expects to return to profit in Europe in 2015

Ford Motor Co. says it 
remains on track to make 
a profit in Europe next 
year despite the fragile 
economy. Ford hasn’t 
earned a pretax profit in 

Europe since 2010, and it lost USD 1.6 billion in the region last 
year. But Ford Europe president Stephen Odell said recently 
that three plant closures and more than a dozen new products 
are helping reverse that. Ford’s sales are up 6.6% in Europe this 
year, outpacing the industry. Commercial vehicle sales rose 21% 
in June aŌer Ford launched new vans, and Odell said Europe’s 
first 500 Mustang sports cars sold out in 30 seconds. Odell says 
the eurozone’s high unemployment of around 12% inhibits the 
economic recovery there. He predicts a modest, slow recovery 
over four to five years. 

“Apple iWatch” Launching With 1.7″ and 1.3″ Variants in 
October 2014

All you Apple lovers must 
read out the coming 
informaƟon as many rumors 
are coming for Apple iwatch. 
Apple is working on its final 
launching plans to release 
its new product Apple 
iWatch in the span of the 
coming months. The iWatch 
will be available to its users 
with two variants 1.7 inches 

and 1.3 inch screen. The smart watch will be available for both 
the genders i.e., for Men and Women. The iWatch having smaller 
screen size will be available for women with vibrant colors and 
combinaƟons. The wearable Apple iWatch will be launched with 
an OLED display. The OLED display, which will have 320 x 320 
pixels resoluƟon will provide a great vision to its users. It is heard 
from source that iWatch will have a flexible display to compete 
with its other big brand smart watches like Motorola, Samsung, 
LG etc. Samsung the brand in technology is also working on 
flexible display smart watch and it will also launch in the couple 
of months.
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India

Economic condiƟons stabilize temporarily

India’s GDP increased by 4.8% year-on-year in Q3 2013, acceleraƟng 
from growth of 4.3% in Q2. This outcome was stronger than 
expected, given the high degree of volaƟlity in financial markets 
during the period. Despite the clam down of financial market Indian 
export growth is likely to remain strong, helped by the weaker 
currency and a good monsoon should yield a strong agricultural 
output. The reforms to liberalize the trade opportuniƟes in some 
sectors the FDI is expected to be picked up. The GDP is expected 
to increase by 4.9% in 2014 up from the previous forecast of 4.5%. 
But the underlying economy is sƟll weak as conƟnuously increasing 
of inflaƟon and Ɵght monetary policy for the next two years. India 
conƟnues to suffer from structural deficiencies and policy paralysis 
constrains reform. Without addressing these issues, India is less 
likely to achieve the Government’s target growth rate of 8% a year 
over the medium to long term.

Indonesia

Exports improve as currently slide conƟnues

Slowing growth, high inflaƟon, a falling currency and the current 
account deficit are being major challenges for the policymaker in 
the ahead of elecƟons in 2014. As a result, even though annual 
GDP growth has been slowing for five straight quarters, the central 
bank raised interest rates five Ɵmes in 2013. GDP expanded 
by 5.6% over the year in Q3 – the slowest pace since 2009 – 
as financial market volaƟlity hit investment, export demand 
remained weak; private spending expanded by a robust 5.5%, 
despite high inflaƟon. Some measure are taken in the light of 
the upcoming elecƟons, redirecƟon of funds previously spent on 
fuel subsidies to infrastructure projects and some infrastructure 
projects were brought forward. In 2014, it is expected that, GDP 
growth to further slow to 5.4%, very solid export growth. 

The growth of the middle class in emerging markets

Today’s expansion is happening in the emerging markets 
(EMs). In Asia alone, 525 million people can already count 
themselves as middle class — more than the total populaƟon 
of the European Union. This will expand by another three billion 
people over the next two decades. By 2030, so many people 
will have escaped poverty that the balance of geopoliƟcal power 
will have completely changed — global trade paƩerns will be 

unrecognizable too. Economists are hoping that this growing 
cohort of consumers can help to keep the global economy afloat.

Only a quarter of the world’s populaƟon makes the USD 10–
USD 100 income bracket; 60% of these 1.8 billion people live 
in the developed world and 20% in the BRIC countries. By 
2030, it is projected that two-thirds of the global middle class 
will be residents of the Asia-Pacific region, up from just under 
one-third in 2009. On the other hand, although the middle-
class populaƟons in North America and Europe will remain 
roughly constant, their respecƟve shares of this populaƟon are 
drasƟcally reduced in our forecast — Europe’s declining by more 
than half to 14% by 2030.

