
          

    January 14, 2015                                                     AT CAPITAL RESEARCH 

 

   

EDITORS 
 
 

Ifty Islam 
Managing Partner 
ifty.islam@at-capital.com 
 

Syeed Khan 
Partner 
syeed.khan@at-capital.com 

 
Md. Minhaz Zia, CFA 
Partner 
minhaz.zia@at-capital.com 

 
Mir Mahfuz Ur Rahman 
Partner 
mahfuz.rahman@at-capital.com 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Asian Tiger  
Capital Partners  
 
Road No: 113/A, Plot No: 03 
Celebration Point (5th floor) 
Gulshan - 2, Dhaka – 1212 
Tel: (880-2)-9852111 
Fax: 9852110 
www.at-capital.com 

 
 
 
 

                                                           
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
          
 
                                                 
 
       
                                                            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

   
A

si
an

 T
ig

e
r 

C
ap

it
al

 P
ar

tn
e

rs
 

 
 

 
 

 
   

   
   

   
   

   
   

 A
T 

C
ap

it
al

 M
o

n
e

ta
ry

 p
o

lic
y 

U
p

d
at

e
 

 

Bangladesh Bank Decreased Policy Rates by 50 basis point at Jan-July 16 

Semi-Annual MPS 

 

 

 Bangladesh Bank finally cut official interest rates by 50 bp with the benchmark repo 
and reverse repo rates falling to 6.75% and 4.75% respectively. 

 The response in the markets was relatively muted although this can be explained by 
the fact that the cut was already leaked in the newspapers before the official release 
of the MPS report.  

 Moreover, official market interest rates have already fallen sharply in recent months 
so to a large extent the cut in official rates was a lagged adjustment to market 
reality. 

 The fall in market interest rates was driven by the excess liquidity in the financial 
system which in turn reflects relatively disappointing recovery in private sector 
credit growth which was 13.7% in November, below BB official target of 15%. 

 It may be that the debt overhang both in terms of margin loans in the stock market 
and NPLs in the real estate sector as well as with commodity trading houses is 
depressing demand and the failure to respond to the decline in market interest 
rates. 

 The next major focus as far as BB policy is concerned is exchange rates. We 
understand that BB has set up an internal committee to explore the case for a 
devaluation of the taka. 

 Although reserve growth has been robust and the BOP situation healthy, the twin 
threats of the collapse in oil prices slowing remittance growth and weakness in 
China depressing exchange rates of RMG export competitors such as Vietnam and 
Indonesia suggest it would be prudent for Bangladesh to allow a modest 5% 
depreciation of the Taka versus USD exchange rate taking the BDT/USD rate to 81-
82. 

 We have an end-2016 DSEX target of 5500 with a risk to the upside.  in response 
primarily to the decline in interest rates that will reduce the attractiveness of 
alternatives to holding equities. 

 
 

 

 

Monetary Policy Update 
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