China and India: tomorrow’s middle classes

Large populaƟons and rapid economic growth mean that 
China and India will become the powerhouses of middle-class 
consumerism over the next two decades. Today, China has 
around 150 million people earning between USD 10 and USD 100 
per day. As long as China conƟnues to grow, and that necessary 
economic reforms are made, we expect that as many as 500 
million Chinese could enter the global middle class over the 
next decade. By 2030, around one billion people in China could 
be middle class — as much as 70% of its projected populaƟon.

The middle-class effect and the sweet spot of growth

The noƟon of a growth “sweet spot” extends beyond a simple 
trigger-threshold of rapid consumer growth. For economists, 
the growth sweet spot occurs when people start leaving 
poverty and entering the middle class in their millions. But for 
businesses, a more useful sweet spot occurs when significant 
numbers of people begin earning the equivalent of over USD 
10 per day, and enter our global middle-class bracket. At 
this point, purchasing habits should aƩract the aƩenƟon of 
companies accustomed to supplying to middle-class markets in 
the developed world. Hiƫng the sweet-spot level accelerates 
growth, which, in turn adds more people to the middle class, 
producing a virtuous circle. The economists have claimed that 
every 10 percentage-point increase in a naƟon’s middle class 
results in a 0.5 percentage-point rise in its growth rate. For 
these reasons, the year that a country hits its sweet spot — on 
average, approximately USD 6,000 per capita income — is key to 
assessing growth potenƟals.
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India

Real GDP growth (% per year) 5.1 4.7 4.9 5.1 6.0 6.6

Wholesale price index (% per year) 7.5 6.4 7.0 5.3 4.9 4.9

Current account balance (% of GDP) -5.0 -3.8 -3.6 -3.4 -3.1 -2.6

External debt total (% of GDP) 19.4 19.8 19.1 17.3 15.5 14.1

Short-term interest rate (%) 9.5 9.3 8.4 8.0 7.8 7.7

Exchange per US$ (year average) 53.5 58.6 64.0 64.8 64.6 65.7

Government balance (% of GDP) -5.6 -5.3 -4.1 -3.3 -2.7 -2.2

Population (millions) 1,249.0 1,265.0 1,280.7 1,296.1 1,311.2 1,326.2

Nominal GDP (US$b) 1,827.2 1,871.7 1,975.2 2,213.3 2,527.3 2,826.2

GDP per capita (US$ current prices) 1,463.0 1,479.7 1,542.3 1,707.6 1,927.4 2,131.1

2012 2013 2014 2015 2016 2017

Source: Oxford Economics.

Indonesia

Real GDP growth (% per year) 6.2 5.7 5.4 5.9 5.6 5.4

CPI inflation (% per year) 4.3 7.0 6.3 5.0 4.7 4.5

Current account balance (% of GDP) -2.8 -3.6 -3.1 -2.8 -2.7 -2.3

External debt total (% of GDP) 27.5 29.2 29.1 25.4 22.9 21.1

Short-term interest rate (%) 4.7 5.9 7.7 7.8 7.8 7.8

Exchange per US$ (year average) 9,403.2 10,504.5 11,825.4 11,460.9 11,343.6 11,438.6

Government balance (% of GDP) 1.8 1.9 1.5 1.1 0.7 0.6

Population (millions) 237.7 240.0 242.3 244.5 246.6 248.6

Nominal GDP (US$b) 876.4 871.6 865.6 992.4 1,108.5 1,211.4

GDP per capita (US$ current prices) 3,687.5 3,631.5 3,572.9 4,059.5 4,495.7 4,872.7

2012 2013 2014 2015 2016 2017

Source: Oxford Economics.
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OPEC Oil Market Highlights 

Crude Oil Price Movements The OPEC Reference Basket increased 
by USD 2.45 in June, 2014 to reach USD 107.89/b. Nymex WTI 
gained USD 3.35 to USD 105.15/b and ICE Brent added USD 2.73 
to USD 111.97/b. Speculator net long posiƟons on ICE Brent hit a 
record high on turmoil in Iraq. The Brent/WTI spread closed the 
month below USD 7/b, aŌer having widened to near USD 10/b 
mid-month.

World Economy World economic growth for 2014 has been 
revised to 3.1% from 3.4%, triggered by unexpected low 1Q 
14 growth in the US. The 2015 growth forecast stands at 3.4%, 
supported by the acceleraƟng pace of OECD growth from 1.7% 
this year to 2.0% in 2015. China’s GDP is forecast to grow by 
7.2% in 2015 from 7.4% in the current year (2014). India is seen 
growing at 5.8% next year (2015), up from 5.5% in 2014.

World Oil Demand Global oil demand growth in 2014 is forecast 
at 1.13 mb/d, broadly unchanged from previous report. World 
oil demand in 2015 is anƟcipated to increase at a faster pace of 
1.21 mb/d. OECD demand is expected to see posiƟve growth for 
the first Ɵme since 2010, increasing around 40 tb/d, while non-
OECD consumpƟon is expected to provide the bulk of oil demand 
growth with 1.18 mb/d.

World Oil Supply Non-OPEC oil supply is expected to increase by 
1.47 mb/d in 2014, following a slight upward revision from the 
previous report. In 2015, non-OPEC supply is projected to grow 
at a slower pace of 1.31 mb/d. OPEC NGLs and non-convenƟonal 
liquids are forecast to grow by 200 tb/d in 2015 to average 6.0 
mb/d, aŌer growth of 150 tb/d this year (2014). In June 2014, 
OPEC crude oil producƟon, according to secondary sources, 
declined by 79 tb/d to average 29.70 mb/d.

Product Markets and Refining Opera ons Strong summer 
gasoline demand in the US has supported product markets in 
the AtlanƟc Basin. This has outweighed the considerable decline 
seen in the middle and boƩom of the barrel, prevenƟng refinery 
margins from falling in the US and Europe. In Asia, product 
markets have conƟnued to lose ground, as weak demand amid 
the return of refineries from maintenance has caused refinery 
margins to fall sharply.

Tanker Market Tanker market spot freight rates saw mixed 
movement in June, 2014. VLCC and Suezmax rates increased on 
the back of higher acƟvity in several regions, while the tonnage 
list appeared shorter. In contrast, Aframax spot freight rates 
declined slightly, as a result of limited acƟviƟes, while tonnage 
availability remained in surplus.

Stock Movements OECD commercial stocks rose by 32 mb in 
May, 2014 but remained 53 mb below the five-year average. 
Crude stocks were 12 mb above the five-year average, while 
product inventories were 65 mb below. In terms of forward cover, 
OECD commercial stocks stood at a comfortable level of 57.7 
days. Preliminary data for June shows that US total commercial 
oil stocks rose by 17.0 mb to stand 9 mb above the five-year 
average. Crude stocks were 19 mb above the five-year average, 
while products were 9 mb below.

Balance of Supply and Demand Demand for OPEC crude in 2014 
remains unchanged from the previous report at 29.7 mb/d. Based 
on iniƟal forecasts, demand for OPEC crude in 2015 is projected 
to average 29.4 mb/d, represenƟng a decline by 0.3 mb/d. 

Oil Market Outlook in 2015 Despite some weakness in the first 
half of the year, the world economy conƟnues to recover. Global 
GDP growth in 2014 is now forecast at 3.1%, slightly higher than 
the esƟmated 2.9% for 2013. The US experienced a surprisingly 
large contracƟon in economic acƟvity in the first quarter due 
to severe winter weather, leading to a downward revision in US 
GDP growth to 1.6% from 2.4% previously. However, with the US 
economy expected to rebound and conƟnued large monetary 
sƟmulus in the Euro-zone and Japan, the OECD is seen growing by 
1.7% in 2014 and 2.0% in 2015. China’s GDP is forecast to grow by 
7.2% in 2015 from 7.4% in the current year. India and other major 
emerging economies are forecast to recover. This, in combinaƟon 
with the expected improvement in OECD economies, leads to 
a global GDP growth forecast of 3.4% in 2015 (Graph 1). World 
oil demand in 2015 is forecast to grow by 1.2 mb/d to average 
92.3 mb/d, higher than the growth of 1.1 mb/d esƟmated for 
2014 (Graph 2). For the first Ɵme since 2010, OECD oil demand is 
expected to grow, increasing by 40 tb/d, with Americas being the 
only OECD region exhibiƟng growth. Europe is expected to decline 
further, but at a slower pace, while Asia-Pacific oil demand will 
conƟnue to contract. Non-OECD oil demand growth is expected 
to be around 1.2 mb/d, coming mainly from China, the Middle 
East, and Other Asia. In terms of products, consumpƟon growth 
will be primarily driven by increased use of diesel oil and gasoline 
in the transportaƟon industry, as well as to a lesser extent LPG 
and naphtha for petrochemical feedstocks. However, factors that 
could impact oil demand growth include the pace of economic 
acƟviƟes in major consuming naƟons; the strength of subsƟtuƟon 
toward natural gas and other fuels; efforts to reduce subsidies; 
and ongoing policies to enhance fuel efficiency, especially in the 
transportaƟon sector.

Graph 1: GDP growth rate in 2015,% Graph 2: Source of oil demand and non-OPEC
supply growth for 2015, mb/d
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Global Economic Prospects 2014

GeopoliƟcal concerns in 
Iraq and Ukraine/Russia 
earlier in the year put 
upward pressure on oil 
prices during the second 
quarter. As tensions 
moderate, oil prices are 
expected to decline in 
2015. Metal prices eased 
during the 2014 Q2 due 
to supply response from 

earlier investments and weakening demand, especially by China. 
Weather concerns (oŌen linked to likely El Niño) induced price 
increases in some grains earlier in the year but recently prices 
have weakened as supplies for the upcoming, 2014/15, season 
are deemed adequate to keep stocks at reasonable levels. 
Agricultural prices are expected to decline slightly in 2015. The 
key commodity price indices have been broadly stable during 
2014 Q2. 

Energy and agricultural 
prices increased 1 % 
each, on geopoliƟcal 
and weather-related 
concerns, respecƟvely, 
while metal prices 
declined 1 % on signs 
of Chinese demand 
weakness (figure 1). The 
increase in beverage 
prices was driven by 
a rally in coffee prices due to dry weather in Brazil—world’s 
largest coffee supplier (figure 2). Precious metal prices changed 
liƩle while ferƟlizer prices declined 6.5 % due to weakness in 
natural gas prices. In the baseline scenario, which assumes no 
macroeconomic shocks or major supply disrupƟons, oil prices are 
expected to average USD 106/bbl in 2014, USD 2/bbl higher than 
2013, reflecƟng the geopoliƟcal tensions   in Iraq (table 1). Oil 
prices are expected to ease to USD 104/bbl in 2015 as geopoliƟcal 
tensions moderate. Natural gas prices in the U.S. are expected to 
remain elevated during the rest of 2014 and strengthen even more 
in the longer term in response to stronger demand from energy 

intensive industries that are moving to the U.S. to capitalize on 
the “energy dividend”. EU natural gas and Japanese LNG prices 
are expected to moderate due to weakening demand—currently 
both prices are mostly Ɵed to crude oil. Agricultural prices are 
projected to moderate further in 2014 under the assumpƟon that 
current crop condiƟons will persist for the 2014/15 crop year. Yet, 
considerable variaƟon is expected among various crops. Grain 
prices are expected to decline almost 14 % in 2014; prices of edible 
oils & meals and other food items will ease marginally. Beverage 
prices will gain 18 %. Metal prices will loose more than 6 % in 2014 
(which comes on top of last year’s 5.5 % drop) as new supplies will 
be coupled with weaker demand by China. FerƟlizer prices are 
expected to decline 15 % in 2014 mainly in response to capacity 
expansion in the U.S. Similarly, precious metal prices are expected 
to decline more than 12 % as insƟtuƟonal investors are viewing 
them less aƩracƟve “safe heaven” investment vehicles; reduced 
demand by China may play a role as well. There are a number of 
risks to the baseline forecasts. Downside risks in the oil market 
include weaker demand concerns by emerging economies (where 
most demand growth takes place). Oil demand could weaken 
further in the longer term if subsƟtuƟon between oil and natural 
gas intensifies.

On the upside, a key risk is an oil supply disrupƟon in the Gulf and 
(less so) Central Asia. For example, following the unrest in Iraq, Brent 
prices gained more than USD 4/bbl within just a week in early May, 
although no physical disrupƟon in the flow of crude oil took place. 
While a disrupƟon in oil supplies could add as much as USD 50/
bbl to the price of oil, numerous factors could change the severity 
and duraƟon of the outcome, including OPEC’s reacƟon, decisions 
whether to tap on emergency reserves, and demand curtailment. 
Currently, the price risks in the oil market are neutral—in contrast 
to the earlier (April 2014) issue of the Commodity Market Outlook, 
which noted that risks were “weighed on the downside.” Another 
source of uncertainty in the medium- and long term-outlook is the 
way in which OPEC (especially Saudi Arabia) would react to changing 
global supply and demand condiƟons. Since 2004, when oil prices 
first exceeded USD 35/bbl, OPEC has responded to any price 
weakening by cuƫng supplies. But it is has also increased output 
when prices exceed the current USD 100-110 range. Uncertainty 
also depends on whether other players such as Iraq, Iran, and Libya 
could deliver the expected growth. Historical evidence suggests 
that it may take up to a decade for conflict-induced reducƟon of oil 
producƟon capacity to reach pre-conflict levels. 
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Nominal price indices, actual and forecasts (2010=100)Table 1

Energy 80 100 129 128 127 130 128 -0.1 1.8 -1.4
Non-Energy 83 100 120 110 102 98 98 -7.2 -3.3 -0.3
Metals 68 100 113 96 91 85 86 -5.5 -6.3 1.4
Agriculture 89 100 122 114 106 105 104 -7.1 -1.4 -0.9
Food 93 100 123 124 116 110 109 -7.1 -4.7 -1.1
Grains 99 100 138 141 128 111 111 -9.3 -13.6 0.4
Fats and oils 90 100 121 126 116 116 114 -8.1 0.2 -1.8
Other food 90 100 111 107 104 103 101 -3.0 -1.2 -1.4
Beverages 86 100 116 93 83 98 93 -10.1 18.1 -5.2
Raw Materials 83 100 122 101 95 95 97 -5.9 -0.4 1.9
Fertilizers 105 100 143 138 114 97 95 -17.4 -15.0 -1.4
Precious metals 78 100 136 138 115 101 100 -16.9 -12.2 -0.9
Memorandum items 
Crude oil ($/bbl) 62 79 104 105 104 106 104 -0.9 2.0 -1.6
Gold ($/toz) 973 1225 1,569 1,670 1,411 1,250 1,230 -15.5 -11.4 -1.6
Source: World Bank.
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Assessing the Economy at the Halfway Mark  

Two of the broadest measures of economic acƟvity provide 
decidedly different takes on economic growth for the first half of 
2014, with real GDP plunging at a 2.9% annual rate in the first 
quarter and nonfarm payrolls expanding at their strongest pace in 
eight years during the first six months of the year. The strength in 
employment combined with strong hours worked, which rose at 
a 3.8% pace over the past three months, are more than enough 
to meet Wells Fargo’s esƟmate of 2.7% real GDP growth in the 
second quarter. That gain would mean there was essenƟally 
no output growth during the first half of 2014 and imply that 
producƟvity growth has slowed even further, begging the 
quesƟon as to what the second half will bring. The improvement 
in the employment data looks much more believable than the 
weakness in first quarter real GDP.  Employment gains have been 
broad based, while the weakness in GDP was confined to a host 
of one-Ɵme extraneous events. Moreover, other indicators are 
improving in line with the beƩer employment news. State and 
local government revenues have risen, as have sales of both new 
and exisƟng homes.  Demand for office and industrial space has 
also increased.  Employment growth should remain solid during 
the second half of the year, which should pull the unemployment 
rate lower and provide support for consumer spending and home 
sales. Stronger growth will also keep the Fed on course to raise 
short term interest rates around the middle of next year.

Improvement in Global Economy S ll In Store 

Although it is now in the second half of the year, the most current 
GDP figures for many of the world’s economies are sƟll first 
quarter data, though other economic indicators offer an early 
read of how things are faring in the second quarter. While global 
economic growth is shaping up more or less in line with Wells 
Fargo’s expectaƟons, a diminished assessment of first quarter 
growth in the United States is having big implicaƟons for 2014 
global growth. As Wells Fargo discusses, the BEA has downwardly 
revised first quarter GDP figures for the United States. The 
2.9% annualized pace of contracƟon now being reported is 
dramaƟcally different from the iniƟal esƟmate of posiƟve (albeit 
very slow) growth. As a result, even with quarterly growth rates 
between 2.5% and 3.0% during the remaining quarters of the 
year, Wells Fargo now expects full year 2014 growth in the United 
States to come in at just 1.4%. Its global GDP forecast for 2015 is 
unchanged from last month at 3.8%, but it’s dialing back its global 
GDP forecast for 2014 to 3.2% from 3.4% previously, a change that 
is primarily aƩributable to the revised first quarter GDP figures for 
the U.S. economy. That is not to say that the slower pace of global 
growth is enƟrely due to weaker U.S. growth, but the narraƟve of 
the United States as the locomoƟve of global growth is altered by 
the negaƟve start to the year. Steadier U.S. growth in 2015 should 
sƟll allow for above-average global growth in 2015.

U.S. Overview Interna onal Overview

WELLS FARGO SECURITIES ECONOMICS GROUP REPORT

Together we’ll go far

Source: U.S. Department of Commerce, IMF, Wells Fargo SecuriƟes, LLC
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